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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciouslv 
Cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  ht- 
erature,  art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  pubhc  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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The  nation's  pension 
funds  have  $2.6  trillion  of 
capital— and  everyone  is 
suddenly  battling  over  it. 
The  real  question:  Will 
the  money  be  there 
when  you  need  it? 
Special  Report 
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Nuts  about  bolts. 


They  know  this  28,000  square  feet  of  metal  like  the  back  of  theii'  hands. 

They  probe.  Test.  Reject. 
Day-in  and  day-out  inspections  on  every  plane. 
-         An  unmatched  level  of  scrutiny 
From  the  lai'gest  aimy  of  aii'line  mechanics  and  engineers  in  the  world. 
■   Setting  the  gold  standard  for  the  industry 
Because  they're  obsessed  with  the  details. 
United.  Rededicated  to  giving  you  the  service  you  deserve. 
.^"^^'f      ,    Come  fly  the  friendly  skies.  -  . 
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Life  I 


nsurance. 


What's  in  it  for  you. 


Notice  we  said  what's  in  it  for  you. 

Not  just  what's  in  it  for  your  survivors 

Life  insurance,  it's 
true,  protects  your  life 
and  ensures  that  your 
family  will  not  suffer 
financial  hardships 
after  you're  gone.  But 
contrary  to  popular 
belief,  life  insui  ance  cam 
still  be  good  for  you. 

That  is,  while  you're 
still  kicking. 


You  should  also  be  aware  that  there  are 
some  plans  that  do  a  lot  more. 


The  IRS. 
Your  Lifetime 
Beneficiary. 


C/uTy/  unci  Km,!!  UiAc/ii//)  lirv  ill 
children,  trrul.  II;  An /("o/u.s,  cS.  and 
Clicrif!  i\  a  rcliahililulii}!!  nurse.  I  Iicl/ 
the  lu^t  citihl  Qvars. 
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Aside  from  the  roof  over  your  head,  and 
a  bunch  of  city  and  state  bonds,  you  don't 
have  many  options  left  when  it  comes  to 
minimizing  your  tax  bite. 

Unless  you  consider  a  tax-deferred  an- 
nuity. It  allows  you  to  accrue  income  for 
your  retirement,  let's  say. 

Remember  IRAs?  This  money  isn't  taxed, 
either,  until  you  staa  t  taking  it  out. 

Someone  once  said  that  life  insurance 
IS  either  for  people  who  die  too  soon  or  live 
too  long. 

The  whole  point  of  life  insurance  is  that  it 
pays  a  death  benefit. 


Life  I  nsurance 
That  Pays  You 
While  You're  Still 
In  This  Life. 

There  aie  plans,  like 
whole  life  and  universal 
life,  that  can  build  up 
cash  values.  So  you 
can  send  the  kids  to 
college  or  put  m  a  pool. 

But  even  more  im- 
portant, they  can  help 
you  live  to  a  ripe  old 
age  without  worrying 
that  you'll  outlive  your  resources. 

And  our  agents  who  are  also  registered 
representatives  can 
also  offer  you  invest- 
ments such  as  mutual 
funds  and  partner- 
ships in  oil  &  gas  and 
real  estate. 

Those  kinds  of 
investments  ai  e  han- 
dled thiough  NYLIFE 
Securities  Inc. 

And  you  thou^t  we 
just  sold  life  insui  ance. 


Look  For  Questions 
Like  These. 

D':^  What  arc  your 
financial  goals?  Edu- 
cation? Second  home? 
U'l-^  Have  you  made 
any  plans  for  your 
retirement?  U^'  What 
k^ind  of  investments  do 
you  have. \S toe l^s'^ 
Bonds  '.^  Mutual  funds  '^ 
II /Arc  you  familiar 
with  annuities  '  CCr 
How  much  more 
could  you  save  on  a 
regular  basis?  Do 
you  have  any  tax- 
deferred  investments? 
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AFTER  HIS  EMPLOYER'S  NEW  OWNER  SCRAPPED  THE  PENSION  PLAN,  MECHANIC  LESTER  REYNOLDS  FORGOT  ABOUT  EARLY  RETIREMENT 
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Pension  funds  have  $2.6  trillion 
worth  of  clout,  and  now  everybody 
wants  a  piece  of  the  giant  nest  egg: 
Raiders  to  pay  down  debt, 
management  to  buy  back  stock, 
Congress  to  help  the  budget,  and 
labor  to  cure  social  ills 
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Lif( 


e Insurance. 


What's  in  it  for  us. 


Like  any  skilled  professional,  a  life  insur- 
ance agent  can  earn  a  lot  of  money. 

But  at  New  ^ork 
Life,  the  client  comes 
first.  And  we  have 
a  system  in  place  to 
assure  it. 


No  Agent  Will 
Ever  Get  Rich  .At 
Your  Expense. 


'or  some  o 


fth( 


insurance  companies, 
turnover  is  the  kev  to 


Sure,  they  re  paid  commissions  on  all  the 
policies  the\"  wTite.  But  unless  those  {X)licies 

sta\'  in  force,  they  can  t 
make  any  more. 

In  fact,  they  can 
lose  money. 

The\'  11  be  penalized 
it  we  think  the>-  re 
turning  over  their  poli- 
cies too  often. 


How  This  Plan 
Affects  \bu. 

It  di  scouras:es  our 
agents  from  selling 


J'l.^^ph  Anyan  and  Miiur^^cn  Fii.r^c-Aniidn  III  K  r  :,-     -.:.'!.  .\  }  .  u'ilh 

The  more  policies     r'"  '"'^ i"'^  P""'-  o/iL  polices  to  people  who 

"  /  eacner  Opportunity  torpi  rrogram  at  {Jucem  Lollcsc.  Joseph  nu-  ~  r  i 

•ite.  the  more        "      ^ '"^ don't  realK"  need  th 


agents  write,  me  more 
money  they  earn.  That  would  behoove  the 
average  agent  to  sell  you  a  policy  and  then 
go  on  to  the  next  person.  Or  call  you  ever\' 
year  for  a  rewrite. 

It  doesn  t  work  that  wa>-  at  .\ew  \  ovk 
Life.  It  wouldn  t  pay. 

Our  agents  are  compensated  for  devel- 
oping long-term  relationships  witli  tlieu-  clients 

It  is  not  in  their  best  interest  to  keep 
coming  back  to  \  ou  to  sell  you  a  new  policy 
that  you  don  t  need. 

Because  if  you  don  t  need  it.  chances 
are,  you  won  t  keep  it.  .And  they  won  t 
be  compensated  for  it. 


em. 

Or  can  t  really  afford  them.  It  encourages 
them  to  keep  their  existing  clients. 

To  be  there  when 
they  re  needed. 

For  howe\er  long 
that  may  be. 

The  fact  IS.  we 
want  our  clients  to 
stick  around. 

.Aid  we  \'e  iound 
that  the  best  wa\'  to 
do  that  i>  to  pay 
our  agents  to 
stick  ai-ound.  too. 


A-k  Any  .Agent 
1  hese  Questions. 

liTjo/  are  your  fman- 
cial  soaU^  CSr  W  hat 
percentage  o)  my  premi- 
ums will  you  mal^e  on 
commission^  Csr  Do  all 
the  products  you  sell 
have  the  same  commis- 
sion^     How  long 
have  you  been  in  the 
business^      How  long 
have  you  been  with  your 
company?  Cs"  W  hat  are 
the  assets  oj  your  com- 
pany^ C5  Does  it  pay 
resular  dividends  ^ 
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TERROR  OF  THE  PIPELINES: 

OSCAR  WYATT'S  RAIDS  BUILT  A 

$9  BILLION  EMPIRE.  ONE  OF  THE  OIL 

PATCH'S  SHREWDEST  MEN,  HE'S  ALSO 

ONE  OF  ITS  MOST  DESPISED 
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140  A  SCRAPPIER  AT&T: 

CEO  BOB  ALLEN  IS  INJECTING  A  NEW 
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PRODUCTION 

Chonge  from  last  week:  0.0% 
Chonge  from  last  year:  1.6% 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year:  8.3% 
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The  production  index  was  unchanged  for  the  week  ended  Oct.  14.  Seasonally 
adjusted  auto  and  truck  production  were  down  sharply,  as  Detroit  cut  back  produc- 
tion schedules  in  the  foce  of  sagging  sales.  Paperboard,  poper,  and  lumber  produc- 
tion also  declined.  Rail-freight  traflHc,  coal,  and  electric  power  increased,  and  steel 
amd  crude-oil  refining  output  were  unchanged.  Before  calculation  of  the  four-week 
moving  average,  the  index  rose  to  177.2,  from  176.2  during  the  week  before. 

BW  production  index  copynghl  1989  by  McGraw-Hill  Inc 
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The  leading  index  fell  slightly  for  the  week  ended  Oct.  14,  its  third  consecutive 
weekly  decline.  For  the  latest  week,  lower  bond  yields,  a  smaller  number  of  business 
failures,  and  faster  growth  rates  for  sensitive  materials  and  real  estate  loans  offset  a 
drop  in  stock  prices.  The  M2  growth  rate  was  basically  flat  for  the  week.  Before 
colcubtion  of  the  four-week  moving  overage,  the  index  increased  to  219.8,  from  219 
in  the  previous  week. 

Leodmg  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ogo 

!>  Change 
year  ago 

STEEl  (10/21)  thous.  of  net  tons 

1,816 

1,828# 

-1.7 

AUTOS  (10/21)  units 

141,778 

142,1 17r»: 

-12.6 

TRUCKS  (10/21)  units 

68,012 

61,998r^ 

-16.0 

ELEQRiC  POWER  (10/21)  millions  of  kilowatt-hours 

50,781 

49,959  ?f 

4.8 

CRUDE-OIL  REFINING  (10/21)  thous.  of  bbl./doy 

13,222 

1 3,438  # 

0.7 

COAL  (10/14)  thous.  of  net  tons 

20,430  # 

20,087 

3.7 

PAPERBOARD  (lO/u)  thous.  of  tons 

718.0# 

732. 4r 

-1.8 

PAPER  (10/ 14)  thous.  of  tons 

750.0  # 

761. Or 

-0.1 

LUMBER  (10/14)  millions  of  ft. 

537.7* 

534.7 

3.7 

RAIL  FREIGHT  ( 1 0/ 1 4)  billions  of  ton-miles 

20.2  # 

19.8 

2.5 

Sources:  Americon  Iron  &  Steel  Inst,,  Word's  Automotive  Reports,  Edison  Electric  Inst,,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Associotion  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
090 

Year 
ogo 

JAPANESE  YEN  (10/25) 

141 

142 

126 

GERMAN  MARK  (10/25) 

1.84 

1.85 

1.78 

BRITISH  POUND  (10/25) 

1.61 

1.59 

1.77 

FRENCH  FRANC  (10/25) 

6.24 

6.29 

6.07 

CANADIAN  DOLLAR  (10/25) 

1.17 

1.17 

1.20 

SWISS  FRANC  (10/25) 

1.61 

1.62 

1.50 

MEXICAN  PESO  (10/25)5 

2,607 

2,607 

2,300 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  e 

xcept  for 

PRICES 

Latest 
week 

Week 
090 

%  Change 
year  ogo 

GOLD  (10/25)  $/troyoz. 

368.650 

368.500 

-9.5 

STEEL  SCRAP  (10/24)  =  l  heavy,  $/ton 

104.00 

104.00 

-12.6 

FOODSTUFFS  (10/23)  index,  1 967  =  1 00 

215.6 

212.4 

-7.9 

COPPER  (10/21)  «/lb. 

134.2 

138.3 

-7.6 

ALUMINUM  (10/21)  (./lb. 

81.3 

81.0 

-24.4 

WHEAT  (10/21)  *  2  hard,  $/bu. 

4.33 

4.24 

1.6 

COTTON  (10/21)  strict  low  middling  1-1/16  in.,  c/lb. 

68.87 

69.62 

22.9 

LEADING  INDICATORS 


latest 
week 


Week 
ago 


%  Chan9(  I 
year  agt 


STOCK  PRICES  (10/20)  s&P  500 

344.01 

352.99 

22.9 

CORPORATE  BOND  YIELD,  Aoa  (10/20) 

8.88% 

8.95% 

INDUSTRIAL  MATERIALS  PRICES  (10/20) 

108.0 

107.7 

9. 

BUSINESS  FAILURES  (10/13) 

208 

259 

REAL  ESTATE  LOANS  (10/11)  billions 

$343.8 

$342.8 

14.3 

MONEY  SUPPLY,  M2  (10/9)  billions 

$3,163.8 

$3,161.4r 

4.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/7)  thous. 

396 

334r 

35.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100},  Dun  8ij 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season  j 
oily  adjusts  data  on  business  failures  and  real  estate  loans.  1 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  Loncl  n  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Latest 
week 

Week 
ago 

%  Chongci 
year  agoj 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Sept.)  billions 

$126.7 

$126.8r 

6.2 

CONSUMER  PRICE  INDEX  (Sept.) 

125.0 

124.6 

4.3 

REAL  GROSS  WEEKLY  PAY  (Sept.)  $ 

166.25 

$165.72 

-0.9 

CAPACITY  UTILIZATION  (Sept.) 

83.6% 

83.8% 

-0.1' 

  I 

Sources:  Commerce  Dept.,  BLS,  Federal  Reserve  Board  1 



MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
yeorogo 

MONEY  SUPPLY,  Ml  (10/9) 

$786.0 

$789.3r 

0.1 

BANKS'  BUSINESS  LOANS  (1 0/1 1) 

319.2 

318.3r 

6.1 

FREE  RESERVES  (10/18) 

411 

34r 

-9.1 

NONFINANCIAL  COMMERCIAL  PAPER  (10/9) 

129.4 

129.3 

35.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
a  two-week  period  in  millions). 

which  are  expressed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (10/24) 

8.72% 

8.70% 

8.29% 

PRIME  (10/25) 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (10/24) 

8.43 

8.35 

8.27 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/25) 

8.07 

7.91 

8.41 

EURODOLUR  3-MONTH  (10/18) 

8.51 

8.80 

8.51 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  odjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment,  j 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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In  a  city  where  image  can  be  everything, 


PLAIN  PAPER  EAXES  ARE  TURNING  UP  EVERYWHERE. 


In  Washington,  how  you  look  can  be  just 
as  important  as  what  you  say. 

Which  is  one  reason  plain  paper  faxes  are 
becoming  so  popular  there. 

A  plain  paper  fax  prints  on  paper  that  not 
only  looks  better  than  ordinary  fax  paper,  it 
feels  better  And  it  won't  curl,  smear,  or  fade. 
Even  after  years  of  storage. 

Not  all  plain  paper  faxes  are  alike,  how- 
ever With  Canon's  exclusive  UHQ™  imaging 
technology,  you  send  images  that  are  far 
more  precise  than  those  sent  on  conven- 
tional plain  paper  faxes.  Every  part  of  your 
document,  from  the  smallest  type  to  photos 
and  complex  graphics,  will  arrive  faithful  to 
the  original  every  time. 

And  with  a  high-volume  FAX-850  control- 
ling a  network  of  FAX-630s,  you  can  have 
the  advantages  of  plain  paper  everywhere. 

Call  1-800-OK  CANON.  See  how  Canon 
Plain  Paper  Faxes  can  make  you  look  better 


Canon 


FAX 


Communicating  Quality 


UU  FACSIMILE 
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U.S.  INDUSTRY  SHOULD 
FOLLOW  CATERPILLAR'S  LEAD 

'^Pan  Caterpillar  inch  it.s  way  back  to 
^Iheftier  profits?"  (The  Corporation, 
Sept.  25)  shows  how  shortsighted  the 
financial  community  in  this  countrj'  can 
be.  Caterpillar  is  investing  in  manufac- 
turing to  regain  competitive  advantage 
in  an  area  in  which  America  is  losing 
ground  by  the  minute.  An  investment  of 
$1.8  billion  in  eight  years  that  will  save 
SI. 5  billion  per  year  thereafter  does  not 
sound  bad  to  me.  Cateqjillar's  plant 
modernization  may  not  be  perfect,  but 
the  rationale  behind  it  makes  a  lot  of 
sense.  If  America  wants  to  regain  its 
leadership  in  the  international  business 
arena,  more  companies  will  have  to  start 
thinking  like  Caterpillar  and  investing  in 
manufacturing. 

Carlos  B.  Hadba 
Menlo  Park.  Calif. 


WRITE  ON,  BUT 

REMEMBER  THE  ADDRESS  

Your  article  "Want  action  in  Wash- 
ington? Write  a  letter"  (Personal 
Business,  Oct.  9),  summed  up  the  mes- 
sage I  have  been  conveying  for  years. 
As  a  Congressman  with  28  years  of  ex- 
perience, I  can  flatly  state  that  a  sincere, 
w'ell-thought-out  letter  from  a  constitu- 
ent has  at  times  changed  my  mind  or 
caused  me  to  initiate  a  review  of  a  previ- 
ous judgment. 

I  would  stress  that  the  writer  be  sure 
to  address  any  correspondence  properly. 
This  may  seem  fundamental,  but  I  once 
received  a  letter  addressed  like  this: 
"Mr.  Morris  K.  Udall,  U.  S.  Senator, 
Capitol  Building,  PhoenLx,  Arizona.  Dear 
Congressman  Rhodes  . . . ." 

Morris  K.  Udall 
U.  S.  Representative  (D-Ariz.) 

Washington 

ACTS  OF  GOD  DON'T 

HARM  JUST  THE  INSURERS  

*^M#here  Hugo's  winds  will  keep 
WW  whipping"  (Top  of  the  News, 
Oct.  9)  dwelled  exclusively  on  the  losses 
to  insurance  companies,  with  no  refer- 
ence to  uninsured  losses  by  families  and 
small  businesses.  In  addition  to  their 


homes,  thousands  of  people  have  los 
their  sources  of  income  through  the  di 
struction  of  these  businesses. 

If  the  federal  government  can  donatj 
over  $100  billion  in  tax  money  to 
savings  and  loan  industry-,  much  if  m 
most  of  which  is  to  cover  losses  result 
ing  from  fraud  and  mismanagemen' 
surely  we  could  enact  an  emergency  pr 
gram  to  help  rebuild  homes  and  shop 
destroyed  by  nature.  Insurance  losse 
are  in  dollars  and  will  be  recouped  ii 
time;  individual  losses  are  in  personal 
tangible  items.  As  one  pathetic  victin 
said  on  T\';  "I've  lost  ever\1:hing  I  had 
Where  will  I  go?" 

Mack  A.  Moor( 
Professor  of  Economic 
Georgia  Institute  of  Technolog] 
Atlantj 

KYOCERA  HAS  HAD  AN  AMERICAN 
DIRECTOR  FOR  YEARS 


Your  article  "The  leading  man  in  th( 
Sony-Columbia  deal"  (Top  of  th( 
New^s.  Oct.  9)  names  Sony  as  the  firs' 
major  Japanese  company  to  elect  ar 
American  to  its  board.  This  is  incorrect 
In  1983,  Kyocera  Corp.  elected  Stuar 
Lubitz,  an  American  attorney,  to  its 
board  of  directors.  In  June  of  this  year 
Rodney  Lanthorne,  president  of  the  com 
pany's  U.  S.-based  subsidiarj^  Kyocen 
International,  became  the  second  Ameri- 
can citizen  elected  to  Kyocera's  board. 

On  Sept.  28,  it  w^as  announced  in  con- 
nection  with  a  merger  agreement  be 
tween  Kyocera  and  New  York-basec 
AVX  Corp.  that  its  chairman,  Marshall  D 
Butler,  will  also  be  nominated  to  Kyo- 
cera's board. 

William  L.  Everitt,  Vice-President 
Kyocera  International  Inc. 

San  Diego 

MUM'S  THE  WORD 
AT  THE  CENSUS  BUREAU 


The  Census  Bureau  distributes  and 
sometimes  sells  statistics,  data,  and 
analyses  covering  a  broad  range  of  top- 
ics ("Never  mind  your  number — they've 
got  your  name,"  Cover  Storj',  Sept.  4), 
But  we  do  not  sell  any  information 
about  individuals,  individual  households 
or  companies  by  name.  We  rely  on  the 
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™O0UCED  AND  BOTTIEO  IN 

iNiPi 

IMPORTER  AND  SOLE 
CARIUON  IMPORTE 


Wall  Street  was  shaken  to  its  foundations  today  when  rumors  were 
confirmed  that  two  of  its  oldest  rivals  had  tentatively  reached  an  agree- 
ment to  merge  their  vast  industrial  and  service  holdings. 

Lawyers  for  Phineas  Smith  of  Smith,  Smith,  Smith  and  Smith 
and  Zachary  Jones  of  Jones  World  Corp. ,  delivered  statements  over 
breakfast  at  a  press  conference  at  the  posh  Manhattan  Mens  Club, 
and  later  signed  the  merger  agreement  that  no  one  on  Wall  Street 
could  have  ever  predicted. 

Inside  sources  say  the  process  began  several  months  ago  when 
Jones  secretly  began  buying  Smith  stock,  amassing  21%  of  the  issue, 
and  on  July  third,  tendered  an  offer  to  buy  the  remaining  Smith  stock 
at  $12  over  market  quote  in  a  hostile  takeover  bid. 

What  Jones  insiders  did  not  know  at  the  time  was  that  Smith  had 
also  been  secretly  buying  Jones  stock  through  an  unknown  invest- 
ment house,  and  the  day  after  the  Jones  offer.  Smith  tendered  a 
counter  offer  to  buy  the  remaining  Jones  stock  at  $13  over  market 
value. 

The  simultaneous  takeover  bids  threw  both  companies  into  chaos, 
each  adopting  dangerous  poison  pill  tactics  to  stop  the  other  from 
gaining  control.  Smith  was  actually  seen  handing  out  cyanide  to  his 
top  management,  instructing  them  to  keep  it  hidden  in  the  lapels  of 
their  jackets  at  all  times. 

Meanwhile,  the  infamous  Wall  Street  raider  C.  Hubert  Bone  began 
moving  behind  the  scenes,  amassing  a  reported  $6  billion  warchest 
aimed  at  taking  over  both  Smith  and  Jones  in  their  weakened  states. 

The  secret  takeover  move  caught  both  Smith  and  Jones  off  guard, 
leaving  the  two  battered,  old  enemies  only  one  option  to  avoid  being 
devoured  by  Bone;  they  had  to  bury  the  hatchet  and  merge  their  com- 
panies to  survive. 

After  five  straight  days  of  closed-door  negotiations.  Smith,  Jones 
and  their  lawyers  and  accountants  emerged  with  plans  that  effec- 
tively put  both  companies  under  one  management  team.  It  was  ag- 
reed upon  that  Smith  would  act  as  CEO  during  odd  years  and  Jones 
would  head  up  the  new  corporation  during  even  years.  The  new  cor- 
porate headquarters  will  be  in  Terre  Haute,  Indiana,  halfway  be- 
tween New  York  City,  where  Smith  is  based,  and  Dallas  Texas,  where 
Jones  is  based.  They  still  have  not  agreed  upon  a  name  for  the  new 
company,  although  they  are  rumored  to  be  considering  either  Smith 
and  Jones.  Inc.,  or  Jones  and  Smith,  Inc. 

The  fine  points  of  the  deal  are  not  yet  clear,  but  one  source  said 
that  Mr.  Smith  is  offering  to  trade  his  Aircraft  Division  for  Mr.  Jones" 
stock  holdings  in  Jones"  Industries  Fast  Food  Division,  all  West  Coast 
drilling  rights  currently  owned  by  his  oil  company,  and  two  CEO"s 
to  be  named  later.  Smith  is  said  to  be  willing  to  consider  the  offer 
if  Jones  would  be  willing  to  throw  in  a  Midtown  Manhattan  business 
complex,  three  Atlantic  City  Casinos  and  a  minor  league  hockey 
team. 

Jones  agreed  to  talk  it  over  with  his  mother,  an  octogenarian,  who 
allegedly  still  makes  most  of  the  big  decisions  in  the  family's  finan- 
cial empire. 

C.  Hubert  Bone,  left  with  $6  billion  and  nothing  to  buy,  is  said 
to  be  considering  a  plan  to  finance  a  chain  of  dome-covered  amuse- 
ment parks  in  Alaska  and  Canada,  with  plans  to  expand  into  Siberia, 
Mongolia  and  the  sister  cities  of  Minneapolis/St.  Paul  over  the  next 
ten  years. 
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ABSORBING  BUSINESSES  IIMITS  MARKET  GLUT 

SO,  WHAT  DO  YOU  DO  WHEN 
MERCANTILISM  BECOMES  THE  ONLY  HUNGER 
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public  trust  and  willingness  to  fill  out 
census  forms.  The  Census  Bureau  vigor- 
ously protects  personal  records,  and  we 
are  required  to  do  so  by  law. 

C.  L.  Kincannon,  Deputy  Director 
Census  Bureau 
Washington 

THE  BANE  OF  CD  SOUND 

IS  DIGITAL  RECORDING  

Re  "What?  Warm  sound  from  a  CD 
player?"  (Personal  Business,  Oct.  9): 
My  grandfather,  Emile  Berliner,  invent- 
ed the  analog-disk  record  102  years  ago, 
as  well  as  the  system  of  mass-producing, 
via  presses,  unlimited  copies  of  disks 
from  a  single  master  recording — a  meth- 
od incorporated  into  compact-disk  manu- 
facture. I  find  myself  among  those  au- 
diophiles  you  mentioned  who  believe 
that  CD  sound  cannot  equal  that  of  ana- 
log, which  is  recorded  and  reproduced 
totally  without  digitizing. 

The  problem  cannot  be  solved  by  the 
players  at  any  price,  because  the  root  of 
the  problem  lies  in  the  recording — the 
digitizing  of  the  original  analog  signal. 
The  system  used  to  convert  mellow  ana- 
log tones  to  the  pulse  series  that  com- 
prises the  crisp  digital  format  is  what 


generates  the  problem  in  the  first  place. 
Until  the  cancer  is  attacked  at  the 
source,  these  "band-aid"  approaches 
serve  merely  to  lull  the  music  lover  into 
a  false  sense  of  security — which  doesn't 
exist,  no  matter  what  you  pay. 

Oliver  Berliner 
Beverly  Hills,  Calif. 

ADS  ALSO  ABET 

THE  TOBACCO  INDUSTRY  

I am  in  agreement  with  your  commen- 
tary "Uncle  Sam  shouldn't  be  a  travel- 
ing salesman  for  tobacco"  (International 
Business,  Oct.  9).  I,  too,  feel  as  though 
all  forms  of  aid  to  tobacco,  whether  in 
subsidies  or  trade  assistance,  should  be 
discontinued.  Why  doesn't  BUSINESS 
WEEK  set  a  moral  example  and  refuse 
cigarette  advertising? 

Helen  Lee 
Edmonds,  Wash. 

BLAME  LAWMAKERS,  NOT 

TAX  CUTS,  FOR  THE  DEFICIT  

Shame  on  you,  BUSINESS  WEEK,  for 
apparently  blaming  the  1980-1985  in- 
crease in  the  national  debt  on  tax-cutting 
("The  voodoo  logic  of  cutting  capital 


gains,"  Editorials,  Oct.  2).  By  resurrect 
ing  the  pejorative  used  by  critics  of  Rea 
ganomics,  you  imply  that  the  tax  cut; 
were  as  worthless  as  you  view  a  capital 
gains  cut. 

The  real  voodoo  logic  in  Congress  i; 
the  notion  that  because  incumbents  sue 
cessfuUy  buy  their  local  fiefdoms  witl 
money  from  "other"  districts,  we  in  th 
other  districts  must  be  willing  to  gi 
along. 

Leo  M.  Murra; 
Presiden 
ELM  Communication 
Totowa,  N.J 

AMEX  GETS  CREDIT 

FOR  ITS  CUSTOMER  SERVICE 

*^Pan  Amex  win  the  masses — and  kee 
^iits  class?"  (Finance,  Oct.  9)  misses 
vital  point.  The  reason  that  I  and  other 
carry  the  American  Express  card  is  th 
service  it  provides.  The  1-800  number  fa 
customers  is  one  of  the  most  thoroug 
in  the  industry.  Complaints,  mail-orde 
returns,  and  questions  are  handled  wit 
the  highest  degree  of  efficiency.  If  yo| 
ever  have  had  an  ongoing  discrepana 
with  a  credit-card  company,  you  soon  r« 
alize  that  you  are  in  rough  waters.  J\ 


Whether  your 


building  plans  call 


for  a  functional  approach  or  an  elaborate  design, 
keep  Butler  in  mind.  Our  building 
products  and  systems 


are  preferred  by  more  architects,  developers 

and  owners  around  the 
^  world.  CaU  1-800-232-3794  and 
find  out  why  more  people  are  saying,  That's  a  Butler  Building!" 

Rigid  Standards.  Flexible  Designs.  C 


BUTLER 
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American  Re's  services  are  only 
available  at  the  above  location. 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 
a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 
has  been  in  business  for  over  70  years,  and  we  have 
offices  in  23  locations  worldwide  staffed 
by  local  experts.  We  have  the  capability  to  create 
customized  programs  that  keep  you 
current  in  a  changing  world.  Update  your 
global  strategy  Talk  to  American  Re. 


American  Re-Insurance  Company 

American  Re  Plaza,  555  College  Road  East,  Princeton,  NJ  08543-5241,  Telephone  609  275-2000 


Ailanta  •  Bogota  •  Boston  •  Cairo  •  Chicago  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  London  •  Los  Angeles  •  Melbourne  •  Minneapolis 
Montreal  •  New  York  •  Philadelphia  •  Princeton  •  San  Francisco  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


AmEx,  the  first  response  to  a  custom- 
er's concern  is,  "Sir.  we  will  take  care  of 
that.  Thank  you  for  calling  American 
Express." 

That  is  the  service  that  I  expect  and 
the  service  for  which  I  pay  S75  a  year. 

Gerard  L.  Brandenstein 
Sa\-\-ille,  N.  Y. 

COMPUTERS  SO  FRIENDLY, 

YOU  FORGET  THEY'RE  THERE  

■ was  delighted  to  read  it's  a  PC,  it's  a 
TV — it's  multimedia"  (Special  Report, 
Oct.  9).  In  our  age  of  information  over- 
load, the  computer's  abilitj'  to  select  and 
present  information  will  prove  to  be  an 
important  strategic  tool.  For  the  past 
five  years,  Cognetics  Corp.  has  been 
working  with  the  Human-Computer  In- 
teraction Laboratories  at  the  University 
of  Mar\iand  to  develop  H\-perties — a 
technology  for  creating  and  presenting 
"electronic  books"  on  PCs. 

The  lesson  we've  learned  is  that  tech- 
nology", exciting  as  it  may  be.  is  the  easy 
part.  The  challenge  is  to  create  a  soft- 
ware environment  so  intuitive  and  easy 
to  use  that  the  technology  disappears 
and  does  not  interpose  itself  between  the 
user  and  the  content. 


The  computer  as  a  medium  of  commu- 
nication must  be  as  simple  to  use  as  a 
book  or  a  television.  Our  experience  is 
that  users  who  can  zoom  effortlessly 
through  information  feel  empowered; 
those  hampered  by  poor  software  design 
feel  diminished.  Given  the  razzle-dazzle 
of  interactive  multimedia,  it's  a  lesson 
too  easy  to  forget. 

Charles  B.  Kreitzberg 
President 
Cognetics  Corp. 
Princeton  Junction,  X.J. 

WPPSS  BONDHOLDERS: 

ONCE  BURNED,  TWICE  SHY  

The  Washmgton  Public  Power  Supply 
System  is  once  again  planning  to  sell 
more  bonds  ("The  wppss  mess  winds 
down,"  In  Business  This  Week,  Sept.  18). 
People  who  are  tempted  to  buy  these 
bonds  should  remember  what  has  hap- 
pened in  the  past  to  those  who  pur- 
chased them. 

The  advice  of  my  brokerage  house  is 
well  worth  heeding.  It  will  recommend 
purchase  of  the  new  bonds  on  one  condi- 
tion: "Even."  judge  on  the  Washington 
State  Supreme  Court  and  at  least  a  ma- 
jority of  those  in  the  state  legislature 


must  buy  at  least  S1(X),0{)0  worth  o 
bonds  for  their  own  accounts." 

Why  not  add  the  governor  who  aj 
proved  legislation  making  it  more  dift 
cult  for  those  who  had  purchased  th 
WPPSS  bonds  to  recover  their  money? 

Lloyd  Polent 
Richland,  Wast 

WHO  WILL  SERVICE 
THAT  HOMEMADE  COMPUTER? 


'^Phe  best  PC  maker?  Maybe  it's  you' 

■  (Personal  Business,  Sept.  18) 
hardly  true.  Is  it  really  such  a  bad  thin) 
to  pay  30^c  more  for  a  computer  whei 
you  can  obtain  things  such  as  quality 
warranty,  resale,  service,  and  true  com 
patibility?  Who  will  fix  this  conglomera 
tion  of  parts  or  offer  you  an  extendei 
warrantv"?  Why  encourage  your  reader 
to  waste  their  time  and  money  reinvent 
ing  the  personal  computer? 

Stuart  Lipskj 
Minneapoli 


Letters  to  the  Editor  should  be  sent  to  Reader 
Report.  Business  Week,  1221  Avenue  of  the  Ameti 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in 
elude  an  adaress  and  daytime  and  evening  tele 
phone  numbers.  We  reserve  the  nght  to  edit  letter 
for  clarity  and  space. 


If  everyone  were  in  the  same  business, 

we'd  be  out  of  it. 


David  Grcp;  Golf  Pro 


Kevin  McCarthv.  Actor/  Waiter 


Fortunately  for  us,  there  are  more 
occupations  than  you  can  shake  a  re- 
sume' at.  Fortunately  for  you,  we  have 
an  organizer  to  satisfy  each  of  them. 

And  once  you  decide  which  you 
like,  you  can  personalize  it  by  adding 
dozens  of  different  refills. 

About  the  only  refill  we  don't  ofTer 
is  a  social  calendar  that  comes  filled 


lOu  11  r.nc  Da 


Gayle  Walker,  Math  Teacher       Bleen  igucht.  Aerobics  Instructor 
'i  in  otTice  products  stores,  gift  shops,  department  stores,  and  the  hands  of  organized  people  ever.-^.s  here  For  more  ;r,iorrr,atiL 
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One  online  service  has 
the  best  name  in  business. 


To  rise  above  the  aowd  in  todsf  s 
world,  you  need  the  best. 

Your  competition  simply  won't 
let  you  settle  for  less. 

That's  why  you  need  the  one 
online  service  with  the  best  name 
in  business— Dow  Jones 
News/Retrieval,  from  Dow  Jones  & 
Company,  Inc.,  publisher  of  The 
Wall  Street  Journal. 

Year  after  year,  in  survey  after 
survey  American  business  votes 
Dow  Jones  the  best  name  in  the 
publishing  industry. 

Now  Dow  Jones  News/Retrieval 
is  setting  the  standard  by  which  all 
online  business  services  wiE  be 
judged.  Providing  the  timely  news 
and  information  you  need  to  make 
wise  business  decisions.  Breaking 
more  ciitical  stories  than  other 
services.  Meticulously  verifying  the 
accuracy  of  our  reports.  And  pio- 
neering breakthrough  technologies 
to  guarantee  even  the  most 
computer-wary  professional  can 
use  our  service  with  ease. 

Business  professionals  in  most  of 
the  Rjrtune  500  already  count  on 
our  special  brand  of  online  infor- 
mation. Call  1-800-225-3170  Ext.  644 
today  for  more  information  on  how 
we  can  give  you  the  same  edge. 

And  get  the  best  name  in 
business  for  yourself. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


)  Dow  [ones  &  Company.  Inc  All  nghts  reserved 


When  it  comes  to  your  financial  needs, 
we  have  a  special  perspective. 


When  you  deal  with  Transamerica,  you're       financial  needs  for  more  than  60  years.  We 
dealing  with  a  $28  billion  company  that's        specialize  in  things  like  life  and  property  & 
been  helping  people  and  businesses  meet  their    casualty  insurance,  money  management, 


Because  we  think  that  works  best  for  you.  the  power  of  the  pyramid  is  working  foryou:- 


AGNELLI:  FIAT  AND  THE  NETWORK  OF  ITALIAN  POWER 

By  Alan  Friedman 

NAL  Books  .  367pp  •  $19  95 


INSIDE  THE  REAIM 

OF  ITALY'S  UNCROWNED  KING 


Imagine  an  America  where  one  family 
controlled  General  Motors,  and 
where  GM,  having  bought  up  Chrys- 
ler and  Ford,  was  the  only  big  auto  mak- 
er. Imagine  further  that  this  family  also 
controlled  The  Neiv  York  Times  and  The 
Washington  Post,  as  well  as  the  largest 
retailer,  the  largest  heavy-engineering 
group,  and  big  chunks  of  the  U.  S.  insur- 
ance, food,  and  defense  industries.  Final- 
ly, imagine  that  this  concentration  of 
wealth  represented  one-quarter  of  the 
value  of  the  New  York  Stock  Exchange. 

Italy  has  such  a  family:  the  Agnellis. 
They  and  the  Fiat  car  group  they  control 
have  a  weight  in  the  Itidian  economy 
enjoyed  by  no  single  family  in  any  other 
leading  industrialized  country.  Fiat's  $38 
billion  in  sales  represents  more  than  5% 
of  Italy's  gross  domestic  product  and 
provides  direct  and  indirect  employment 


for  some  400,000  Italians.  And  the  Ag- 
nellis control  much  more  than  the  Turin- 
based  car  group.  Listed  companies  in 
their  stable  represent  more  than  257'  of 
the  value  of  the  Milan  Stock  Exchange. 

No  wonder  patriarch  Gianni  Agnelli 
tends  to  get  what  he  wants.  He  is,  the 
saying  goes,  Italy's  uncrowned  king — 
the  master  of  "a  monarchy  within  a  Re- 
public," as  an  Italian  politician  once  put 
it.  In  a  country  where  powerless  govern- 
ments collapse  with  almost  clockwork 
regularity,  the  aristocratic,  perenially 
suntanned  Agnelli  represents  "the  per- 
manent establishment,  the  continuity, 
what  Italy  can  be  proud  of,"  in  the 
words  of  his  good  friend  Henry  Kissin- 
ger, quoted  in  Alan  Friedman's  Agnelli: 
Fiat  and  the  Network  of  Italian  Poiver. 

To  Friedman,  former  Milan  correspon- 
dent for  London's  Financial  Times,  Ag- 


nelli isn't  just  a  king.  He  is  "a  latter-da 
despot  whose  family  enriched  itself  b 
doing  business  with  the  Fascist  innt 
circle  when  Mussolini  came  to  power 
Now,  says  Friedman,  Fiat  has  become 
strapotere — an  all-encompassing  powei 

Friedman,  one  of  the  most  astute  ol 
servers  of  Italian  business  today,  say 
he  set  out  to  write  a  book  about  thj 
undeniable  dynamism  of  "the  New  I 
ly."  But  behind  the  success  stories  lau' 
ed  by  the  international  media — the  Be 
ettons,  the  De  Benedettis — he  says  h 
discovered  an  immutable,  closed,  oL 
guard  of  Italian  capitalism  that  make 
the  rules,  does  the  big  deals — and  trea 
the  government  as  an  indentured  se 
vant.  Leading  that  old  guard,  Friedma: 
says,  is  Gianni  Agnelli. 

There  is  an  element  of  truth  in  hi 
assertion.  It  is  impossible  to  understanr' 
modern  Italy — whose  economy  is  nov 
the  world's  fifth-largest — without  under 
standing  the  oligarchical,  virtually  feu 
dal  network  of  power  that  links  Agnell 
and  a  handful  of  other  private  groups  n 
state  banks  and  the  political  parties. 

Indeed,  anyone  considering  doing  busi  | 
ness  in  Italy  would  be  wise  to  read 
Friedman's  fascinating  analysis.  His  ac- 
count of  how  Agnelli  and  his  Milan 
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AGNELLI:  COMPANIES  IN  HIS  STABLE 
REPRESENT  MORE  THAN  25%  OF  THE 
VALUE  OF  THE  MILAN  STOCK  EXCHANGE 


banking  allies  got  Libya  to  sell  its  politi- 
cally thorny  15%  stake — by  running  up 
the  share  price,  Friedman  asserts — is  a 
brilliant  study  of  the  way  the  clubby 
Italian  finance  scene  operates.  While 
Qadaffi  earned  $2.7  billion,  the  interna- 
tional banks  that  underwrote  the  deal 
lost  millions  when  the  shares  later 
slumped. 

That's  not  the  only  dirt  Friedman  digs 
up.  He  reports  that  Fiat  indirectly  assist- 
ed Iraq  in  attempts  to  illegally  obtain 
nuclear-capable  ballistic-missile  technol- 
ogy. While  Friedman  supports  his  accu- 
sations with  ample  documentation,  he 
seems  to  be  straining  to  depict  Fiat  as 
the  incarnation  of  corporate  evil. 
This  creates  a  disturbingly  one-sid- 
ed book.  As  Friedman  sees  it.  Fiat  is 
ruthlessly  trampling  competitors,  mis- 
treating workers,  and  subverting  de- 
mocracy. What  he  can't  bring  himself  to 
admit  is  that  Fiat  is  also  doing  some- 
thing right.  Since  the  group's  return  to 
profitablity  in  the  early  1980s,  it  has  be- 
come the  most  powerful  auto  maker  on 
the  Continent,  thanks  to  superb  manage- 
ment, sophisticated  marketing,  and  bril- 
liant financial  engineering.  The  para- 
digm of  a  successful  business,  it  is  far 
from  being  the  monster  of  Friedman's 
imagining. 
Friedman's  relentlessly  polemical  tone 


doesn't  help  his  case.  Nor  do  his  sensa- 
tionalized tales  of  Agnelli's  sybaritic  ex- 
istence before  he  became  Fiat  chairman 
in  1966  at  the  age  of  45.  Agnelli  is  one  of 
the  greatest  playboys  who  ever  lived — 
the  stories  of  his  steamy  affairs  with 
Anita  Ekberg,  Pamela  Churchill  (now 
Harriman),  and  innumerable  other  wom- 
en up  and  down  the  Cote  d'Azur  could 
provide  material  for  a  decade  of  Dynas- 
ty. But  they're  out  of  place  in  a  serious 
discussion  of  modern  Italian  capitalism. 

More  fundamentally,  Friedman  is  car- 
rying some  weighty  Anglo-American 
ideological  baggage.  U.  S.-style  public 
corporations  and  transparent  financial 
markets  are  not  the  only  models  around. 
Japan,  West  Germany,  and  Italy  have 
become  huge  economic  successes  with 
different  methods.  Although  it  may  be 
unfashionable  to  say  so,  oligarchical  cap- 
italism has  served  Italy  well.  Torrid  eco- 
nomic growth  over  the  past  decade  has 
made  Italians  richer  than  the  British  and 
possibly  the  French. 

The  real  test,  of  course,  will  come 
when  Italy  must  integrate  its  idiosyn- 
cratic capitalist  structures  with  those  of 
greater  Europe.  The  post-1992  Europe  of 
open  markets,  unfettered  competition, 
and  an  entirely  different  set  of  financial 
rules  will  test  Fiat  and  Italy  as  never 
before.  Italian  capitalism,  with  its  old 
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CEITfEL 

A  star  IS  born  And  Centel  helps  spread  the  word  even 
more  quickly  and  clearly  than  ever,  thanks  to 
technical  advances  in  fiber  optics  and  digital  switching - 

areas  in  which  our  telephone  operations  have 
demonstrated  innovative  leadership  for  years  The  same 

s  true  of  our  cellular  system,  already  second  in 
number  of  markets  served  and  growing  fast.  All  of  which 
helps  us  bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

■  Telephone  •  Cellular  Communications  ■ 
•  Business  Systems  •  Power  Distribution  ■ 


re  exposes  aircraft  to  In  service,  a  plane  can  be  capable  of  withstanding  such  filters  out  ultraviolet  rays|tnj 

extt,    e      "ditions.  On  the  bombarded  by  ultraviolet  rays  treatment.  is  also  immune  to  any  chan 

*     ground  in  L'^s  Vegas,  for  example,  and  just  within  hours,  be  riding  And  it  can...  thanks  to  the  temperature  and  to  sunlight|it 

5     thetemperatk.  ecanrisetollS  F.  out  a  snow  storm,  a  cloud  burst,  polyurethane  paint  developed  by         The  finish  doesn't  dis 

I While  at  40,00il  feet  -65  F  is  the  or  a  flurry  of  hail.  Akzo.  crack  or  peel.  In  fact,  it  adtve 

rule  rather  than  the  exception.  The  skin  of  aircraft  must  be         Our  surface  finish  not  only  protects.  \ 
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tning  can't  mar  it  nor  Each  year  we  invest  millions  of  -  and  one  that's  worth  knowing 

1,  hail,  antifreeze,  dollars  in  research  in  the  fields  more  about, 

ic  oil  and  fuel.  This  ad-  of  chemicals,  fibers,  polymers.  For  further  information 

coating  is  but  one  of  the  health  care  as  well  as  coatings.  please  write  to  Akzo  America  Inc., 
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It  you're  looking  for  some 
good  reading,  you've  just 
found  it.  The  free  Consumer 
Information  Catalog. 

The  Catalog  lists  about 
200  federal  publications, 
many  of  them  free.  They 
can  help  you  eat  right, 
manage  your  money, 
stay  healthy,  plan  your 
child's  education,  learn 
about  federal  benefits 
and  more. 

So  sharpen  your  pencil. 
Write  for  the  free 
Consumer  Information 
Catalog.  And  get  reading 
worth  writing  for. 


if' 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 

A  public  service  of  this  publication  and  the  Consumer 
Information  Center  of  the  U  S  General  Services  Administration 


guard,  has  proved  to  be  wonderful 
flexible  and  adaptable.  My  guess  is  th 
it  will  meet  the  challenge. 

BY  JOHN  ROSSAh 
Rossant  is  BWs  Rome  bureau  managed 
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FUNNY  BUSINESS: 

AN  OUTSIDER'S  YEAR  IN  JAPAN 

By  Gary  Katzenstein 

Soho  Press  •  228pp  •  $17,95 
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Japan  is  at  once  a  seemingly  invinc 
ble  competitive  power  and  a  societ 
full  of  inefficient  feudal  customs.  I 
Funny  Business,  Gary  Katzenstei' 
doesn't  resolve  that  paradox,  but  he  o; 
fers  a  fresh  perspective,  reminding  us  i 
a  lively,  intensely  personal  narrative  o 
the  "irrational"  side  of  Japan  that  bot 
fascinates  and  repels  the  outsider, 

Katzenstein,  a  business  and  compute: 
engineering  graduate,  spent  a  year  i; 
Japan.  Much  of  this  time  he  was  era 
ployed  by  Sony  Corp.  and  engaged  in 
frustrating  effort  to  get  Sony  to  taki 
him  seriously.  The  book's  strength  liei 
in  Katzenstein's  ignorance  about  Japan 
He  conveys  the  confusion  and  astonish 
ment  of  the  neophyte  as  he  graduallj 
learns  the  country's  ways.  After  severa 
women  refused  to  eat  with  him  in  Sony 
cafeteria,  a  co-worker  confided  that 
was  because  everyone  would  assume  h( 
was  sleeping  with  thetn.  One  woman  lat 
er  told  him  Sony  officials  had  even  called 
her  at  home  one  Friday  night  to  make 
sure  she  wasn't  cavorting  in  town. 

Katzenstein  came  across  many  telling 
tidbits:  how  there  are  no  left-handed 
Japanese  because  all  are  forced  to  use 
their  right  hands;  how  dismal  and  sloppy 
the  Japanese  medical  system  often  is; 
how  the  Japanese  have  developed  their 
own  version  of  English,  which  they  un- 
derstand among  themselves  but  which  is 
Greek  to  the  American. 

He  also  grew  disillusioned  with  Japa 
nese  management.  Workers  at  Sony 
spend  hours  of  overtime  doing  little  pro- 
ductive work,  he  writes,  and  the  Japa- 
nese are  hierarchical  and  unwilling  to 
listen  to  subordinates.  But  Katzenstein 
is  weakest  when  he  tries  to  analyze 
what  he  saw.  Perhaps  his  worst  blunder 
is  condemning  Japanese  management 
based  on  his  limited  experience.  Japa- 
nese companies  can  be  miserable,  ineffi- 
cient places  to  work  but  they  are  effec- 
tive in  getting  employees  to  identify 
with  the  company  and  its  goals.  Katzen- 
stein's bumbling  through  Japan  makes 
wonderful  reading,  but  in  reaching  out 
to  discover  some  deeper  ineaning,  he 
only  makes  it  clear  how  much  of  an 
outsider  he  remains. 

BY  LESLIE  HELM 
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THE  REWARDS  OF  SPARTAN^ 


V 


Our  Low  Expense 

Guarantee: 
Your  High  Yield 
Opportunity. 


Only  Spartan 
Guarantees  Low 
Expenses  Into  1992! 

The  Spartan  Guarantee  is  designed  to 
give  investors  impressive  current 
yields  by  limiting  expenses  to  no  more 
than  0.45%.  And  not  onl\  can  our  Low 
Expense  Guarantee  increase  yields, 
other  things  being  ecjuai;  it's  guaran- 
teed into  1992! 

Tliis  may  be  of  particular  benertt 
to  investors  receiving  retirement  plan 
distributions  or  with  existing  IRAs. 

Our  Highest  Current 
Money  Market  Yields 

Spartan  offers  investors  the  highest 
yields  of  any  Fidelity  money  market 


fund.  ,\]id  because  Spartan  investors 
pay  only  for  the  transactions  they 
make,'  they  can  control  their  own 
costs. 

Special  Yield  Oflfer 

For  a  limitetl  time,  your  Spartan  \  iekl 
is  getting  an  extra  boost  vvliile  Fidelity 
temporarily  pays  for  a  portion  of 
Spartan's  expenses!'-' 

With  Spartan's  Low  Expense 
Guarantee  into  1992,  and  by  minimiz- 
ing transactions,  and  taking  advantage 
of  today's  Special  Yield  Opportunity, 
investors  can  enjoy  the  unique 
rewards  of  Spartan. 

The  rewards  of  Spartan  retiuire  a 
minimum  initial  investment  of 
S2( ),()()().  For  more  complete  informa- 
tion on  Spartan  Money  Market  Fund, 


Current  Yield 


including  management  fees  and  trans- 
action expenses,  call  or  write  for  a 
free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-6666 


Fidelity 


investments 


® 


CODE  BW/SPM/110689 


•R  Fidelity  Dislriiniiois C()rpi)rali(}ii  (Gt'iu-ral  DiMnhiitKni  Aijcni).  RO.  Box  ()(i(Ki().\  Dalkis,  TX  "S2(i(v()(i(l> 

*,\iinuali/eil  historical  yields  for  the  7-day  period  endiii,i;  Hffective  \  ield  assumes  reinvested  income.  Yield  will  vary.  lk\nimiin,n  "/1/S9,  l-'idelil\  is  tem- 

porarily paying  for  a  portion  of  the  Fund's  expenses.  If  the  advisor  had  not  paid  a  portion  of  the  hnid's  expenses,  the  current  and  eftective  yiekK  would  have 
been  8.52%  and  S.S^'V),  respectively  The  expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  the  yield  w  ill  go 
down.  (Through  S/^A)2,  the  Fund's  expenses  w  ill  not  be  more  than  4S"...)  'These  ti'ansactions  w  ill  reduce  \(iur  \  ield  depending  on  the  number  ol  transac- 
tions \()u  make. 
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For  those  who  think  this  is  all  there  is  to  IBM  Service, 
weld  like  to  adjust  your  thinking. 


IBM  has  built  a  solid  reputation  as 
maintenance  experts.  Now  we've 
expanded  our  services  beyond  mainte- 
nance. We  even  include  services  for  your 
non-IBM  equipment. 

We  will  take  care  of  all  your  needs. 
From  hardware  and  software  integration 
to  data  center  design  to  value  added 
network  services. 

For  instance,  we'll  move  your 
data  processing  system  2,000  feet  or 
2,000  miles.  And  we'll  be  with  you  from 
pre-planning  to  post-move  testing.  It's  all 
part  of  IBM  Customized  Operational 

  Services. 

"""■^^^j^^^^^^  And  because  no  business  can  afford 

downtime,  IBM  is  there  with  Network 
Support,  too.  We'll  reduce  the  likelihood 
of  downtime,  and  work  quickly  to 
^'^it^''^^^^^  bring  you  back  up 

if  it  does  occur. 


What's  more,  ^^^^^^^^  J 

if  you  have  a  question  ^^^^^ 
or  problem  with  any  of  your  systems, 
specialists  are  available  24  hours  a  day 
7  days  a  week. 

If  you'd  like  further  information,  we 
would  be  happy  to  send  you  some  litera- 
ture. Just  call  1  800  IBM-2468,  ext.  133. 

IBM  Service.  You'll  find  out  it's 
really  much  more  than  you  think. 
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HHJGEPmi  PEKftONE  &  RMONEIS.  INC 


HEDGEPETa  PERRONE  &  PARTNERS.  KC 


HEDGEPEni.  PHWOVE  &  PARTNTK,  KC. 


Take  any  presentation    Change  the  color, 
gi'aphic. 


Reduce  it  33% 
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Re -proportion  it. 


Higlilight  important 
captions. 


HEDGEPBra.  PEXRON-ES  MirrVEK  INC 


Convert  it  to 
an  overhead. 
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And  knockout 
'•^^ '  s  at  30  qmi. 


Great  cnlnr 
on  pluiii  paper 
at  an  afformhle 
price 


YouVe  just  previewed  the 
Panasonic '  digital  color  copier. 

Presenting  the  FP-Cl,  from  Panasonic. 
Because  it's  digital,  you'll  be  able  to  custom  tailor  graphics  for  ever\' 
presenLation.  Because  it  does  black- & -whites  at  30  copies  per  minute,  vou'll 
save  the  cost  of  a  second  copier  Because  it's  so  eas\'  to  use.  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
^  1    proprietary-  color  transcription  technology;  you'll  nave  few  paper 
lams  and  off- register  copies. 
Finally  because  it's  so  affordable,  you'll  justify'  the  purchase  a  lot  easier 
than  \'0u  would  digital  color  copiers  costing  around  S40,000. 

The  FP-Cl.  It  brings  a  touch  more  creativity"  to  any  office. 
For  the  name  of  vour  nearest  Pan;isonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 

Copiers.  Qnupute?\  Printers.  I\ripfjerals. 
Typeivriters  and  Facsimites. 


Panasonic 


Office  Automation/^;^^''^^^\^\ 


FP-Cl  is  shown  accessorized  ©1989.  Panasonic  Office  Automaih 
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U.S.  BUSINESS 
ISN'T  ABOUT 
TO  BE 
OCIETY'S  SAVIOR 


BY  ROBERT KUTTNER 


Despite  recent  ballyhoo, 
supporters  of  improved 
public  education,  worker 
raining,  and  national  health 
care  won't  be  rescued 
by  the  white  knight 
of  Corporate  America 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


A naively  hopeful  fable  is  making 
the  rounds,  celebrating  a  new  en- 
lightened self-interest  of  ordinari- 
ly hard-nosed  business  leaders.  As  the 
fable  goes,  America's  woeful  public 
schools  and  its  patchwork  system  of 
worker  training  are  about  to  be  res- 
cued— by  business.  Business  is  also  the 
white  knight  that  will  succeed  in  achiev- 
ing national  health  insurance  where  two 
generations  of  liberals  have  failed.  Rich- 
ard Belous,  a  vice-president  of  the  Na- 
tional Planning  Assn.,  terms  this  trend 
"Business  Roundtable  Socialism." 

Why  should  all  of  this  be  happening? 
Because,  the  popular  reasoning  goes, 
corporations  are  faced  with  labor  short- 
ages and  a  declining  pool  of  literate  re- 
cruits, so  they  have  belatedly  grasped 
that  their  future  depends  on  better 
schools  and  more  comprehensive  job 
training.  On  the  health  insurance  front, 
business'  practical  concern  with  health 
care  costs  is  said  to  outweigh  its  ideolog- 
ical hostility  to  socialized  medicine. 

The  trouble  is  that  this  fable  is  just 
that.  To  be  sure,  business  ought  to  be 
worried  about  the  dreadful  condition  of 
America's  schools  and  the  inefficiency  of 
its  profit-driven  system  of  health  care. 
But  despite  some  exceptional  efforts, 
such  as  the  Committee  for  Economic  De- 
velopment's long-standing  advocacy  of 
investment  in  education  and  training, 
and  some  promising  local  partnerships 
to  improve  public  schools,  such  as  the 
Boston  Compact,  business  is  not  yet 
playing  seriously. 

In  the  recent  legislative  battle  over 
repeal  of  catastrophic  health  insurance, 
for  example,  the  socialists  of  the  Round- 
table  were  not  heard  from.  Most  busi- 
nesses are  indeed  trying  to  reduce 
health  costs.  But  like  Nynex  Corp.,  they 
are  doing  it  the  old-fashioned  way — by 
shaving  benefits,  not  by  lobbying  seri- 
ously for  national  health  insurance.  Far 
more  lobbying  energy,  pound  for  pound, 
is  expended  attacking  measures  such  as 
"section  89,"  which  required  that  work- 
ers get  the  same  health  package  as  exec- 
utives, than  in  advocating  comprehen- 
sive reform.  Nor  is  a  single  Roundtable 
company  on  record  in  favor  of  universal 
health  insurance. 

BETWEEN  THE  CRACKS.  Even  when  busi- 
ness has  gotten  behind  efforts  for  a 
more  socialized  system  of  health  care,  as 
in  the  case  of  Massachusetts'  new  uni- 
versal health-insurance  plan,  the  result 
is  nothing  to  crow  about.  Rather  than 
producing  a  genuinely  universal  system, 
the  Massachusetts  law— which  may  nev- 
er be  funded  because  of  that  state's  es- 
calating fiscal  crisis — simply  adds  one 
more  tier  to  the  existing  two-class  sys- 
tem. Most  workers  will  still  get  health 
insurance  as  a  fringe  benefit  from  their 


jobs.  Poor  people  will  still  get  coverage 
from  an  underfunded  medicaid  system 
that  most  health  care  providers  try  to 
avoid.  The  new  tier,  funded  by  taxes  on 
businesses  that  don't  provide  health  cov- 
erage as  a  fringe  benefit  and  by  direct 
state  appropriations,  will  cover  those 
who  fall  between  the  cracks.  This  is 
progress  of  a  sort,  but  it  falls  woefully 
short  of  the  comprehensive  reform  that 
remains  too  radical  for  most  business 
leaders.  The  result  is  still  a  health  care 
system  with  escalating  costs  and  uneven 
service. 

By  the  same  token,  while  large  corpo- 
rations are  necessarily  increasing  their 
investment  in  compensatory  education 
and  training  their  own  workers,  small 
businesses  are  not.  Most  of  the  world's 
advanced  industrial  nations  have  coher- 
ent, publicly  funded  training  systems 
that  recognize  an  economic  truth:  that 
businesses  systematically  underinvest  in 
training  because  there's  no  assurance 
that  the  newly  trained  worker  won't 
jump  ship  and  work  for  the  competition. 
The  West  Germans  compensate  for  this 
with  a  comprehensive  system  of  appren- 
ticeship; the  Swedes,  with  a  system  of 
local  labor-market  boards  that  can  subsi- 
dize training;  the  French,  with  a  require- 
ment that  companies  either  invest  2%  of 
their  budgets  in  worker  training  or  pay 
a  tax.  A  publicly  funded  training  system 
for  the  U.  S.  makes  eminent  sense — but 
there's  no  groundswell  of  business  pres- 
sure demanding  one. 
'PINTS  OF  LITE.'  Nor  is  business  making 
up  for  the  systematic  underinvestment 
in  America's  public  schools.  Notwith- 
standing hundreds  of  adopt-a-school 
schemes,  most  major  corporations  still 
spend  more  on  the  local  symphony  and 
the  United  Way  than  on  public  educa- 
tion. And  with  good  reason:  Schools  are 
expensive.  A  public  school  runs  on  an 
annual  budget  of  $2  million  or  $3  million. 
It's  no  accident  that  the  school  system  is 
tax-supported.  It  ought  to  remain  that 
way — with  adequate  funding.  William 
Spring,  the  Boston  Federal  Reserve 
Bank  vice-president  who  helped  design 
the  highly  successful  Boston  Compact, 
dismisses  most  adopt-a-school  initiatives 
as  "a  thousand  pints  of  Lite." 

In  sum,  supporters  of  public  educa- 
tion, training,  and  health  care  won't  be 
rescued  by  Business  Roundtable  Social- 
ism. It's  too  bad  organized  business 
doesn't  make  a  better-educated  work 
force  and  an  efficient,  universal  health 
care  system  a  top  legislative  priority. 
But  it  doesn't.  That's  not  what  share- 
holders expect  from  their  CEOs.  And 
that's  why  Calvin  Coolidge  was  only  half 
right.  The  business  of  America  may  be 
business,  but  it's  not  just  business.  It's 
also  citizenship.  H 
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HOW  FAST  SHOULD  A  LUXURY  CAR  CO? 


The  most  important  thing  to  an  Infiniti  design- 
er is  to  make  a  perfectly  balanced  car. 

This  harmony  of  balance  is  gained  by  thinking 
about  the  effect  of  performance  on  such  other 
luxurious  attributes  as  handling  and  comfort. 

However 

Infiniti  cars  are  road  cars  and  the  luxury  expe- 
rience is  primarily  one  that  you  enjoy  while 
you  are  in  the  car  and  the  car  is  moving. 

So 

Engine  output  for  the  Infiniti  Q45  sedan  is  the 
highest  in  the  V8  luxury  class  (over  278  horse- 
power). Maximum  speed  is  150  mph.  The  car 
can  achieve  lateral  acceleration  (what  astro- 
nauts and  test  pilots  know  as  pulling  G's)  of 


0.8  G's  which  is  also  one  of  the  highest  in  the 
luxury  class. 

Technically  speaking,  we  reduced  yaw  moment 
and  frontal  lift  as  well  as  aerodynamic  drag, 
making  a  speedier,  more  stable  and  better  han- 
dling automobile.  In  this  vital,  technical  area, 
we  feel  we  have  set  a  new  standard  for  luxury 
cars. 

Thus  answering  the  question  at  the  top  of  this 
page  not  only  for  you,  the  driver,  but  for  every 
other  luxury  car  manufacturer  in  the  world. 

If  you'd  like  more  answers  to  your  ques- 
tions, please  call  for  more  information  or 
for  the  name  of  the  Infiniti  dealer  nearest 
you.  1-800-826-6500. 

Thank  you. 
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BY  GENE  KORETZ 


LITIGATION'S  COST 
IS  ROCKETING— 
ITS  EFFICIENCY  ISN'T 


There  are  about  750,000  lawyers  in  the 
U.  S.  today — more  than  any  other 
nation  on  earth  in  both  absolute  num- 
bers and  per  capita  terms.  And  what's 
troubling  to  many  observers  is  the  sheer 
economic  cost  of  the  rising  tide  of  litiga- 
tion that's  keeping  these  minions  of  the 
legal  system  busy. 

The  problem  is  highlighted  by  interna- 
tional data  included  in  a  new  study  of 
the  tort  system,  an  area  of  law  that 
covers  all  noncontractual  personal  and 
property  injury  suits,  including  malprac- 
tice cases,  product  liability,  and  automo- 
bile accidents.  The  study  by  Tillinghast, 
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RATIO  OF  TORT  COSTS' 
TO  GROSS  DOMESTIC  PRODUCT 


U,S,   mm  FRANCE    WEST   BRITAIN  JAPAN 
A  PERCENT  GERMANY 

•INCLUDES  PERSONAL  INJURY,  PROPERTY  DAMAGE, 

PRODua  mm,  malpraoice  (19861 

DATA  TILLINGHAST,  A  TOWERS  PERRIN  COMPANY 


an  insurance-industry  consultant  and 
Towers  Perrin  subsidiary,  notes  that 
U.  S.  tort  costs  (legal  and  administrative 
expenses  as  well  as  jury  awards  and 
settlements)  have  always  exceeded  those 
of  other  countries  as  a  percent  of  total 
national  output — running  from  1.07'  to 
1.3%  of  gross  domestic  product  in  the 
1965-1975  period,  compared  with  an  aver- 
age 0.5%  for  12  other  industrial  nations. 
But  while  other  nations'  costs  have  re- 
mained relatively  stable,  U.  S.  tort  costs 
hit  1.7%  of  national  output  in  1985  and 
have  since  soared  to  2.6%-  (chart). 

Some  defenders  of  the  tort  system  ar- 
gue that  costs  have  risen  so  rapidly  h)e- 
cause  the  U.  S.  social  welfare  system  is 
far  smaller  than  those  of  other  industri- 
al nations — in  essence,  that  tort  litiga- 
tion is  simply  filling  the  gap  created  by 
inadequate  government  social  programs. 


But  the  trouble  with  that  argument, 
says  Tillinghast  Vice-President  Robert 
W.  Sturgis,  who  authored  the  study,  "is 
that  the  tort  system  is  not  designed  to 
be  a  welfare  system  and  is  terribly  inef- 
ficient in  that  role." 

Payments  to  beneficiaries  of  the  U.  S. 
workers'  compensation  insurance  sys- 
tem, for  example,  make  up  about  70%-  of 
the  system's  total  costs.  The  U.  S.  health 
insurance  and  Social  Security  systems 
pay  out  about  85%-  and  99%'  of  their  re- 
spective revenues.  In  contrast,  the  tort 
system  remits  only  50%-  of  its  total  costs 
to  injured  parties,  with  the  rest  going  to 
administration,  court  costs,  legal  fees, 
and  the  like.  Moreover,  only  half  of  what 
claimants  receive  represents  reimburse- 
ment for  actual  economic  losses,  while 
the  other  half  is  compensation  for  pain 
and  suffering.  "So,  depending  on  one's 
view  of  the  economic  validity  of  pain  and 
suffering,"  says  Sturgis,  "the  tort  sys- 
tem is  either  257"  or  50%-  efficient." 

However,  one  views  the  tort  system, 
one  thing  is  clear:  Its  costs  are  accelerat- 
ing. In  inflation-adjusted  terms,  the  U.  S. 
economy  grew  at  a  2.7%  average  annual 
rate  from^  1980  to  1987,  Social  Security 
outlays  rose  at  a  4.2%  clip,  and  govern- 
ment health  expenditures  jumped  at  a 
5'  '  pace.  But  tort  costs  have  been  ex- 
ploding at  a  real  rate  of  10.6%  a  year. 


INVESTING  ABROAD  IS 
PAYING  OFF  BIG 
FOR  U.S.  COMPANIES 


The  investment  boom  overseas  hasn't 
bypassed  U.  S.  multinationals.  Econ- 
omist Gary  Schlossberg  at  Wells  Fargo 
Bank  notes  that  the  dollar  value  of  capi- 
tal expenditures  by  foreign  affiliates  of 
American  companies  has  been  rising  at 
close  to  a  207'  rate  in  the  past  two  years. 
That's  roughly  double  the  growth  rate 
of  capital  spending  in  the  U.  S. 

Why  the  faster  pickup  overseas  in  the 
face  of  improved  American  competitive- 
ness? Schlossberg  points  to  such  factors 
as  strong  growth  abroad,  U.  S.  compa- 
nies' desire  to  position  themselves  in  a 
more  unified  European  Community,  and 
the  liberalization  of  foreign-investment 
laws  in  Latin  America  and  other  devel- 
oping nations.  What's  more,  investment 
returns  overseas  continue  to  outpace 
those  at  home.  Schlossberg  estimates 
that  the  aftertax  return  on  assets  of 
foreign  affiliates  of  U.  S.  nonfinancial 
companies — adjusted  for  exchange-rate 
shifts — rose  from  an  average  137c  in 
1983-85  to  14.5%  in  1986-88.  By  contrast, 
the  comparable  return  achieved  by  such 
companies  in  the  U.  S.  has  averaged  less 
than  2.5%  in  the  past  three  years. 


THE  'PHENOMENAL' 
GROWTH  OF 
BLACK  AFFLUENCE 


lotwithstanding  the  persistent  eco 
Inomic  woes  plaguing  large  num 
bers  of  black  Americans,  a  significan 
minority  of  blacks  have  climbed  the  eco 
nomic  ladder  and  achieved  a  measure  o; 
affluence  during  the  current  expansion 
reports  demographer  William  O'Hare  ii 
the  current  issue  of  American  Demo 
gmphics.  Although  many  black  familiei 
suffered  sharp  income  reversals  durinj 
the  last  recession,  says  O'Hare,  "tb 
growth  in  black  affluence  since  the  earl; 
1980s  has  been  phenomenal,  with  thi 
number  of  households  with  incomes  o 
at  least  $50,000  more  than  doubling.' 

Today,  over  1  million  black  house 
holds,  or  1  in  10,  enjoy  annual  incomei 
of  $50,000  or  more.  Like  other  affluen 
Americans,  notes  O'Hare,  those  in  thii 
group  tend  to  be  middle-aged,  marriec 
well-educated,  and  to  own  their  owi 
homes.  They  also  "tend  to  reach  tb 
$50,000-a-year  threshold  by  combininj 
the  earnings  of  two  or  more  workers.' 

Affluent  blacks  are  less  numerou: 
than  wealthy  whites  in  relative  terms 
however,  and  they're  also  less  affluent 
White  households  in  the  $50,000-and 
above  class,  for  example,  make  up  ^ 
of  all  white  households.  And  34%-  of  ai 
fluent  white  households  have  incomes  o 
$75,000  or  more,  compared  with  only  27/ 
of  affluent  black  families.  Still,  the  rap 
idly  rising  affluence  of  some  blacks  sug 
gests  that  growing  income  inequality  i 
as  much  a  trend  in  the  black  communit 
as  it  is  in  the  population  at  large. 


NOW,  THE  TAXMAN  IS 
FEELING  THE  PINCH  IN 
CORPORATE  PROFITS 


The  corporate  profits  downturn  is  f 
nally  showing  up  in  the  goverr 
ment's  tax  take,  reports  economist  Si 
san  Hering  of  Salomon  Brothers  In( 
She  notes  that  the  Treasury  Dept.'s  prf^ 
liminary  tally  of  third-quarter  estimate! 
corporate  income  tax  payments  made  ij 
September  came  in  $1  billion  below  th' 
June  payment.  Though  small,  the  drop  i 
payments  was  the  first  recorded  sine 
1981 — when  the  economy  was  slidin 
into  recession  and  profits  were  tun 
bling.  Hering  says  the  sluggish  profit 
outlook  suggests  that  corporate  tax  re^ 
enues  in  fiscal  1990  could  lag  $12  billio 
behind  Administration  projections.  I 
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At  last!  A  new 
HP  LaserJet 
just  for  yoa 


At  only  $1495;  it's  got 
your  name  on  it. 

The  HP  LaserJet  printer  family 
has  expanded -in  a  small  way. 

The  new  HP  LaserJet  IIP  fits 
right  on  your  desk.  And  com- 
fortably into  most  budgets. 
(It's  almost  half  the  price  of  the 
powerful  LaserJet  Series  II* 
-the  printer  of  choice  for 
sharing  or  handling  heavier 


The  new 
HP  LaserJet  IIP 
printer  , 


workloads.)  And  it 
compatible  with  the 
LaserJet  Series  II  and  vir 
tually  all  popular  PC  software 

So  now  you  can  produce  text 
and  graphics  to  be  proud  of 
Right  on  the  spot.  Instead  of 
down  the  hall  at  the  secretarial 
pool  or  on  a  PC  network. 

Those  polished,  professional 
presentations,  letters  and 


documents  emerge  at  a 
^}uiet  four  pages  a  minute, 
ocall  1-800-752-0900, 
Ext.  277J  for  your  nearest 
authorized  HP  dealer  Aiid  get 
an  HP  LaserJet  IIP  of  your 
very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


•Sujigesled  US  list  prices-  I^MT.Iel  IIP  SI49F,,  l^avrJct  Seriei  II  $2n»r,  Dealer  prices  vary 


$7700m000^J  ^J^af 


(You  read  this  magazine  and  you  never  heard  of  Sunkyong, 
a  $7.7-billion  business  with  20,000  employees  in  36  countries?) 


SI 


That's  probably  because  you 
don't  see  our  name  on  cars  or  TVs. 
Although  we  are  a  world-class  pro- 
ducer of  everything  from  petroleum 
and  chemicals  to  fiber,  film  and  video 
tape.  And  we  are  in  the  top  100  on 
the  Fortune  International  SOO  list. 


Sunkyong  is  one  of  the  leading 
business  groups  in  Korea*  built  on 
advanced  technology  dedicated  to 
the  celebrated  Korean  work  ethic  and 
guided  by  the  best  modern  manage- 
ment techniques. 

We  aim  to  invest  in  America  by 
becoming  a  partner  with  American 


companies.  Helping  to  create  more 
jobs  for  Americans  and  exports  from 
the  U.S. 

Please  direct  all  inquiries  to 
Sunkyong  Group  Deparmient  13,  PO. 
Box  1544,  New  York,  N.Y.  10116. 
Phone:  1-800-289-2213. 


Grow  With  Us. 


SI 


Headquarters:  Seoul,  Korea. 

Offices  Located  Around  The  World.  U.S.  Offices:  Atlanta  •  Ghicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York 

$^  -Billion  In  Sales  Integrated  Energy,  Chemicals,  Trading,  Synthetic  Fibers,  Polyester  Film,  Magnetic  Tapes  And  Discs 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


P  MANUFACTURING  SLOWS  MUCH  MORE, 
fATCH  OUT  FOR  RECESSION 


r here's  good  news  and  bad  news  in  the  latest  report 
on  consumer  prices.  True,  the  economic  slowdown 
has  made  the  outlook  for  inflation  increasingly 
»eat.  But  the  bad  news  is  that  slower  price  growth  is 
centrated  in  the  goods-producing  sector,  and  manu- 
turers  are  feeling  the  effects  on  the  bottom  line.  With 
fits  fading  and  orders  dwindling,  factories  are  coping 
cutting  back  on  jobs  and  output. 

The  consumer  price  index 
chalked  up  a  mild  0.2%  increase 
in  September,  after  no  change 
in  August.  Energy  and  new-car 
prices  were  down  in  September, 
offsetting  large  gains  in  costs 
for  medical  care  and  apparel. 

The  "core"  rate  of  inflation — 
the  CPI  excluding  food  and  ener- 
gy— is  still  trending  down.  In 
the  third  quarter,  such  prices  in- 
creased at  a  3.1%^  annual  rate, 


VHERE  INFLATION 
IS  LOSING  STEAM 


SERVICES 


CONSUMER  PRICES 

EXCLUDING  EOOD  &  ENERGY 
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nificantly  below  their  3.8%  pace  of  the  second  quarter 
I  the  5.2%  annual  rate  of  the  first  quarter, 
nflation's  temperate  behavior,  however,  has  come  en- 
!ly  on  the  goods  side  of  the  economy  (chart).  So  far 
>  year,  consumer  prices  of  goods,  excluding  food  and 
:rgy,  have  advanced  at  just  a  2.3%  annual  rate,  com- 
■ed  with  their  i%  gain  for  all  of  1988.  That's  not 
prising,  because  a  downshift  in  consumer  spending 
goods  has  backed  up  some  inventories  at  the  retail 
el.  Export  growth  has  also  softened,  further  easing 
ssure  on  production  facilities.  And  capital  spending 
equipment  is  slowing  down. 

ERVICE  Service  inflation  shows  few  signs  of  let- 
RICES  ting  up,  however.  In  the  third  quarter, 
.RE  STILL  prices  of  services,  excluding  food  and  en- 
OARING  ergy,  increased  at  a  4.5%c  annual  clip, 
er  the  past  12  months,  they're  up  5%. 
rhe  rapid  pace  of  service  inflation  stems  from  two 
irces.  First,  consumers  continue  to  spend  heavily  on 
■vices.  So  far  this  year,  such  inflation-adjusted  pur- 
ises  are  up  at  a  4.2%p  annual  rate,  much  faster  than 
iir  3.5%'  pace  for  1988.  Second,  tight  labor  markets  in 
!  service  sector  have  caused  wages  to  rise  much  faster 
in  those  in  manufacturing.  Service  suppliers  are  pass- 
1  on  those  higher  costs  to  consumers. 
Continued  sluggishness  in  manufacturing  might  even- 
lUy  ease  the  upward  pressures  on  service  prices,  as 
;tory  layoffs  loosen  up  labor  markets  and  put  a  ceiling 
wage  growth,  and  as  slower  income  gains  restrain 


consumer  spending  on  services.  But  that  won't  happen 
overnight.  So  service  inflation  will  probably  continue  at  a 
5%  clip  into  1990. 

That  means  goods  inflation  will  have  to  keep  slowing 
if  overall  inflation  is  to  stay  moderate.  Chances  are,  that 
will  happen  in  the  fourth  quarter.  Financially  strapped 
retailers  probably  will  cut  prices  during  the  holiday  sea- 
son to  raise  cash.  Other  major  retail  chains  will  likely 
follow  suit. 

The  outlook  for  inflation  should  also  get  help  from  the 
expected  steady  behavior  of  its  two  most  volatile  compo- 
nents, food  and  energy.  Roller-coaster  energy  prices 
caused  much  of  the  swing  in  inflation  this  year.  Fuel 
prices  jumped  at  a  17.5%'  annual  rate  in  the  first  half, 
only  to  fall  back  at  a  13.4%'  clip  in  the  third  quarter. 

Energy  prices  at  the  retail 
level  probably  rose  in  October, 
as  indicated  by  the  6.5%c  jump  in 
wholesale  energy  costs  in  Sep- 
tember. But  after  that,  fuel 
prices  should  be  fairly  stable 
going  into  1990.  Food  prices,  up 
0.2%  in  September,  should  also 
hold  few  surprises. 

Near-term,  the  darkest  cloud 
for  goods  inflation  will  be  car 
prices.  They  slipped  at  a  2.3% 


CAR  SALES  TAKE 
A  NOSEDIVE 
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annual  rate  during  the  latest  six  months.  But  the  new 
1990  models  of  both  cars  and  trucks  carry  much  higher 
prices.  Goods  prices  will  probably  show  a  big  gain  in 
October  because  new  vehicles  account  for  21%'  of  the  CPI 
for  goods  other  than  food  and  energy. 

"Sticker  shock"  also  contributed  to  the  big  drop  in 
new-car  sales  in  October.  For  the  first  20  days  of  the 
month,  domestically  made  cars  sold  at  an  annual  rate  of 
only  5.9  million,  down  sharply  from  their  7.8  million  sales 
pace  in  September  (chart).  High  prices  will  continue  to 
cut  into  sales  this  quarter,  which  could  mean  a  return  of 
sweet  financing  deals — possibly  as  early  as  December. 
That  would  help  the  inflation  outlook,  but  at  the  cost  of 
still  more  problems  in  the  industrial  sector. 


DURABLE 
GOODS 
AREN'T 
MOVING 


Manufacturers  are  feeling  the  brunt  of 
the  economic  slowdown.  Weak  price 
growth  is  already  affecting  their  profits, 
and  the  cooler  pace  of  demand  is  hitting 
factories  squarely  in  their  order  books. 

Factory  sluggishness  is  concentrated  in  durable  goods. 
New  orders  reaching  hardgoods  producers  dipped  0.1%' 
in  September,  to  $126.7  billion.  But  the  month's  perfor- 
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FACTORY  ORDERS 
HAVE  FLATTENED  OUT 

130 


mance  was  actually  worse  than  that.  Defense  bookings, 
less  than  10%  of  the  total,  soared  56.3%,  reflecting  some 
juggling  by  the  Pentagon  at  the  end  of  the  government's 
fiscal  year.  Excluding  defense,  new  orders  dropped  3.9%, 
offsetting  their  3.9%-  gain  in  August. 

Even  including  defense,  the 
sluggishness  in  orders  this  year 
is  unmistakable,  particularly 
when  seen  in  quarterly  aver- 
ages (chart).  Orders  virtually 
stopped  growing  in  the  first 
half,  and  they  declined  slightly 
in  the  third  quarter. 

The  slowdown  has  been 
broad.  Orders  for  primary  met- 
als, though  up  1.9%  in  Septem- 
ber, have  posted  the  sharpest 
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decline  this  year.  Bookings  for  nonelectrical  machinery, 
down  2.4%'  in  September,  have  also  been  weak.  And 
despite  the  order  boom  in  aircraft,  the  offsetting  weak- 
ness in  motor  vehicles  has  flattened  order  growth  for 
transportation  equipment.  The  only  pocket  of  strength 
this  year  has  been  in  electrical  equipment. 

With  business  looking"  increasingly  lackluster,  manu- 
facturers are  scaling  back  capital  spending  plans.  The 
first  signs  of  this  are  showing  up  in  orders  for  nonde- 
fense  capital  goods,  which  fell  5.6%  in  September,  on  top 
of  a  10.3%  drop  in  August.  Aircraft  orders  account  for 
some  of  that  volatility,  but  even  excluding  planes,  equip- 
ment orders  are  looking  weaker. 


DETROIT 
HITS  THE 
BRAKES 
HARD 


Because  of  the  order  slowdown,  some 
factories  are  shipping  out  goods  faster 
than  new  bookings  are  coming  in.  The 
backlog  of  unfilled  orders  rose  0.4%  in 
September,  mainly  because  of  the  bulge  in  defense  or- 
ders. But  in  many  industries,  backlogs  are  shrinking. 
Excluding  aircraft,  for  example,  unfilled  orders  have 


been  falling  all  year.  That  leaves  factories  increasing! 
dependent  on  a  dwindling  stream  of  new  orders. 

Manufacturers  are  already  cutting  back  productioi! 
After  rising  5.6%  during  1988,  factory  output  grew  j| 
annual  rates  of  3.3%  in  the  first  quarter  and  3.5%-  in  th 
second  quarter,  and  it  slowed  further  last  quarter  to 
pace  of  only  1.4%.  ' 

With  order  growth  virtually  nil,  fourth-quarter  outpi! 
could  slacken  even  more.  That's  especially  likely  becaus! 
Detroit  has  scheduled  its  weakest  fourth-period  car  ou| 
put  since  1982 — toward  the  end  of  the  last  recessioi] 
That  will  have  secondary  impacts  in  supplier  industriei 
And  Detroit  may  not  be  pessimistic  enough:  Car  sale 
have  begun  the  fourth  quarter  even  lower  than  th 
Motor  City's  planned  output.  If  sales  fail  to  pick  u] 
there  will  be  further  decreases  in  jobs  and  output. 


I EXPECT  Manufacturing's  troubles  are  showing  u 
MORE  on  the  bottom  line.  Weaker  demand  an 

FACTORY  intense  competition  make  it  difficult  fc 
CUTS  manufacturers  to  raise  prices,  and  that ; 

squeezing  their  profits. 

According  to  the  Commerce  Dept.,  manufacturing 
profits  before  taxes,  excluding  inventory  profits,  fell  t 
an  annual  rate  of  $90.3  billion  in  the  second  quarte 
down  from  $96.5  billion  in  the  first  quarter  and  from 
$105.5  billion  yearly  pace  in  last  year's  fourth  quarte 
Earnings  surely  suffered  last  quarter,  as  they  will  in  th 
current  quarter. 

Under  those  circumstances,  it's  not  surprising  th; 
manufacturers  have  laid  off  133,000  workers  sine 
March.  Factories  are  cutting  labor  costs  much  the  wa 
they  did  during  the  manufacturing  slowdown  of  198i 
The  major  difference  between  then  and  now  is  thj 
demand  is  slowing — and  the  expansion  is  a  lot  moi 
fragile.  The  deeper  the  cuts  in  manufacturing  jobs  i 
coming  months,  the  greater  the  chances  that  the  factor 
slowdown  could  tip  the  economy  into  a  recession. 


THE  WEEK  AHEAD 


LEADIHG  INDICATORS 


Tuesday,  Oct.  31,  8:30  a.m. 
The  composite  index  of  leading  indica- 
tors likely  increased  by  0.5^  in  Septem- 
ber. In  August,  the  index  edged  up  0.3'X . 


EMPLOYMENT  COSTS 


Tuesday,  Oct.  31,  8:30  a.m. 
Third-quarter  labor  costs  probably  rose 
at  a  4.8%'  annual  rate,  just  as  in  the 
second  quarter.  Wage  gains  were  slower 
than  their  second-quarter  4%  rise.  Bene- 
fits likely  accelerated  after  rising  6.7%'. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  Oct.  31,  10  a.  m. 

New  homes  in  September  probably  sold 

at  an  annual  rate  of  710,000,  a  drop  from 


their  755,000  pace  of  August.  The  decline 
is  indicated  by  falling  housing  starts  and 
no  change  in  mortgage  rates. 

NAPM  SURVEY  

Wednesday,  Nov.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management  will  probably  report  a 
small  fall  in  its  October  business  activity 
index,  to  45.7%  from  46%  in  September. 
That  drop  would  signal  continued  weak- 
ness in  manufacturing. 

CONSTRUCTION  SPENDING  

Wednesday,  Nov.  1.  10  a.m. 
Construction  spending  likely  fell  about 
0.5%  in  September  after  rising  a  strong 
1.8%  in  August.  Weak  residential  build- 
ing should  lead  the  drop. 


FACTORY  INVENTORIES 


Wednesday,  Nov.  1,  10  a.m. 
Manufacturers  probably  increased  the 
inventories  by  a  small  0.1%'  in  Septer 
ber.  That's  suggested  by  the  weaknei 
in  factory  output  for  the  month.  In  A 
gust,  stockpiles  grew  by  just  0.3%o. 

EMPLOYMENT  

Friday,  Nov.  3,  8:30  a.m. 
Nonfarm  payrolls  in  October  likely  ro! 
by  about  100,000.  A  strike  of  aircra 
workers  will  cut  about  57,000  jobs  fro 
the  October  data.  September's  gain 
209,000  new  workers  may  be  revis( 
downward  to  reflect  the  effects  of  Hu 
ricane  Hugo.  The  October  jobless  rate 
expected  to  be  unchanged  at  5.3%'. 
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INTRODUCING  A  FULL-COLOR  COPIER 
SO  REVOLUTIONARY  IT'S  AFFORDABLE. 

The  new  Brother  CC5500  Full-Color  Copier  is  a  first.  And  so  is  its  extremely  affordable  price. 

The  Brother  Full-Color  Copier  is  a  totally  unique  system  that  utilizes  the  latest  Cycolor"  technolosy  This  break- 
throush  means  you  set  copies  of  near-photosraphic  quality  that  compare  with  the  most  expensive  copiers. 

It  also  means  you  set  a  bis  break  in  price.  And  Brother's  advanced  technolosy  also  makes  it  hishly  reliable  and 
practically  maintenance  free.  Its  one-pass  paper  path  means  fewer  operatins  problems.  And  since  the  color  is  in 
the  paper,  you'll  never  have  to  chanse  chemicals,  ribbons  ^     ^  ^ 

or  toners  asain. 

If  you'd  like  to  see  this  revolutionan/  copier  at  work,  or  if 
you  just  want  more  information,  call  us  at  the  number  below. 

When  It  comes  to  quality  and  affordability  the  Brother  CC5500 
Full-Color  Copier  isatrueorisinal.  '] -2)QQ-55Q-^2 
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THE  FED  WALKS 
AGAINST  THE  WIND 

DESPITE  ENTREATIES  FROM  BUSH  AND  THE  MARKETS,  IT  WON'T  SWITCH  COURSI 


verywhere  Alan  Greenspan 
looks  these  days,  the  Feder- 
al Reserve  chairman  sees 
pressure  for  lower  interest  rates. 
The  economy  is  slowing  sharply 
from  its  summer  surge.  Dyspep- 
tic financial  markets,  still  roiled 
by  the  stock  market's  190-point 
drop  on  Oct.  13,  are  hunting  for 
reassurances  from  the  central 
bank.  The  Bush  Administration 
keeps  issuing  pointed  suggestions 
that  monetary  policy  is  too  tight. 
Even  Mother  Nature  has  piled  on, 
as  costly  calamities  such  as  the 
San  Francisco  earthquake  and 
Hurricane  Hugo  raise  the  clamor 
for  cheaper  capital  to  rebuild 
shattered  homes  and  roads. 

The  Fed  is  responding — on  its 
own  terms.  The  central  bank's 
key  short-term  interest  rate  fell 
about  a  quarter  of  a  percentage 
point  in  the  week  before  the  big 
stock  market  slide,  and  further 
easing  could  be  on  the  way 
(chart).  Still,  the  ever-cautious 

Greenspan  is  not  about  to  abandon  the  gradualism  that  has 
guided  monetary  policy  for  the  past  19  months.  By  yearend, 
short  rates  should  be  lower — but  only  enough  to  take  the 
prime  rate  from  its  current  10.57^  to  perhaps  lO'/f. 

The  Fed  feels  comfortable  enough  to  resist  all  outside  pres- 
sures for  now.  Officials  are  pleased  with  the  economic  "soft 
landing"  they  have  engineered,  and  they're  confident  that  they 
can  steer  the  economy  right  along  the  fine 
line  between  slow  growth  and  no  growth. 
Neither  storm  nor  earthquake  nor  stock 
market  plunge  will  panic  the  Fed  into 
speeding  up. 

TRIAL  BY  FIRE.  This  self-assurance  stems  in 
large  part  from  the  Fed's  new  emphasis  on 
"price  stability."  During  his  two  years  at 
the  helm,  Greenspan  has  succeeded  in  fo- 
cusing the  central  bank's  sights  on  the  sin- 
gle long-term  goal  of  reducing  inflation  to  a 
negligible  level  by  the  mid-1990s.  The  chair- 
man and  his  colleagues  believe  that  zero 
inflation  will  ultimately  let  the  economy 
grow  faster — even  though  getting  from  the 
current  4.37^  rate  of  price  increases  to  zero 

will  require  subpar  growth  for  several  data:  federal  reserve  board 


GREENSPAN:  ZERO  INFLATION  IS  STILL  HIS  CHIEF  PRIORITY 


THOUGH  STOCKS  PLUNGED, 
THE  FED  STAYED  ON  COURSE 
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years.  The  Fed  is  willing  to 
the  economy  through  that  t; 
Greenspan  told  the  House  R ; 
ing  Committee  on  Oct.  2-5, 
cause  "whatever  losses  arei 
curred  in  the  pursuit  of  \.< 
stability  would  surely  be  mi 
than  made  up  in  increased  ou  " 
thereafter." 

But   others   in  Washin}.t 
aren't  so  willing  to  suffer  no^  ■ 
achieve  zero  inflation  later.  Ini 
Bush  Administration's  latest  i 
burst  against  the  Fed,  Housin 
Urban  Development  Secret  r 
Jack  F.  Kemp  urged  the  ceir 
bank  on  Oct.  23  to  "return  iie 
est  rates  to  historical  levels  oi 
to  57'-"  to  boost  the  slumr. 
housing  industry.  That's  a  lot  ui 
ther  than  most  in  the  Adminisr' 
tion  would  go.  But  Presi(  • 
Bush  and  a  chorus  of  top  Ad ! 
istration  officials  believe  that.l 
central  bank's  commitment  t(£ 
economic  ideal  is  putting  } 
economy  at  risk. 
Economic  evidence  is  starting  to  accumulate  to  support,} 
Administration's  case  (tables).  Manufacturing  is  clearly  sl•^ 
ing  signs  of  strain.  Orders  for  nondefense  durable  goods'* 
by  5.67f  in  September.  That  portends  further  cutbacks'! 
factories,  where  sagging  output  in  September  trimmed  a 
rolls  by  103,000  jobs.  Car  sales,  slumping  badly  after:} 
expiration  of  }ate-summer  incentives  and  the  poor  launc  i 
the  1990  model  year,  are  dragging  d'A 
production.  Homebuiiding,  too,  is  hurir 
as  new  housing  starts  in  the  third  quii 
fell  to  the  levels  of  the  1982  recession. 
JUMPY  MARKETS.  Some  analysts  fear  la 
as  Lawrence  Chimerine  of  the  wefa  Gh 
puts  it,  "there  just  aren't  any  great  poc?' 
of  strength  coming  along  to  lead  the  ecr)- 
my."  Anemic  corporate  cash  flow  is  i~ 
ming  hopes  for  big  future  investment  i 
factories  or  machinery.  Exports  are  ex]c 
ed  to  continue  their  expansion,  but  not  J 
enough  to  lift  overall  growth.  And  thek 
}ar,  while  it  has  receded  a  bit  in  the  a: 
several  days,  has  been  strong  enough^ 
}ong  enough  to  put  a  serious  dent  in  fuj: 
trade  prospects.  "Everything  I  look  at  i} 
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kness,'  "  says  Robert  A.  Brusca,  chief  economist  at  Nilvko 

rities  Co.  International. 

nancial  markets,  worried  by  a 

of  pallid  third-quarter  earn- 

reports,  are  also  push- 

the  Fed  for  some  fur- 
give  on  rates.  Fears 

'd  by  the  October 

<  market  blowout 

kly    eased  as 

•e     prices  re- 

ided.  But  mar- 
remain  jumpy 

volatile.  Driven 

computerized 

ing  programs, 
Dow  swung 

lin  a  110-point 

:e  on  Oct.  24.  "As 

as  the  markets  re- 

I  so  disorderly,  the 

has  to  be  prepared  to 

more,"  says  Neal  Soss, 

■  economist  of  First  Bos 

Corp. 

!d  officials  concede  that  advo- 
5  of  easier  policy  can  make  a  case — but 
to  a  point.  "The  economy  has  slowed  a  bit  more  than  I 
icted,"  admits  Boston  Fed  President  Richard  F.  Syron. 
he  adds,  "I  don't  expect  a  recession.  I  don't  think  many 
lie  do."  So  far,  the  economy's  slowdown  hasn't  hit  house- 
incomes,  and  strong  retail  sales  and  booming  imports 
V  that  consumers  are  still  spending.  Hiring  by  service 
nesses  has  more  than  offset  factory  layoffs,  lifting 
I  payroll  employment  by  209,000  jobs  in  September, 
insiders  also  note  that  the  central  bank  is  already 
ping  more  money  into  the  economy.  Total  bank 
rves,  after  shrinking  for  eight  months  last  win- 
md  spring,  grew  at  a  brisk  8.8%  annual  rate  in 
,ember. 

.NiMOUS.'  Most  important,  the  Fed  has  yet  to 

onvinced  that  it  really  is  winning  the  battle 
nst  inflation.  Overall  price  increases  are 
■ing:  Consumer  prices  rose  4.3%  in  the 
12  months,  compared  with  a  5.4%  rate 
the  year  ending  in  May.  But  that  drop 
irgely  based  on  such  transitory  fac- 


i  CASE  FOR  EASING 


JSUMER  CONFIDENCE  Down  1.5%  this 
tember  from  last  September 

TORY  ORDERS  Down  0.7%  from 
ember  to  August 

JDS  INFLATION  Prices  up  only 
%  this  September  over  last 
tember' s  rate 

lUSTRIAL  OUTPUT  Down 
%  in  September 

NUFACTURING 
PIOYMENT  Down 
J,000  in  September 

tONG  DOLLAR 

3%  since 
rch 


THE  CASE  FOR 
STANDING  PAT 

AFTERTAX  PERSONAL 
INCOME  Up  a  strong  4% 
this  August  over  last  August 

CONSUMER  CREDIT  Up9.2% 
from  last  August  to  this  August 

RAPID  MONEY  GROWTH  Since 
May,  the  money  supply  is  up  7.7% 

RETAIL  SALES  The  September  figure 
was  up  7  %  over  the  year-earlier  period 

SERVICE  EMPLOYMENT  Jobs  in  this  sector 
have  grown  by  210,000  a  month  this  year 

SERVICE  PRICES  Up  4.3%  this  September, 
compared  with  the  same  month  lost  year 

DATA:  NIKKO  SECURITIES  CO  INTERNATIONAL 


tors  as  food  and  energy  prices,  and  it  will 
be  partially  erased  as  recent  hikes  in  oil 
prices  work  their  way  through  to  consumers. 
And  wages  still  haven't  caught  up  with  the 
price  hikes  of  the  past  three  years.  Despite  a 
softer  job  market,  that  momentum  will  push  com- 
pensation up  5.5%'  in  1990,  predicts  Nicholas  S. 
Perna  of  Connecticut  National  Bank. 
Some  economists  argue  that  today's  inflation,  con- 
centrated in  services  such  as  health  care,  education,  and 
insurance,  won't  respond  to  a  tight-money  policy,  short 
of  a  wrenching  recession.  But  with  Greenspan  publicly 
pledging  the  Fed  to  bring  inflation  to  zero,  the  central  bank 
isn't  listening  to  such  arguments.  "You  hear  all  this  talk 
about  the  Fed's  'inflation  hawks'  and  'inflation  doves,'  "  says 
a  senior  official,  "but  let  me  tell  you:  This  place  is  unanimous 
on  the  goal"  of  price  stability. 

For  now,  the  Fed  can  afford  to  keep  its  eyes  on  its  prize. 
Greenspan's  steady-as-you-go  policy  has  already  survived  the 
October  Crash  of  1987,  the  Big  Dip  of 
Oct.  13,  last  spring's  inflation  scare, 
and  a  host  of  lesser  shocks. 
With  all  those  potential  catas- 
trophes behind  it,  the  Fed 
is  riding  a  wave  of  confi- 
dence.   Says  Roger 
Brinner,  chief  econo- 
mist at  DRl/McGraw- 
Hill:   "This   Fed  is 
sufficiently  watch- 
ful that  it  can  re- 
spond quickly  if  it 
sees  the  economy 
sliding  fast." 

Maybe.  But  an 
increasingly  fragile 
expansion  is  about  to 
celebrate  its  seventh 
anniversary.  Green- 
span will  have  to  move 
with  great  finesse — and 
perhaps  with  unaccustomed 
speed — to  keep  the  economy 
growing. 

Bij  Mike  McNamee  in  Washington 
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Commentar\^/by  Robert  Hof  and  Jonathan  B.  Levine 

THE  QUAKE  MAY  SHAKE  MORE  TAXES  OUT  OF  CALIFORNIAHS 


I 


After  the  Bay  Area's  killer  earth- 
quake on  Oct.  17,  Califomians 
are  suddenly  realizing  that  far 
more  is  crumbling  around  them  than  a 
few  bridges.  After  nearly  two  decades 
of  neglect,  the  state  is  facing  an  emer- 
gency: Over  the  next  decade  or  so,  Cal- 
ifornia will  need  about  S90  bilUon  to 
upgrade  and  expand  its  roadways  and 
transit  systems,  schools,  water,  and 
sewer  facilities.  Damage  from  the 
quake,  approaching  SIO  billion,  only 
highlights  an  already  dire  situation. 

But  if  there's  a  silver  lining  in  the 
tragedy,  it  may  be  that  the  Great 
Earthquake  of  '89  will  jolt  politicians 
and  voters  into  facing  fiscal  reahtj'. 
Since  1978,  when  Califomians  approved 
Proposition  13  and  launched  what  be 
came  a  national  revolt  against  taxes, 
the  state  has  been  handcuffed  in  its 
ability  to  keep  up  with  the  demands  of 
a  mushrooming  population.  To  find  a 
way  to  pay  for  emergency  quake  re- 
lief, Governor  George  Deukmejian 
says  he  will  call  a  special  legislative 
session  by  early  November.  The  state 
will  almost  certainly  be  forced  to  raise 
taxes  and,  in  the  process,  loosen  tax- 
ation limits.  Seventeen  other  states 
that  imposed  similar  restrictions  are 
facing  equally  tough  choices,  although 
for  differing  reasons.  "The  earthquake 
has  created  an  imperative,"  says  State 
Senator  Quentin  L.  Kopp.  California's 
action  may  once  again   "have  a 


trickle-down  effect  in  other  states." 

State  leaders  started  the  ball  roll- 
ing in  June,  when  they  agreed  to  put  a 
constitutional  amendment  on  next 
June's  ballot  that  would  expand  their 
power  to  tax.  Specifically,  the  measure 
would  double  the  state  gasoline  tax 
over  five  years,  to  18?  a  gallon,  and 
exempt  those  revenues  from  a  broad 
1979  spending-limit  law  spearheaded  by 
Paul  Gann,  the  late  tax  crusader  who 
promoted  Proposition  13's  limit  on 
property"  taxes  the  year  before.  That 
would  pay  for  most  of  a  new,  S18  bil- 
lion plan  to  improve  roads. 
WILLING  TO  ANTE.  Yet  the  measure  falls 
far  short  of  the  S50  bilhon  the  state's 
transportation  commission  estimates 
will  be  needed  for  projects  over  the 
next  decade.  So  the  amendment  would 
also  exempt  from  the  spending  limits 
big  capital  outlays,  which  could  go  to 
fix  a  range  of  pubhc  works,  as  well  as 
emergency  spending.  To  assure  the 
funding,  the  amendment's  author, 
State  Senator  John  Garamendi,  hopes 
to  move  up  the  election.  By  plajing  on 
the  current  high  emotions,  that  could 
all  but  guarantee  its  passage. 

Voters  already  have  signaled  a  will- 
ingness to  be  taxed  for  some  items. 
They  boosted  school  funding  last  year, 
for  example,  knocking  the  first  hole  in 
the  Gann  limit.  Indeed,  according  to  a 
California  Poll  survey  in  July,  about 
half  the  state's  voters  are  agreeable  to 


pajTng  more  taxes  for  services — i 
from  26%  who  opposed  Gann  in  197S 

Here's  why:  California,  which  in  19' 
spent  2.4%  of  its  gross  state  product  ( 
infrastructure  improvements,  by  19< 
was  allocating  just  1.8'^c.  Since  the 
demand  for  new  or  improved  publf 
works  has  been  exacerbated  by  a  boo: 
that  pushed  the  state's  population  t 
'IV^^,  to  28.7  million.  That's  taken  a  to 
Close  to  200,000  new  students  a  ye; 
crowd  public  schools,  municipal  wat< 
systems  fall  short  of  health  standard 
and  dilapidated  sewage-treatmei 
plants  spill  effluent  into  waterways. 
TRUTH  IN  TAXING.  But  the  biggest  pro 
lem  is  traffic  congestion.  At  9(f  a  gi 
Ion,  California's  tax  ranks  46th  out 
50  states.  The  California  Manufactu 
ers  Assn.  and  others  have  cried  fi 
increased  funding  to  keep  local  bu^ 
nesses  economically  competitive.  Wit 
out  it,  "we  can  turn  California  into 
Third  World  countr\'  in  a  hurn,-,"  sa} 
AssembhTnan  Richard  E.  Floyd.  Son 
politicians  even  suggest  that  restrict* 
funding  for  quake-proofing  contribute 
to  the  deadly  collapse  of  a  two-tiert 
section  of  Interstate  880. 

If  Sacramento  is  pinched  for  sol 
tions  in  an  era  of  limited  resources.  : 
is  Washington.  Congress  was  expect* 
on  Oct.  25  to  approve  S2.85  billion 
disaster  relief  for  California,  but  on 
after  the  state's  Democratic  delegatic 
unsuccessfully  tried  to  secure  S2.2  b 
lion  more  by  getting  a  waiver  fro: 
Gramm-Rudman  budget  deficit  limit 
House  Budget  Committee  Chairmg 
Leon  E.  Panetta.  whose  Santa  Cn 
Count}'  district  was  one  of  the  harde: 
hit.  objected  to  the  deceptive  de\ic 
"We  ought  not  hide  the  cost  of  \it 
programs  from  the  American  people 
he  argues. 

Indeed,  truth  in  taxation  may  be  tl 
strongest  marketing  tactic  backers 
California's  pending  amendment  c£ 
wield.  E.xperts  such  as  the  Califom 
Poll's  Menin  Field  agree  that  votei 
are  willing  to  be  taxed  for  a  clear  pu 
pose.  So  much  the  better  if  lame-duc 
Deukmejian — elected  to  two  tern 
largely  on  a  promise  of  no  new  taxes- 
supports  even  a  temporary  tax  boost 
the  upcoming  special  session.  Saj 
Field:  "I  can't  think  of  a  stronger  poli 
ical  lever."  A  move  toward  new  taxt 
would  be  an  aftershock  that  coa 
spread  across  much  of  the  countn,". 
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MIS  IS  TOO  BIG  A  GENIE 
I  PUT  BACK  IN  THE  BOTTLE' 


botched  UAL  bid  has  CEO  Wolf  facing  bitter  investors  and  unions 


Stephen  M.  Wolf,  chairman  of  UAL 
I  Corp.,  must  feel  a  little  like  Doro- 
"thy  in  The  Wizard  of  Oz.  Like 
thy's  farmhouse,  UAL's  stock  has 

driven  sky-high  by  tornado-force 
s,  only  to  come  crashing  down  to 
1.  If  only  Wolf  could  close  his  eyes, 
his  heels  three  times,  and  miracu- 
y  return  to  the  peaceful  home  that 
jeemed  to  be  just  three  months  ago. 
5tead,  Wolf  must  deal  with  the  fall- 
rom  the  botched  $6.8  billion  bid  for 

Although  UAL  directors  announced 
»ct.  23  that  the  carrier  was  being 
1  off  the  block  and  that  manage- 
rs attention  was  again  focused  on 
itions,  a  return  to  business  as  usual 
ilikely.  Too  many  people  are  still 
■ting  over  the  effects  of  the  undone 
ut  to  let  thingr.  be:  Stock  arbitra- 
s  are  holding  an  estimated  $600  mil- 
in  paper  losses  from  the  $124  drop 
lL  stock  to  a  recent  160.  The  airline's 
IS  remain  at  odds  over  the  next  step 
ike,  and  machinists  are  calling  for 
■esignations  of  Wolf  and  the  United 
d.  To  make  matters  worse,  Wolf  has 
irt  out  this  mess  while  earnings  for 
ndustry  soften. 

would  be  unfair  to  put  all  the  blame 
t^olf  for  the  deal's  collapse.  Bankers 
ived  m  the  buyout  do  hint  that  Wolf 
his  managers  may  have  been  too 
xible  in  their  demands  for  financing 
is.  But  what  killed  any  chance  of 
ng  complete  financing  for  the  $300- 
ire  bid,  they  say,  was  the  rapidly 
riorating  environment  for  highly  le- 
ged  deals:  The  jitters  in  the  junk- 
l  market  and  the  chances  of  govern- 
t  intervention  upped  the  risk.  Says 
banker:  "We  went  from  a  very  posi- 
to  a  very  negative  landscape." 
PEGOAT.  But  plenty  of  Wall  Street 
trageurs,  who  were  betting  on  a 
pleted  buyout,  need  someone  to 
le,  and  they  blame  Wolf.  "As  a  deal- 
er, he  stinks,"  says  one.  "This  is  a 

that  should've  gotten  done." 
le  fulminations  of  disappointed  spec- 
ors  rarely  translate  into  direct  ac- 

And  longer-term  investors  such  as 
tin  D.  Sass,  who  sold  a  chunk  of  his 
k  at  $280,  still  like  Wolf:  "He  is  a 
>ected  manager,  and  whoever  buys 

would  probably  want  to  keep  him," 
;ays.  But  arbitrageurs  own  an  esti- 
ed  40%-  of  ual's  shares,  and  they 
Id  be  happy  to  support  another,  pos- 
f  hostile,  bid  for  United  that  could 


unseat  Wolf.  "By  just  saying,  'We're  not 
for  sale'  and  walking  away,  the  board  is 
not  taking  any  action  to  make  sure  this 
doesn't  happen  again,"  fumes  Patricia 
Friend,  president  of  United's  Association 
of  Flight  Attendants.  Agrees  one  inves- 
tor: "This  is  too  big  a  genie  to  put  back 
in  the  bottle." 

Wolf  also  has  to  handle  his  conten- 
tious unions.  At  this  point,  the  machin- 
ists and  pilots  are  such  enemies  that  al- 
most any  strategy  Wolf  takes  in  fending 
off  outsiders  will  anger  at  least  one  of 
these  key  groups.  The  machinists,  Unit- 
ed's largest  union,  are  angry  that  Wolf 
was  willing  to  profit  so  richly  from  his 
stock  options  in  the  buyout  without  put- 
ting most  of  it  back  into  the  deal.  "He 
acted  like  a  real  greed  merchant,"  says 
machinists  chief  John  F.  Peterpaul.  The 
machinists  are  calling  for  an  investiga- 


maintain  that  relations  with  Wolf  are 
not  strained,  they're  still  looking  to  cut  a 
deal  "significantly  in  excess"  of  UAL's 
current  share  price.  "We  remain  commit- 
ted to  pursuing  our  goal  of  majority  em- 
ployee ownership,"  said  pilot  chief  Fred- 
erick C.  Dubinsky  in  a  statement. 

With  his  unions  in  opposing  camps, 
it's  easy  to  see  that  Wolf  will  have  a  job 
on  his  hands  to  prevent  further  unrest, 
especially  since  all  three  of  his  labor  con- 
tracts are  up  for  renewal.  The  flight  at- 
tendants have  threatened  to  strike  over 
givebacks.  Meanwhile,  the  pilots  don't 
have  to  make  good  on  the  $200  million  in 
concessions  they  promised  in  the  event 
of  a  buyout. 

SQUEEZED.  Thus,  Wolf,  who  has  been 
trying  all  year  to  control  labor  costs, 
now  faces  heavy  negotiating  to  get  the 
work-rule  changes  he  wants.  That's  an 
especially  daunting  task  when  it  comes 
to  the  machinists:  Their  old  contract  al- 
lows for  a  three-year  extension,  com- 
plete with  wage  increases,  if  they  cannot 
reach  a  new  accord. 

The  uncertainty  over  wages  is  particu- 
larly worrisome,  since  industry  operat- 
ing profits  next  year  are  expected  to  fall 
by  a  third.  Already,  analysts  such  as 
Michael  W.  Derchin  of  Drexel  Burnham 


WOLF:  LOWER  PROFITS  AND  THREE  EXPIRING  LABOR  CONTRAaS  ADD  UP  TO  A  DAUNTING  TASK 


tion  into  possible  misuse  of  ual's  pen- 
sion funds.  Meanwhile,  instead  of  an 
outright  employee  buyout,  they  favor  a 
recapitalization  for  shareholders,  with 
possibly  an  employee  ownership  plan 
and  assurances  of  job  protection 
through  covenants  in  their  labor  con- 
tract. The  flight  attendants  want  a  mi- 
nority ESOP  or  a  white  knight  investor. 

Yet  these  options  may  not  suit  the 
pilots — United's  most  powerful  union. 
They've  been  pursuing  employee  control 
of  United  since  1987,  and  although  they 


Lambert  Inc.  are  predicting  that  Unit- 
ed's earnings,  which  had  surged  through 
all  of  1988  and  most  of  1989,  will  finish 
flat  to  slightly  down  overall  for  the  year. 

The  slowdown  in  earnings  will  give 
Wolf  less  room  for  maneuvering  at  a 
time  when  he  needs  to  exercise  all  of  his 
skills.  As  one  former  UAL  executive  put 
it:  "Now's  the  time  that  Wolf  finally 
starts  to  earn  his  money." 

By  James  E.  Ellis  in  Chicago,  vnth  Aar- 
on Bernstein,  John  Meehan,  and  Jon  Fried- 
man in  New  York,  and  bureau  reports 
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LABOR I 


THE  BOEING  STRIKE: 

BOTH  SIDES  ARE  FLYING  BLIND 


Workers  can't  agree  on  demands,  and  Boeing's  hard  line  may  backfire 


A stroll  down  the  picket  line  at 
Boeing  Co.'s  Everett  (Wash.) 
plant  gives  you  a  sense  of  just 
how  tough  it  could  be  to  settle  the  walk- 
out by  the  company's  58,000  machinists. 
Terry  Ford's  beef  is  money:  He  thinks 
the  Seattle  plane  manufacturer  can  af- 
ford hefty  wage  hikes.  Standing  near- 
by, Pat  Ballew  couldn't  care  less  about 
pay.  He's  fed  up  with  all  the  overtime 
he's  working.  Down  the  line,  Aaron  Fall- 
er  wants  a  bigger  bonus,  which  would 


"Clearly,  the  company  is  going  to  have 
to  do  something  different  than  what 
they  have  done  so  far." 

Boeing  got  into  this  mess  by  cutting 
its  bargaining  too  close  to  the  edge.  The 
company  has  been  propelled  to  prosperi- 
ty by  a  boom  in  plane  orders,  which  have 
jumped  267'  so  far  this  year.  That  whet- 
ted the  IAM's  appetite  for  a  fat  pay  hike. 
Members  have  had  only  cost-of-living  ad- 
justments (COLAS),  but  no  general  raise, 
since  1983,  when  they  agreed  to  help  the 


fatten  his  wallet  at  Christmastime. 

Neither  Boeing  nor  the  International 
Association  of  Machinists  (lAM)  anticipat- 
ed the  strike  that  began  on  Oct.  4.  Man- 
agement assumed  that  most  machinists 
were  riding  along  happily  with  the  com- 
pany's biggest  boom  in  decades.  So 
Boeing  stuck  with  its  original  offer. 
Judging  by  the  857  strike  vote,  the  com- 
pany misjudged  the  situation. 
CROSSED  SIGNALS.  Boeing  now  claims 
that  it  won't  boost  its  offer.  If  true,  the 
standoff  could  turn  into  a  drawn-out  war 
of  nerves.  That  would  dismay  hungry 
customers,  who've  been  waiting  patient- 
ly for  Boeing  to  step  up  the  pace  on  its 
staggering  10-year  backlog  of  orders  for 
1,600  planes.  "There  are  all  sorts  of  dif- 
ferent factions  and  needs,"  says  Doug- 
las P.  Hammond,  the  federal  mediator 
appointed  to  help  solve  the  dispute. 


then-struggling  company  by  accepting 
onetime  bonuses  that  didn't  increase 
base  wages. 

This  time,  IAM  leaders  initially  de- 
manded 277  increases  over  three  years. 
But  supervisors  said  that  many  mem- 
bers were  content  with  the  fat  bonuses, 
which  have  ranged  up  to  several  thou- 
sand dollars  a  year.  So  Boeing  offered 
107  through  1992,  which  didn't  match 
expected  annual  inflation  of  about  57. 


Boeing  offered  a  package 
totaling  10%  tlirough  1992. 
It  then  turned  a  deaf  ear  to 
the  IAM's  counterproposals 


But  Boeing  did  include  improved  CCi 
payments  and  bonuses  of  8%  the  fi| 
year  and  37f  the  second. 

Boeing  confidently  turned  a  deaf  | 
to  the  IAM's  counterproposals.  In  the 
hours  of  bargaining,  union  insiders  s! 
the  IAM  made  a  secret  offer  to  drop  j 
demand  from  267  to  about  157.  ' 
counter-offered  and  said  we  would  r| 
ommend  acceptance,"  says  Tom  Bal( 
president  of  IAM  District  751  in  Seat] 
and  the  union's  chief  negotiator. 
Boeing  refused  to  budge. 
'JUST  TOO  MUCH.'  Since  the  strike  beg| 


!( 


Boeing  has  offered  to  modify  its  1; 
proposal — but  not  raise  the  package's 
tal  cost.  That  "would  totally  price  us  ( 
of  the  business,"  says  Larry  McKe; 
Boeing's  chief  negotiator.  In  fact,  th(  , 
is  little  airlines  can  do  about  a  price  hi 
And  Boeing  controls  657'  of  the  wo 
market  for  commercial  jetliners.  Mo 
over,  Boeing's  order  contracts  allow  it 
lift  prices  if  labor  costs  rise. 

Boeing  ultimately  may  have  to  soft 
its  hardline  stance.  To  win  contract 
proval,  it  probably  will  have  to  pay  m(j 
than  the  union's  last  offer  to  satisfy 
eryone  on  the  picket  line.  "I  frankly  fi 
I  make  enough,"  says  Pat  Ballew, 
who  earns  $13  an  hour.  But  the  p; 
year  he's  clocked  12  hours  a  day,  fi 
days  a  week.  "There  is  just  too  muc 
overtime,  he  says 

It's  pay,  not  hours,  that  bothers  Ter 
Ford.  "If  the  company  can  make  i 
money  they  do,  they  should  be  able 
pay  more,"  says  the  47-year-old  mac! 
ist.  Nor  does  he  like  lump-sum  p; 
ments.  "Productivity  bonuses  are  a  oi 
time  shot,"  he  says.  "They  don't  m; 
your  wage  scale  go  up."  Aaron  Fal 
disagrees:  "Looking  at  it  from  b 
sides,  bonuses  are  good  for  the  comp; 
and  good  for  the  people." 

Since  IAM  members  didn't  prepare 
a  lengthy  walkout,  they  may  tire  if 
stretches  into  the  holidays.  But  Boeinj 
order  backlog  will  run  into  trouble 
then,  too.  Since  Oct.  4,  the  company  h 
used  managers  and  nonunion  workers 
put  the  finishing  touches  on  11  planes, 
may  complete  29  more  by  January.  B 
customers  had  been  counting  on  a  fast 
pace.  A  Lufthansa  official  says  that 
his  carrier  doesn't  get  the  four  747-4C 
that  Boeing  promised  by  then,  "It's  ^ 
ing  to  play  havoc  with  summer 
schedules." 

Boeing  now  faces  an  unpleasa 
choice.  "To  end  the  strike  now,  it  m 
have  to  cough  up  more  than  it  woi 
have  in  the  final  hours.  But  if  it  sticks 
its  guns,  a  strike  neither  side  was  pi 
pared  for  could  drag  on  for  a  long  tin 

By  Aaron  Bernstein  in  New  York,  Les 
Helm  in  Everett,  Wash.,  and  Maria  Shao 
San  Francisco,  with  bureau  reports 
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VEATING 
I  THE  PITS 


ictments  and  market  swings 
Congress  in  a  get-tough  mood 

■  ^hen  it  comes  to  wielding  clout 
in  Washington,  few  interest 
'■f  groups  rival  the  high-flying 
Tiodities  exchanges.  By  targeting 
Ireds  of  thousands  of  dollars  in  cam- 
n  contributions  to  key  members  of 
jress,  the  tight  fraternity  of  pit 
srs  has  easily  snuffed  out  sporadic 
rts  to  crimp  the  exchanges'  free- 
sling  practices. 

it  the  industry's  string  has  run  out. 

summer's  blockbuster  indictments 
)  Chicago  traders  for  skimming  prof- 
Tom  customers,  and  the  14  guilty 
3  that  followed,  suggested  that  the 
tnodity  pits  are  rife  with  corruption. 

combined  with  persistent  market 
itions,  has  convinced  many  lawmak- 
that  stiffer  regulation  is  needed.  A 
rm-minded  bill  to  reauthorize  the 
modify  Futures  Trading  Commis- 

passed  the  House  420  to  0  in  Sep- 
)er.  A  similar  measure  will  be  taken 
y  the  Senate  Agriculture  Committee 
irly  November. 


GRAMM  BACKS  THE  CLEANUP  BILI^A  SIGN  THE  WINDS  HAVE  SHIFTED 


The  legislation  would  beef  up  govern- 
ment surveillance  and  raise  the  maxi- 
mum penalties  that  regulators  and  ag- 
grieved customers  could  seek  from 
traders  and  brokers.  Congress  also  may 
restrict  dual  trading,  the  floor  practice 
of  trading  for  both  customer  and  person- 
al accounts  simultaneously. 

Perhaps  the  most  far-reaching  change 
would  require  the  exchanges  to  supple- 


ment their  venerable 
"open  outcry"  sys- 
tem, which  relies  on 
voice  and  hand  sig- 
nals to  execute 
trades,  with  an  elec- 
tronic "audit  trail" 
capable  of  tracking 
almost  all  trades  to 
within  seconds  of  ex- 
ecution. "It's  a 
tough  bill,"  says 
Senate  Agriculture 
Committee  Chairman 
Patrick  J.  Leahy  (D- 
Vt.).  But  without  re- 
form, "we  run  the 
risk  of  these  mar- 
kets losing  their 
credibility." 

Passage  of  the 
measure  would  be  a 
stunning  blow  to  an 
industry  unaccus- 
tomed to  such  Wash- 
ington meddling.  Leo 
Melamed,  chairman  of  the  Chicago  Mer- 
cantile Exchange,  blasts  Congress  for 
attempting  to  "micromanage  a  very  dif- 
ficult and  complex  arena."  He  argues 
that  the  CME's  SS7"  rise  in  trading  vol- 
ume this  year,  despite  the  federal  probe, 
reflects  investor  confidence. 

But  politically,  the  pit  traders  are  no 
longer  pit  bulls.  One  reason:  the  ascen- 
sion of  new  leaders  at  the  agriculture 


IAS  GEORGE  SOROS 

MEARED 

i  SHEARSON? 


■or  the  feds,  new  laws  are  a  fa- 
■  vored  way  to  attack  market 
fraud.  But  renowned  internation- 
money-manager  George  Soros  is  act- 
:  more  directly:  He's  dragging  the 
)kers  to  court. 

n  a  lawsuit  filed  on  Oct.  20  in  Chica- 
federal  court,  Soros  claims  that 
■ee  Shearson  Lehman  Hutton  Inc. 
)kers  at  the  Chicago  Mercantile  Ex- 
mge  defrauded  his  $2.1  billion-asset 
antum  Fund  of  $60  million  on  Oct. 
1987,  three  days  after  the  market 
ish.  The  lawsuit  makes  accusations 
misdeeds  just  when  the  futures  in- 
stry  thought  it  had  filed  away  the 
ful  memories  of  autumn  1987.  And, 
iiing  as  it  does  amid  CFTC  reauthori- 
:ion  hearings,  the  suit  revives  persis- 
it  questions  about  the  ability  of  the 
changes  and  their  regulators  to  po- 
3  activity  on  the  trading  floors. 
Soros  wouldn't  comment.  But  the 
it  alleges  that  before  the  market 


SOROS:  SUING  OVER  A  HUGE  FUTURES  LOSS 


opened  that  day,  Shearson  brokers 
Larry  Israel,  Michael  Mullins,  and 
Douglas  Young  leaked  word  to  as 
many  as  100  floor  traders  about  an 
order  Quantum  had  placed  to  sell  $310 
million  worth  of  Standard  &  Poor's  500 


stock-index  futures  contracts  at  the 
opening  of  trading.  That  indiscretion, 
the  suit  charges,  sent  the  market  down 
sharply,  and  the  Shearson  brokers 
even  ignored  buy  orders  until  the  fu- 
tures price  had  sunk  227^^  from  the  pri- 
or day's  close.  Traders  who  bought 
Quantum's  contracts  made  big  profits 
as  the  price  rebounded,  the  suit  claims. 
NO  ACTION.  Shearson  spokesman  Ste- 
ven Faigen  said  the  suit  "is  groundless 
and  without  merit,  and  we  intend  to 
contest  it."  Brokers  Israel  and  Young 
still  are  filling  Shearson  orders  in  the 
S&P  pit,  while  Mullins  quit  to  trade  for 
his  own  account.  Neither  he  nor  Young 
could  be  reached  for  comment,  and  Is- 
rael declined  to  talk  about  the  suit. 

Merc  officials  are  downplaying 
Soros'  allegations.  Spokesman  Andrew 
Yemma  says  the  exchange  "took  a 
very  careful  look  at  everything  that 
happened  during  the  week  of  the 
crash.  There  have  been  no  disciplinary 
actions  brought  on  this  matter."  Yet 
even  if  the  charges  are  eventually  dis- 
proved, Chicago's  futures  markets  still 
lose.  After  all,  they  can't  be  helped  by 
a  big  public  fight  with  a  big  powerful 
client  when  there  are  big  reforms 
brewing  on  Capitol  Hill. 

By  Daind  Greising  in  Chicago 
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committees,  which  oversee  the  CFTC. 
Leahy  and  Representative  Glenn  En- 
ghsh  (D-Okla.),  who  heads  the  House  ag- 
riculture subcommittee  that  oversees  the 
CFTC,  believe  change  is  long  overdue. 
While  the  CFTC's  staff  has  expanded  by 
just  13%  in  the  past  decade,  to  518,  the 
growth  of  instruments  such  as  stock- 
index,  currency,  and  Treasury  bond  fu- 
tures contracts  has  helped  trading  vol- 
ume to  soar  3557f  .  To  cover  the  costs  of 
increased  surveillance,  Leahy  wants  to 
boost  the  CFTC's  budget  by  50%  and  cre- 
ate new  "service  fees"  like  the  Securities 
&  Exchange  Commission's  for  stock 
trades. 

Some  of  the  reforms  strike  at  the  core 
of  industry  practices.  Wall  Street  firms 
say  the  new  liability  provisions  could 
prompt  them  to  bring  their  trading  in- 
house — forcing  many  independent  floor 
brokers  out  of  business.  CBOT  Chairman 
Karsten  Mahlmann  believes  that  any 
service  fees  would  create  "a  crushing 
burden  and  competitive  handicap"  for 
U.  S.  exchanges  bracing  for  foreign 
competition. 

Smaller  concerns  such  as  the  Minne- 
apolis Grain  Exchange  claim  that  the 
proposed  restrictions  on  dual  trading — 
which  would  permit  it  only  in  contracts 
with  fewer  than  7,000  daily  trades — 
could  force  its  futures  business  to  flee 
offshore.  But  Congress'  resolve  should 
be  bolstered  by  a  CFTC  report  due  out 
shortly  that  will  show  little  economic 
benefit  from  dual  trading,  according  to 
CFTC  Chairman  Wendy  Lee  Gramm. 

Hill  staffers  contend  that  the  indus- 
try's lobbying  effort  has  been  marred  by 
its  strident  tone  and  resistance  to  new 
technology.  Says  former  CFTC  Vice- 
Chairman  John  Rainbolt:  "The  credibility 
of  the  exchanges  has  been  shot  all  to 
hell." 

LAPDOG  AGENCY?  The  exchanges  com- 
pounded their  political  woes  in  July, 
when  the  CBOT  ordered  a  sell-off  in  soy- 
beans to  keep  an  Italian  firm  from  cor- 
nering the  market.  The  resulting  heavy 
losses  among  farmers  holding  futures 
contracts,  who  felt  victimized  by  Chica- 
go speculators,  helped  turn  usually 
friendly  farm-belt  legislators  against  the 
pits. 

Despite  the  current  fervor  for  beefing 
up  oversight  of  the  exchanges,  some 
skeptics  question  whether  the  reform  ef- 
fort will  really  change  the  way  the  pits 
operate.  That's  because  experts  wonder 
whether  the  CFTC,  long  regarded  by  crit- 
ics as  a  lapdog  agency,  will  have  the  bite 
to  police  the  reforms  with  vigor.  But 
even  Gramm,  an  ardent  laissez-faire  ad- 
vocate, backs  the  bills — the  surest  sign 
yet  that  the  political  winds  have  shifted. 

By  Dean  Foust  in  Washington,  with  Da- 
vid Greising  in  Chicago 


EXECUTIVE  SUITE  I 


PAUL  FIREMAN  PULLS  ON 
HIS  OLD  RUNNING  SHOES 


Reebok's  founder  is  back  in  control  and  ready  to  kick  up  some  dust 


To  the  relief  of  analysts  and  retail- 
ers, Reebok's  fling  with  outside 
leadership  is  over.  CEO  Paul  B. 
Fireman  has  taken  back  day-to-day  con- 
trol from  President  C.  Joseph  LaBonte, 
a  former  venture  capitalist  who  resigned 
on  Oct.  23  after  two  years  at  the  helm. 

Now,  say  many  outsiders,  Reebok  In- 
ternational can  regain  the  entrepreneur- 
ial spirit  that  LaBonte  buried  under  lay- 
ers of  managers — many  recruited  from 
outside  the  shoe  business.  Analysts  are 
watching  closely  to  see  if  Reebok  can 
carve  a  distinct  identity  and  reignite  its 
growth.  "The  company  needs  Fireman  to 
think  up  some  innovative  ways  to  get 
the  momentum  going 
again,"  says  analyst 
Stanley  Lanzet  of  Arn- 
hold  &  S.  Bleichroeder. 

Fireman  credits  the 
former  president  with  in- 
stalling much-needed  cor- 
porate structure  and 
management  discipline. 
But  the  highly  regiment- 
ed organization  LaBonte 
built  was  unresponsive  to 
consumers  and  to  Ree- 
bok's all-important  dealer 
network.  "It's  time  for 
this  company  to  shift 
gears  and  focus  more  on 
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REEBOK  IS  LOSING 
ITS  SEX  APPEAL 

SHARE  OF  THE 
ATHLETIC  SHOE  MARKET 

□  REEBOK   DNIKE  □  LA.  GEAR 
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A  PERCENT  -PROJEniON 
DATA:  SPORTING  GOODS  MANAGEMENT  NEWS  INC 


marketing  and  sales,"  says  Fireman 
is  best  served  by  myself  being  more  In 
rectly  involved  in  the  marketing."  I  ai 
Bonte  couldn't  be  reached  for  commei  a 
LOCKED  OUT.  Fireman's  plans  should  i  ti 
assure  retailers.  During  LaBont€  it 
reign,  executives  at  Foot  Locker,  t 
F.  W.  Woolworth  Co.  division  that  'M\ 
counts  for  about  20%'  of  Reebok's  sale  * 
found  themselves  locked  out  of  produ  ij 
decisions.  "They  said  to  us:  'This  is  1 1 
way  it's  going  to  be,'  "  says  James 
Hartmann,  Foot  Locker's  director 
buying  for  men's  shoes. 

That  attitude  paved  the  way  for  dis^ 
pointments  such  as  this  year's  runnir  » 
shoe     debacle.  Lapi 
spring,  Reebok  unveil 
a  line  of  white  runnii  j 
shoes  despite  Hartmani  s 
prediction  that  consu)  •( 
ers  wouldn't  pay  for  pr 
ey  shoes  without  sor  ia 
color  choices.  Sales  fi  t 
ures  proved  him  rig] 
Now,  says  Hartman 
Reebok  marketing  sta 
ers  are  asking  dealei 
"What  do  you  guys  nec 
and  we  will  do  it." 

That  spirit  of  flexibili 
bodes  well  for  Reebol 
new  products.  Reebol 


5t  high-tech  shoe,  the  so-called  ener- 
■return  system,  is  selling  briskly.  Fire- 
n's  touch  is  also  evident  in  the  new 
•ing  lineup:  running  shoes  made  of 
xalite,  a  material  first  developed  for 
!  aerospace  industry. 
Che  betting  now  is  that  the  Stoughton 
ass.)  company  is  again  poised  for 
)wth — but  not  at  the  road-burning 
e  that  pushed  it  from  sales  of  $66 
lion  to  $1.8  billion  in  four  years.  Still, 
■  smaller  divisions  are  pulling  their 
ight  for  the  first  time  since  they  were 
(uired,  thanks  in  part  to  LaBonte's 
t-cutting.  Sales  of  Rockport  walking 
)es  jumped  24%  in  the  last  quarter, 
ile  Avia  running  shoes  scored  their 
st  profit.  Companywide  profits 
ough  the  first  nine  months  of  1989 
'  up  8%,  to  $140  million,  on  revenues 
.t  declined  slightly,  to  $1.5  billion. 
MPING  PROFITS?  On  the  strength  of  a 

million  post-Thanksgiving  ad  blitz, 
es  should  get  a  Christmas  boost  from 
3  Pump,  a  $170  basketball  shoe  with 
air  pump  that  inflates  the  ankle  collar 

additional  support.  "It's  fantastic," 
fs  Matt  Zale,  president  of  the  19-store 
S.  Athletics  chain.  If  it  pumps  up  con- 
ners,  net  income  could  top  1987's  rec- 
1  $166  million,  says  Kidder  Peabody 
ilyst  Gary  M.  Jacobson.  That  outlook, 
s  Fireman's  higher  profile  since  Au- 
3t,  has  pushed  Reebok  stock  up  over 
from  a  low  of  10  a  year  ago. 
But  all  those  bells  and  whistles  won't 
•e  Reebok's  underlying  problem:  Its 
jue  identity  among  consumers  has 
■edded  market  share  (chart).  This 
ir,  Reebok  lost  the  No.  1  slot  to  arch- 
al  Nike  Inc.,  a  specialist  in  high-per- 
mance  shoes.  At  the  same  time,  up- 
rt  L.  A.  Gear  Inc.  has  made  serious 
oads  with  fashion-conscious  women, 
lile  both  competitors  are  spending 
ivily  behind  unified  advertising  cam- 
gns,  Reebok  has  deployed  its  $50  mil- 
1  ad  budget  on  two  fronts:  perfor- 
ince  and  fashion.  So  far,  say 
servers,  it  remains  outflanked.  "Ree- 
{  has  yet  to  capitalize  on  its  opportu- 
y  to  position  the  brand,"  says  former 
ebok  Marketing  Vice-President  Ste- 
sn  Encarnacao. 

^'ireman  sees  no  image  problem  that 
ne  hot  new  products  can't  cure.  "I 
I't  see  that  our  identity  has  to  be  as 
[eonholed  as  analysts  like  to  make  it 
t,"  he  says.  "We  are  going  to  lead  and 
sate,  rather  than  worry  about  being 
3  thing  to  one  person." 
(\.s  far  as  analysts  are  concerned.  Ree- 
k's turmoil  at  the  top  has  ended  with 
J  best  possible  result:  the  return  of 
i  man  who  almost  singlehandedly 
ilt  the  company.  And  while  the  prob- 
ns  facing  Fireman  aren't  negligible, 
one  doubts  his  abilty  to  give  Nike  and 
A.  Gear  a  run  for  their  money. 

By  Laura  Jereski  in  Boston 


PAPER  I 


TURN  OUT  THE  LIGHTS, 
PAPER'S  lONG  PARTY  IS  OVER 


Growth  was  startling  and  margins  were  fat,  but  the  smiles  are  fading 


For  the  gang  in  the  paper  industry, 
it  has  been  a  fun  ride.  Profits 
zoomed  to  record  levels  over  the 
past  three  years,  prompting  some  happy 
executives  to  blush  at  the  fat  margins 
they've  enjoyed.  But  recent  signs  of 
trouble  have  wiped  away  the  smiles. 
And  this  may  portend  more  serious 
problems  ahead. 

After  a  long  stretch  of  relentless 
growth,  quarterly  profits  for  paper  com- 
panies are  falling.  Bowater  Inc.  saw  its 
profits  sink  15% — 
the  largest  quarterly 
drop  since  1986.  At 
Champion  Interna- 
tional Corp.,  net 
dropped  16.6%.  Boise 
Cascade  Corp.'s  op- 
erating profit  fell 
more  than  15%o.  And 
Canadian  newsprint 
maker  Abitibi-Price 
Inc.  saw  its  quarterly  net  plummet  69%. 

Many  industry  executives  are  trying 
to  talk  up  prices  for  their  products.  But 
it's  beginning  to  look  as  if  only  an  unex- 
pectedly robust  economy  can  prevent 
further  declines  for  makers  of  news- 
print, cardboard  boxes,  and  paper  pack- 
aging. After  gains  of  60%'  and  45%'  in  the 
past  two  years,  growth  in  the  industry's 
operating  profit  this  year  will  fizzle  to 
about  10%,  reckons  Salomon  Brothers 
Inc.  analyst  Sherman  Chao.  He  sees  op- 


'Everyone  on  earth 

is  predicting 
that  our  earnings 
will  go  down' 


erating  profit  sinking  25%  in  each  of  the 
next  two  years.  Says  a  resigned  William 
R.  Laidig,  chairman  of  Great  Northern 
Nekoosa  Co.:  "Everyone  on  earth  is  pre- 
dicting that  our  earnings  will  go  down." 
NEWSPRINT  PLANTS.  The  outlook  might 
not  seem  so  bleak  if  this  year's  modest 
gains  hadn't  come  after  the  unprece- 
dented prosperity.  Companies  such  as 
Champion  saw  cash  from  operations 
swell  to  nearly  three  times  1986  levels. 
Eager  to  put  the  money  to  use,  paper- 
makers  invested  in 
new  capacity.  Inter- 
national Paper  Co. 
this  year  boosted 
spending  25%.  And 
this  year.  Great 
Northern  Nekoosa  is 
spending  $500  mil- 
lion to  build  new 
plants — half  what  it 
spent  in  the  last  five 
years.  Industrywide,  spending  jumped 
36.4%  in  1989,  to  $15.5  billion,  the  Com- 
merce Dept.  estimates. 

The  coming  glut  of  capacity  already 
has  prices  under  pressure.  Boise  Cas- 
cade says  the  average  selling  price  of 
uncoated  papers  in  the  third  quarter  fell 
6%'  from  the  second  quarter.  Prices  for 
the  coated  stock  used  in  magazines 
dropped  a  bit,  too,  and  newsprint  prices 
plunged  8%  since  last  year.  With  steadily 
growing  inventories,  prices  could  drop 
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b}'  17''f  next  year  for  pulp,  a  raw  materi- 
al supplied  to  papermakers,  says  analyst 
Chao.  By  1991,  nearly  all  categories 
could  post  double-digit  declines. 

The  drop  in  pulp  prices  could  bring  a 
windfall  to  makers  of  finished  paper  pro- 
ducts. P.  H.  Glatfelter  Co.  in  Spring 
Grove,  Pa.,  would  save  more  than  $20 
million  a  year  if  pulp  prices  fall  20'''<,  to 
$665  a  ton.  James  River  Corp.,  which 
buys  more  than  550,000  tons  of  pulp  a 
year,  likewise  would  cash  in.  For  these 
pulp  consumers,  it"s  a  welcome  relief: 
Margins  on  pulp  have  run  as  high  as 
50^f  the  past  few  years.  "That's  uncon- 


scionable," concedes  one  sheepish  execu- 
tive. But  he  adds:  "If  the  damn  fools 
want  to  pay  it.  we'll  charge  it." 
NEW  NICHES.  The  companies  that  might 
avoid  trouble  are  those  that  diversified 
in  the  recent  palmy  days.  IP,  for  one,  has 
pushed  into  niche  markets.  A  couple  of 
years  back,  it  picked  up  Masonite  Corp., 
the  maker  of  door  facings  and  other 
building  products,  and  in  Januarj-  it 
bought  a  French  papermaker  to  add  geo- 
graphic diversity-.  Says  Chief  Executive 
Officer  John  A.  Georges:  "We  will  not 
be  quite  as  cyclical  as  we  have  been." 
But  for  most  producers,  it's  too  late  to 


diversify.  Their  massive  capital  spending, 
has  sopped  up  nearly  all  their  available 
cash.  At  the  end  of  the  down  cycle,  com- 
panies will  have  to  borrow  to  meet  their 
capital  expenditures  and  dividends. 

Most  executives  now  just  fight  over 
how  severe  the  downturn  will  be.  "I 
don't  think  it's  all  doom  and  gloom," 
insists  Great  Northern  Chairman  Laidig. 
Maybe.  But  if  capacity  continues  to 
come  on  as  planned  and  demand  doesn' 
suddenly  grow,  the  industry  may  fini 
itself  in  a  bust. 

By  Todd  Vogel  in  Connecticut,  with  Joseptk 
Weber  in  Philadelphia,  and  bureau  report^ 


\ 

hi 


HEALTH  CARE  I 


HOSPITALS:  DAMNED  IF 

THEY  MERGE,  DAMNED  IF  THEY  DON'T 


Medicare  says  slash  costs — Justice  says  not  if  it  means  consolidating 


The  logic  of  the  plan  seemed  unas- 
sailable. The  two  largest  hospitals 
in  Rockford,  111.,  were  both  run- 
ning at  less  than  757<  of  capacity.  Com- 
peting head-to-head  for  patients,  both 
Rockford  Memorial  and  Swedish-Ameri- 
can felt  compelled  to  operate  expensive 
shock-trauma  and  open-heart  surgery 
units.  So  on  Sept.  29,  1987,  the  hospitals 
announced  they  would  merge.  The  link- 
up, they  figured,  could  save  S42  million 
over  five  years.  "By  stopping  duplica- 
tion, we  could  become  a  medi- 
cal center  that  would  be  a 
showpiece  for  the  region," 
says  Swedish-American  Presi- 
dent Dr.  Robert  B.  Klint. 

Sound  sensible?  Not  to  the 
Justice  Dept.  Soon  after  the 
merger  plan  was  announced, 
federal  antitrust  lawyers  filed 
suit,  charging  that  the  combi- 
nation would  drive  up  the  cost 
of  health  care.  Federal  Judge 
Stanley  J.  Roszkowski  agi-eed 
and  blocked  the  merger.  In 
November,  hospital  attorneys 
expect  to  go  to  the  U.  S. 
Court  of  Appeals  in  Chicago 
to  ask  that  it  overturn  the 
lower-court  decision.  This 
case,  and  a  similar  one  in  Roa- 
noke, Va.,  that  went  against 
the  government,  could  end  up 
in  the  Supreme  Court. 
MARKET  POWER.  Nonprofit 
hospitals,  squeezed  by  the 
government  and  private  em- 
ployers to  cut  costs,  see  merg- 
ers as  one  route  to  salvation. 
They  fear  that  if  Justice  pre 
vails,  hundreds  of  hospitals 


will  slowiy  but  sui-ely  bleed  to  death. 

Many  have  been  under  financial  pres- 
sure since  the  1983  overhaul  of  medi- 
care's payment  system.  Inpatient  admis- 
sions have  plunged,  taking  occupancy 
rates  with  them.  An  increasing  number 
of  hospitals  are  closing.  But  many  oth- 
ers. 64  in  1987,  are  meeting  the  chal- 
lenge by  merging,  generating  market 
power  that  Justice  fears  will  let  hospi- 
tals dictate  fees.  "You  have  one  part  of 
government  saying.  "You  have  to  be 


more  efficient.'  "  says  Rockford  Memori- 
al President  Harold  W.  Maysent.  "But 
the  other  part  of  government  is  saying 
"We're  going  to  get  you.'  " 

Justice  and  the  Federal  Trade  Com- 
mission don't  see  it  that  way.  In  theu 
view,  anticompetitive  beha\ior  by  hospi- 
tals, doctors,  and  other  medical  enter^ 
prises  is  illegal,  even  if  prompted  bj 
government  pressures  to  reduce  costs 
ALL  WRONG?  In  the  two  hospital  cases 
Justice  is  using  the  same  guidelines  i' 
employs  for  other  industries  to  decid( 
wiiether  mergers  are  likely  to  reduc( 
competition.  In  Rockford.  the  govern 
ment  claimed  a  merger  between  two  o: 
the  cit\"'s  three  hospitals  would  enable 
them  to  control  90'"<-  of  the  inpatien 
market.  In  the  Roanoke  case.  Justice 
contended  a  merger  between  Communi 
ty  Hospital  and  Roanoke  Memoria 
would  similarly  reduce  the  rivalr; 

among  that  citA^'s  three  hospi 
tals.  Major  insurers  testifiec 
they  would  be  unable  to  ex 
ti-act  the  kind  of  competitiv 
discounts  for  inpatient  can 
they  have  won  in  the  past. 

Hospitals  argue  that  Ju; 
tice  has  it  all  wrong.  First 
they  say  the  governmen 
looked  at  competition  in  to 
small  a  geographic  area 
Then,  trust-busters  dismisse- 
the  fact  that  hospitals  don 
just  compete  with  each  otl 
er — they  also  fight  for  bus 
ness  with  walk-in  clinics  an 
outpatient  surger>"  centers 

Finally,  hospitals  contenc 
the  government  doesn't  ui 
derstand  the  economics 
their  business.  Health  care  e) 
perts  say  that  competitio 
among  hospitals  actuall 
tends  to  increase  costs  b 
cause  institutions  try  to  outd 
each  other  with  all  sorts 
expensive  services.  Argue 
William  G.  Kopit,  the  attorne 
for  both  Roanoke  hospital 
"Excess  capacit}'  and  dupliai 


Show  your  face  the  respect  it  deserves. 


At  Braun,  we  regard 
having  as  something  you  do 
y  your  face,  rather  than  to  it. 

It  IS  this  attitude  that 
ispired  the  design  of  the 
iraun  three  position  switch, 
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perfect  smoothness,  even  in 
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skin.  Anything  less  compro- 
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cutting  action  with  the  trim- 
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tion  of  services  will  keep  prices  up." 

In  Roanoke,  each  hospital  is  likely  to 
buy  a  new  $3  million  magnetic  resonance 
imager  if  the  merger  doesn't  go 
through.  And  aging  Memorial  will  prob- 
ably have  to  build  a  new  X-ray  unit  and 
outpatient  center — even  though  Commu- 
nity has  more  than  enough  room  in  its 
units  to  accommodate  patients  who  need 
such  services,  according  to  Community's 
president,  William  R.  Reid. 

The  hospital  industr\''s  protests  may 
be  somewhat  overblown.  Walter  T. 
Winslow,  deputy  director  of  the  FTC's 


Bureau  of  Competition,  notes  that  few 
cases  are  pursued,  even  though  "there 
are  mergers  occurring  all  the  time  that 
create  concentration  in  local  markets." 
Justice  isn't  commenting  on  the  cases. 

Still,  the  industrj-  has  a  point.  The 
government  has  no  overall  plan  to  im- 
prove the  efficiency  of  medical  care.  If 
competition  in  the  health  care  industry  is 
here  to  stay,  some  consolidation  under 
the  watchful  eye  of  government  may  be 
a  good  idea. 

By  Susan  B.  Garland,  uith  Tim  Smart, 
in  Washington 


SPORTS  BUSINESS! 


MORE  COMPUTERS—AND  HUMANS- 
ARE  SAYING  'CHECKMATE' 


The  popularity  of  chess  is  soaring — thanks  in  part  to  smart  machines 


Long  before  reigning  chess  king 
Garv'  Kasparov  squared  off  against 
the  world's  best  chess  computer,  he 
predicted  there  was  no  way  he  could 
lose.  Some  chess  experts  had  their 
doubts.  In  the  past  year,  the  powerful 
"Deep  Thought"  computer  beat  Danish 
grand  master  Bent  Larsen  and  several 
other  top-ranked  players.  But  on  Oct.  22, 
the  Soviet  champion  manhandled  Deep 
Thought  in  two  easy  games  at  the  New 
York  Academy  of  Art. 

Not  since  Bobby  Fischer  was  playing 
in  the  early  1970s  has  a  chess  match 
grabbed  so  many  front-page  headlines  in 
the  U.  S.  The  media  hoopla  is  just  one 


more  sign  that  chess  is  on  the  verge  of 
taking  off  as  a  lucrative  sport.  It's  still 
small  potatoes  compared  with  baseball 
or  football,  of  course.  But  revenues 
from  the  sale  of  chess  books,  sets,  and 
computer  games  now  total  about  $300 
million  annually  and  are  growing  at  107^ 
a  year,  says  the  U.  S.  Chess  Federation. 
The  organization's  membership  of 
60,000,  mostly  expert  players,  has  in- 
creased by  lo%  in  five  years. 
FAT  PURSE.  No  wonder  major  companies 
are  starting  to  sponsor  chess  tourna- 
ments. IBM  is  paying  $15,000  to  back  a 
match  in  late  October  at  Harvard  Uni- 
versity, pitting  four  grand  masters 


against  four  of  the  best  chess  compi 
ers,  including  Deep  Thought.  Coca-Co 
Bottling  Co.  of  New  York  and  Pepp( 
idge  Farm  Inc.,  which  sells  a  line 
cookies  called  Chessmen,  have  sponsor  i 
events.  Until  recently,  computer  comrjl 
nies  have  been  the  biggest  supporteil 
AGS  Computers  Inc.,  a  unit  of  Nyn' 
Corp.,  put  up  $20,000  to  stage  t 
Kasparov  vs.  Deep  Thought  bout, 
which  Kasparov  took  home  $10, 0( 
"Can  you  imagine  getting  a  world  cha 
pion  for  that  kind  of  money?"  says  A 
President  Joseph  Abrams. 

Executives  such  as  Abrams  see  ch 
as  a  potent  marketing  weapon.  Ma 
new  players  are  computer  users  who 
knowledge  gives  them  a  leg  up  on  t 
problem-sohing  skills  needed  to  play, 
bert  J.  LawTence,  executive  director 
the  U.  S.  Chess  Federation,  estimai 
some  1,000  schools  now  use  chess  to 
prove  computational  and  reading  ski 
The  game  is  "waiting  to  be  exploite( 
says  Allen  Kaufman,  executive  direc 
of  the  American  Chess  Foundation. 

Thanks  to  Kasparov's  star  quali 
though,  big-time  chess  will  no  longer 
a  bargain.  When  the  dashing  26-year- 
defends  his  world  title  next  year,  ■ 
winner  is  expected  to  take  home  ab( 
$4  million  and  the  runner-up  about 
million.  Fischer  earned  about  $100,( 
when  he  beat  Boris  Spassky  in  1972 
unprecedented  purse  at  the  time. 
TOO  GOOD?  So  far,  though,  compu 
chess  manufacturers  are  making  ou 
lot  better  than  even  the  best  players. 
1977,  Fidelity  Electronics  Internatio: 
Inc.  introduced  the  world's  first  comm 
cial  computerized  chess  game.  This  ye 
industiT  sales  will  hit  nearly  $100  i 
lion,  estimates  Sidney  Samole,  presid' 
of  Miami-based  Fidelity.  Now,  manuf 
turers  worry  that  retail  chess  comp 
ers,  which  sell  for  $30  to  $5,000 
getting  too  good  for  the  average  play 
"We  may  start  turning  people  off 
game  if  they  can't  beat  the  compu 
once  in  a  while,"  Samole  says. 

Club  players  will  be  comforted 
know  that  retail  chess  computers  do 
approach  the  class  of  Deep  'Thought 
veloped  by  five  scientists  at  Pittsburg 
Carnegie  Mellon  University,  D( 
Thought  analyzes  1.5  million  possi 
chessboard  positions  a  second.  But 
sharpest  humans  can  best  comput 
with  intuition  and  creativity.  Still,  D 
Thought  is  good  enough  to  rank  am( 
the  top  30  U.  S.  players. 

Chess  experts  figure  that  hum; 
have  about  five  more  years  to  lore 
over  their  electronic  adversaries.  E 
Kasparov  admits  it's  only  a  matter, 
time  until  a  computer  defeats  him. 
least  it  won't  demand  a  paycheck. 

By  Michael  Schroeder  in  Pittsbu 
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There  are  7 
Wonders  of  die  World. 


But  there's  only  one  Beefeater  I 

'he  Great  Pyramid  of  Cheops  The  Tomb  of  King  Mausolus  at  Halicarnassus 

'he  Hanging  Gardens  of  Babylon       The  Colossus  of  Rhodes  on  the  Isle  of  Rhodes 
'he  Statue  of  Zeus  at  Olympia  The  Lighthouse  on  the  Isle  of  Pharos 

'he  Temple  of  Diana  at  Ephesus         The  8th  Wonder?  Beefeater  and  Tonic! 
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CARNIVAL  CRUISE  LINES 
RUNS  INTO  ROUGH  SEAS 


►  Autumn  usually  provides  a 
respite  for  cruise  lines:  Ships 
head  for  dry  dock,  and  crews 
get  some  R&R.  But  not  for  Mi- 
ami-based Carnival  Cruise 
Lines.  In  the  wake  of  the  Oct. 
13  stock  market  plunge,  Car- 
nival scuttled  a  $200  million 
bond  offering.  Then,  on  Oct. 
23,  the  Finnish  shipyard  that 
Carnival  hired  to  build  three 
sleek  ships  announced  it  was 
going  into  bankruptcy.  "My 
assumption  is  the  ships  can- 
not be  built  in  time,"  says 
Klaus  Gronbiirj,  finance  direc- 
tor for  Wartsila  Group,  owner 
of  19?;  of  the  shipyard. 

That  means  rough  sailing 
ahead  for  Carnival,  which 
needs  the  extra  capacity  to 
expand  earnings  and  stay 
perched  atop  the  industry. 
"Carnival's  whole  profit 
scheme  is  hinged  on  added 
berths,"  says  one  competitor. 


THE  TWIN  CITIES' 
NEW  WEED-WHACKER 


►  Do  cigarette  vending  ma- 
chines make  it  easier  for  kids 
to  get  hooked  on  nicotine? 
Some  city  officials  in  Minneso- 
ta's Twin  Cities  think  so.  They 
want  the  machines  banned  in 
all  public  places — including 
restaurants,  shopping  centers, 
and  bars.  A  St.  Paul  suburb 
already  has  passed  such  a 
ban.  The  Tobacco  Institute 
says  it  will  fight  hard  for 
what  it  perceives  as  a  right  to 
coin-operated  sales.  With 
good  reason:  Minnesota's  pio- 
neering antismoking  laws  of 
the  1970s  set  a  trend  through- 
out the  U.  S. 


FORD  LOADS  ITS  GUNS 
FOR  A  JAGUAR  HUNT 


►  Ford  is  putting  the  pedal  to 
the  metal  in  its  race  with  Gen- 
eral Motors  to  take  over  Brit- 
ain's Jaguar.  On  Oct.  24,  Ford 
announced  it  had  raised  its 
Jaguar  stake  to  12%  and  said 
it  would  bid  for  all  of  Jag  if 


the  government  dropped  re- 
strictions blocking  a  takeover 
before  January,  1991.  That 
puts  pressure  on  friendly 
talks  between  GM  and  Jaguar, 
which  are  aimed  at  giving  the 
U.  S.  auto  maker  a  minority 
stake  and  a  share  in  wide- 
ranging  joint  ventures. 

The  GM  deal  would  need 
Jaguar  shareholder  approval. 
But  the  U.  S.  arbs  who  control 
some  359?  of  Jag  shares  might 
well  favor  a  full-fledged  Ford 
bid.  Ford's  tenacity  suggests 
it  might  have  the  upper  hand 
in  an  all-out  bidding  war. 


ROUTE  128  TRAFFIC 
KEEPS  THINNING  OUT 


►  The  carnage  continues  on 
Massachusetts'  Route  128, 
where  a  half-dozen  technol- 
ogy companies  have  shed 
15,000  jobs  this  year.  Prime 
Computer  kept  the  promise  it 
made  when  J.  H.  Whitney 
took  it  private  two  months 
ago:  It  announced  layoffs  of 
2,500  employees,  or  more  than 
207c  of  its  work  force,  and 
said  it  would  reorganize  into 
four  new  profit  centers. 
Prime  said  the  restructuring 
would  allow  it  to  repav  its  $1 
billion  debt  by  1994. 

Wang  Laboratories,  mean- 
while, announced  it  was  sell- 
ing to  unnamed  buyers  its  do- 
mestic lease  portfolio,  plus 
some  European  real  estate, 
for  $200  million.  New  CEO 
Richard  Miller  says  he  has 
identified  an  additional  $300 


TUBER  OR  NOT  TUBER,  THAT  IS  THE  QUESTION 


There's  just  one  thing  more  im- 
portant than  broccoli  in  Aroos- 
took County,  Me.,  and  that's  po- 
tatoes. Local  farmers  shipped 
2.25  billion  pounds  of  spuds  last 
year.  So  folks  grew  .surly  when 
Burger  King  opted  not  to  renew 
its  one-year-old  contract  to  buy 
45  million  pounds  of  Maine 
french  fries  from  McCain  Foods. 

Burger  King — the  only  major 
restaurant  chain  to  give  Maine 

fries  a  chance — explains  that  Americans  simply  prefer  potatoi 
from  Idaho,  Washington,  and  Oregon.  That  excuse  doesii 
wash  in  Maine.  One  radio  station  hinted  darkly  at  a  statewio 
Burger  King  boycott,  until  franchisees  made  clear  it  wasri 
their  fault.  "It's  a  very  emotional  issue,"  says  Steven  Wegne 
who  owns  five  Burger  King  restaurants  around  Bangor 

All  is  not  lost,  though.  A  week  after  the  Burger  King  de 
fell  through,  the  U.  S.  armed  forces  agreed  to  buy  most  of  tl 
surplus.  That's  a  mighty  big  pile  for  some  poor  soul  on  K. 


million  worth  of  "nonstrate- 
gic"  assets  that  he  plans  to 
unload  within  nine  months. 


THE  TAXMAN  COMETH 
TO  MORE  COMPANIES 


►  One  of  the  goals  of  the  Tax 
Reform  Act  of  1986  was  to 
make  sure  that  profitable  cor- 
porations pay  some  tax.  By 
that  measure,  the  overhaul  is 
an  apparent  success.  Of  250 
money-making  companies  sur- 
veyed by  Citizens  for  Tax  Jus- 
tice, only  seven  avoided  the 
taxman  in  1988,  compared 
with  up  to  73  prior  to  1986. 

The  most  successful  compa- 
ny  at   avoiding   tax  was 


Kroger,  which  had  an  effe 
tive  rate  of  -28.39^  last  yea 
largely  as  a  result  of  a 
structuring,  according  to  c 
At  the  other  end  of  the  sp 
trum,  ITT,  which  paid  no 
at  all  from  1981  to  1985,  ow 
Uncle  Sam  nearly  38%  of 
profits  last  year,  CT.J  says. 

The  industries  hit  hard 
by  tax  reform  included  ae 
space,  chemicals,  teleco 
munications,  and  airlines.  T 
biggest  winners  were  rub 
and  textiles,  which  paid  at 
slightly  lower  rate  than 
fore  tax  reform. 


A  REBOUND  FOR  THE 
DENVER  NUGGETS  DEil 


►  Comsat  is  coming  to  t 
rescue  of  the  stalled  deal  i 
the  Denver  Nuggets  bask 
ball  team.  Comsat  and 
partners,  Chicago  developt 
Bertram  Lee  and  Pet 
Bynoe,  will  pay  Nuggets  ov 
er  Sidney  Shlenker  about  5 
million  for  the  franchise.  L 
and  Bynoe  couldn't  raise  t 
cash  to  close  an  earlier  det 
Comsat  will  receive  a  62. 
interest  in  the  team,  whc 
games  will  be  shown 
300,000  hotel  rooms  served 
Comsat  Video  Enterpris 
Look  for  Comsat  to  make  I 
more  programming  purchai 
in  the  coming  miOnths. 
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]olor.  Style.  Rhythm.  As  different  as  they  are  from  one  Nikko  city  to  the  next,  and 


om  one  Nikko  hotel  to  another,  you  can  count  on  some  things  that  will  never 


hange:  Facilities,  amenities  and  locations  carefully  planned  to  offer  you. 


Simply  everything.  Simply 


nikko  hotels  international 

SAN  FRANCISCO -CHICAGO -NEW  YORK 
1-  800-NiKKO-US 


otel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
ther  Nikko  Cities:  Mexico  City  •  Dusselciorf  •  London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Bei|ing •  Shanghai  •  lakarta  •  Osaka  •  Narita 


AIG  Issues  Forum 


Whyrefbrmingourlial 
America  is  to  succeel 


The  reouFEi\noN  of  GEMRa  s  wmm 

V\'e  are  a  compassionate  socier)".  V\e  v,  .ir.: 
to  cor:"  "  ;  r  ~  :e  those  who  have  5  H  ■ 

e\'er\' _  ..r  courts  expand  tr-v^.:. . 
concepts  oi  liability,  wt  encourage  Americans 
CO  5ue  each  other 

And  uhen  courts  instruct  defendants  to 
pay  excessive  .  :  u"e're  ^ddirz  :o 

the  costs  cor- .     r  .: .    ;  :  zoods  a:'.„ 
senrices. 

Px^TNGARIDDEMW. 

In  reality  \.:x::\.  'Sx.  A::^c:ican  sysic::; 
liaMit}"  IS  the  source  of  a  "hidden  tax  on  the 
economy-a  ta:-:  that  can  account  for  as  : 
as  50*^--  oi  the  price  paid  tor  a  product. 

What's  v.-orse.  this  hidden  tax  amounts  to 
S80  billion  a  }car-a  sum  equal  to  the 
combined  profits  of  the  nations  largest  200 
corporations. 

CoTiSider.  for  e:\amiple.  that  there  are  30 
times  more  lav/suits  Der  caoita  m  tne  United 
States  than  Japan  alone- 

Is  It  am."  ^^Dnder  v/m."  Amenca  is  having  a 
tough  timse  comipermg  abroad? 

Unceri-unti  stifles  enterprise 

The  unpredictabilit}"  of  our  liabilit  s^-stem 
nurts.  too. 

Fcr  e:<am.ple.  m  a  recent  sur\"e."  of  CEOs, 
the  Conference  Board  found  that  worn." 
potential  liabilit)"  suits  caused  40%  of 
the  com:Danie5  5un"e;^"ed  to  stop  resear.;  .  . 


yl if;  rej'jr/yis  are  needed 
to  strengthen  (jiir  eco>i07n\. 

de^/elopment  on  nevv  products.  . 
:  .  :  : :  disccsitmue  the  sales  01  existmg 
.:ct5. 

.•\RE  \\1  CONTRaUNG  RISKS. 
OR  ENCaHAGlNG  THENi? 

When  we  givc    _      .-\dnvc: "  m 
sue  .m.  aj::m..tr-c.-  .-..^nwaven^mxc: 
a  m-..m  -  .rash,  are  we  c: 

ling  risks? 

Or  encouraging  them. 

\bu  can  be  sued  e^"en  if  \  our  pre ::  " 
riate  of  the  art  m  ^fety  Ever.  .  - 

: isused  it  against  your  ins . :  ^: 

the  risks  v.  ere  ob-ious. 


ysystem  is  essential  if 
I  overseas  markets. 


when  fear  of  lawsuits  forces  doctors 
practice  defensive  medicine,  we  all  pa)'  the 
Ided  costs  of  overtreatment.  And  if  that 
me  fear  causes  physicians  to  limit  services, 
•  worse,  abandon  their  practice,  lack  of 
lequate  medical  treatment  means  greater 
sks  for  everyone. 

It's  an  unhealthy  situation  that  needs 
)rrecting. 

What  STEPS  CAN  WE  TAKE? 

One  positive  step  would  be  to  base  liability 
lits  on  fault. 

Reform  our  "deep  pocket  "  approach. 

Few  disagree  that  our  current  system  often 
icourages  the  frivolous  suing  of  those  with 
1  ability  to  pay  In  other  words,  those  with 
?ep  pockets.  But  is  it  right  to  hold  these 
ilendants  entirely  liable  tor  pa}'ment,  even  if 
ley  were  only  minimally  at  fault? 

A  MORE  rational  APPROACH 
TO  COMPENSATION. 

Those  who  suffer  economic  losses  because 
;  another's  negligence  should  be  fairly 
:imbursed. 

There  should,  of  course,  be  just  compensa- 
on  for  pain  and  suffering  resulting  from  real 
:id  severe  injuries. 

But  can  we  afford  to  continue  a  system  that 
icourages  litigation  and  financial  settlements 
lat  often  bear  little  direct  relationship  to 
le  actual  cost  of  injuries  sustained? 


We  must  hnd  a  better  approach. 

Congress  HAS  A  ROLE. 

Legislation  providing  a  uniiorm  product 
liability  standard  would  help  aHow  Ameri- 
cans to  compete  without  the  burden  of 
excessive  liabilitv  risks. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  us  our  x'alues  as 
a  society  that  count. 

Especially  as  reflected  in  our  courts  and 
individual  jury  decisions. 

Wm'  IS  AIG  running  .^ds  like  this? 

AIG  (American  International  Group)  is  the 
largest  underwriter  of  commercial  and  indus- 
trial insurance  m  America,  and  the  leading 
U.S. -based  international  insurer 

The  nature  of  our  business  means  we  deal 
every  day  with  issues  affecting  the  luture  of 
the  world  economy 

We've  started  this  dialogue  to  encourage 
people  like  you  to  help  shape  a  better  future. 

Perhaps  you'll  want  to  keep  the  ball  rolling 
b\'  contacting  your  elected  officials-judges 
and  legislators- with  your  oun  views. 

Or  if  you  prefer,  wTite  M.R.  Greenberg, 
Chairman,  AIG,  70  Pine  Street,  New  York, 
NY  10270. 

KV7SI  World  leaders  in  insurance 
rt^W  and  financial  services. 


A  few  suggestions  ' 
for  those  who  decide  to  goj 
witli  another  international 
long  distance  company  i 


Feeling  lucky? 

Then  you  probably  don't 
need  the  long  distance  com- 
pany with  over  60  years'  inter- 
national experience. 

The  company  with  taster 
connections  to  more  countries 
than  any  other. 

The  company  whose 
Worldwide  hitelligent  Network 


ensures  that  your  calls  will 
go  through  with  unsurpassed 
clarity 

hi  other  words,  you  prob- 
ably don't  need  to  call  1  800 
222-0400  ext.  1277. 

After  all,  that's  a  num- 
ber you  should  only  call  if 
you  need  more  than  luck  on 
your  side. 


f 


AT&T 

The  right  choice. 


Tm^ll'iNtMiltTinF;!?! 
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HE  CAPITAL-GAINS  CUT  ISN'T  DEAD 
f S  JUST  PLAYING  POSSUM 


ust  a  few  weeks  ago,  President  Bush's  proposal  to  cut 
taxes  on  capital  gains  seemed  unstoppable.  The  measure 
sailed  through  the  heavily  Democratic  House  and  seemed 
ired  of  passage  in  the  more  congenial  Senate.  But  then, 
ite  Majority  Leader  George  J.  Mitchell  (D-Me.)  and  Fi- 
;e  Committee  Chairman  Lloyd  Bentsen  (D-Tex.)  stepped  in 
stopped  the  tax  cut  in  its  tracks.  Mitchell  has  now  de- 
id  it  dead  for  the  year. 

at  it's  not  time  to  say  last  rites  over  a  capital-gains  cut. 
ler  than  killing  the  proposal.  Democrats  are  only  delaying 
inevitable.  The  rate  on  gains  will  be 
iced,  but  probably  not  until  next 
■ — when  Democrats  think  they  can 
e  a  cut  for  maximum  concessions 
1  Bush. 

majority  of  senators  favors  cutting 
rate  on  gains — but  not  the  60  mem- 
.  needed  to  end  a  threatened  filibus- 
Even  some  of  the  leading  opponents 
Bush's  proposal  including  Bentsen, 
Id  support  a  long-term  reduction  in 
tal-gains  rates — but  not  until  1990 
preferably  as  part  of  a  broader  bud- 
deal.  Says  Senator  David  L.  Boren  (D-Okla.),  a  strong 
sorter  of  the  proposed  cut:  "I  give  us  a  one-in-three  shot  of 
ing  it  this  year,  but  I  give  us  a  two-in-three  shot  of  getting 
5xt  year." 

s  ON  THE  LINE.  The  Administration,  worried  that  the  oppor- 
ty  may  slip  away,  is  keeping  up  the  pressure.  To  sweeten 
deal  for  Democrats,  Bush  said  on  Oct.  24  that  he  would 
;ider  packaging  the  gains  reduction  with  a  minimum-wage 
ease  and  child  care  legislation.  And  Bush  is  wooing  House 
fs  &  Means  Chairman  Dan  Rostenkowski,  who  unsuccess- 
Y  tried  to  kill  the  capital-gains  cut  in  his  committee.  The 
sident  hopes  that  the  Illinois  Democrat  will,  as  one  White 
ise  aide  puts  it,  "overcome  his  sullenness"  and  help  broker 
)nipromise. 

ongressional  leaders  aren't  ready  to  deal  just  yet.  Rosten- 


MITCHELL:  WAITING  FOR  A  BETTER  DEAL 


kowski  won't  take  up  capital  gains  without  the  approval  of 
House  Speaker  Thomas  S.  Foley  (D-Wash.),  who  remains  ada- 
mantly opposed.  And  Mitchell  wants  to  prove  that  Democratic 
leaders  can  stand  up  to  the  Administration.  "The  egos  of  the 
leaders  are  tied  up  enough  in  this  thing  that  they  have  an 
overwhelming  interest  in  nothing  happening  this  year,"  says 
political  analyst  Norman  J.  Ornstein  of  the  American  Enter- 
prise Institute.  "If  these  guys  don't  have  the  clout  to  stop  this 
now,  they  don't  have  clout  on  anything." 
The  next  test  for  the  Democrats  will  probably  come  when 
the  Senate  considers  an  extension  of  the 
federal  debt  limit  that  is  needed  to  keep 
the  government  functioning  after  Oct. 
3L  Republicans  are  planning  to  offer  a 
proposal  that  would  lower  the  maximum 
effective  rate  on  capital  gains  to  2L5% 
on  assets  held  for  at  least  seven  years, 
with  higher  rates  on  assets  held  for  a 
shorter  time.  The  package  also  includes 
a  partial  restoration  of  individual  retire- 
ment accounts.  But  Democratic  support- 
ers of  a  capital-gains  cut,  who  are  hop- 
ing for  a  shorter  holding  period,  don't 


much  care  for  this  proposal, 

An  llth-hour  deal,  always  a  possibility  in  Congress,  could 
still  salvage  a  capital-gains  cut  this  year.  And,  typically,  the 
Democrats  are  divided  in  their  aims.  One  group  is  hoping  to 
use  capital  gains  as  bait  to  draw  Bush  into  a  multiyear  budget 
deal  that  includes  a  tax  increase.  Others  simply  want  to  trade 
a  capital-gains-rate  reduction  for  other  election-year  tax 
breaks. 

The  Democrats  may  have  succeeded  in  snatching  victory 
away  from  the  White  House  for  the  moment.  But  the  contest 
over  capital  gains  has  become  an  escalating  battle  for  partisan 
advantage.  That  kind  of  fighting  is  unlikely  to  produce  respon- 
sible tax  policy.  Instead,  the  result  will  probably  be  a  package 
of  election-year  tax  goodies  that  will  only  add  to  the  deficit. 

Bi/  Ricluinl  Fly  and  Don  (/las  f/nrhrrrlif 


>ITAL  WRAPUPI 


iMPAIGN  FINANCE 


Senator  David  L.  Boren  (D-Okla.)  is 
Pworried  that  the  government  may 
indirectly  running,  and  perhaps 
en  helping  to  fund,  dozens  of  politi- 
1  action  committees.  The  problem  is 
th  the  hundreds  of  insolvent  banks 
d  thrifts  now  under  the  control  of 
e  Federal  Deposit  Insurance  Corp. 
id  the  newly  created  Resolution 
■ust  Corp.  Although  a  corporate 
iC's  campaign  contributions  must  be 
nded  by  employees'  voluntary  dona- 
ms,  federal  law  allows  companies  to 
.y  administrative  costs.  Boren  is  ask- 
g  FDIC  Chairman  L.  William  Seidman 
investigate  the  government's  role  in 


PAC  management.  "I  feel  very  strongly 
that  it  would  be  inappropriate  for  the 
FDIC  to  . . .  underwrite  political  activi- 
ties," the  senator  told  Seidman. 

LABOR  

Although  George  Bush  hasn't  gone  out 
of  his  way  to  court  organized  labor,  he 
may  become  the  first  President  in  a 
decade  to  address  an  afl-CIO  conven- 
tion. Bush  advisers  are  leaning  toward 
accepting  an  invitation  from  President 
Lane  Kirkland  to  speak  to  the  labor 
federation's  Nov.  13-16  biennial  meet- 
ing in  Washington.  Jimmy  Carter 
spoke  to  an  AFL-CIO  meeting  in  1979. 
Ronald  Reagan  turned  down  a  1981  in- 
vitation and  wasn't  asked  again. 


REGULATORS 


One  of  the  staunchest  advocates  of 
laissez-faire  Reaganism  may  be  leaving 
the  Securities  &  Exchange  Commission 
earlier  than  expected,  giving  Bush  a 
chance  to  redirect  the  agency.  SEC 
member  Joseph  A.  Grundfest,  whose 
term  runs  until  next  June,  is  scheduled 
to  teach  a  law  course  at  Stanford  Uni- 
versity in  January.  Grundfest  says  his 
decision  to  return  to  California  isn't 
final,  but  an  early  departure  is  a  possi- 
bility. With  Bush  appointee  Richard  C. 
Breeden  in  place  as  chairman  and  an- 
other seat  vacant,  the  Administration 
has  the  opportunity  to  appoint  a  major- 
ity of  the  five-member  commission. 


IINGTON  OUTLOOK 
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ucks.  That^whli 
fChevroletr 


S  WINNING 


TODAY'S  FLEET  COMPANY  IS  CHEVROLE 


Do  business  with  Chevrolet  Fleet  Sales  and  you 
work  with  the  biggest  fleet  sales  and  service  support  team 
in  the  business. 

We  have  over  twice  the  trained  fleet  manpower  in  the 
field  than  Ford.  We  have  an  800-number  hot  line  to  call 
for  help.  And,  unlike  Ford,  we  have  a  service  organization 
just  for  fleet.  So  you  deal  with  people  who  are  100% 
devoted  to  your  needs.  Rather  than  50/50. 

Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  Cars  or 
trucks,  sales  or  service,  nobody  offers  you  more  than  we  do. 


Chevrolet  and  the  Chevrolet  emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ei989  CM  Cof|»2 ; 
All  Rights  Reserved.  Ut's  get  it  together. ..  buckle  up. 


nternational  Business 


TAIWAN  I 


THE  OTHER  CHIHA 
IS  STARTIHG  TO  SOAR 


Taiwan  is  no  longer  just  an  export  machine  but  a  serious  competitor  on  the  international  scene 


The  question  was  first  asked  only 
days  after  the  Tiananmen  Square 
massacre:  With  mainland  China  in 
turmoil  and  Hong  Kong  facing  an  uncer- 
tain future,  where  do  you  set  up  a  new 
business  capital  in  Asia?  The  answer 
came  just  ai:  fast:  Taiwan. 

The  Other  China,  which  was  shunned 
politically  and  dismissed  for  more  than  a 
decade  as  a  wealth-accumulating  export 


machine,  is  now  back  as  a  serious  inter- 
national competitor.  Moreover,  respect- 
ability is  coming  just  as  the  nation's  old 
guard  is  relinquishing  control  to  a  gener- 
ation of  Western-educated  leaders  intent 
on  installing  a  democracy  and  liberaliz- 
ing the  economy.  If  the  island  nation  of 
20  million  people  can  keep  its  reforms 
going  and  mature  financially,  it  could 
rival  Hong  Kong  as  a  center  of  free- 


flowing  money  and  commerce  by  l| 
mid-1990s. 

Taiwan's  biggest  problems  have  bfl 
brought  on  by  too  much  economic  sp 
cess.  Its  capital,  Taipei,  has  been  turrii 
into  one  of  Asia's  most  polluted  citi» 
The  stock  market  is  wildly  overvalujii 
crime  is  rising,  housing  is  scarce,  jiA 
the  consequences  of  growth  are  gettgi 
worse.  "If  the  government  cannot  cldU) 
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the  air  and  water  and  provide  a  rea- 
lably  good  living  standard,  skilled 
iple  will  leave,"  says  Chi  Schive,  an 
nomist  at  National  Taiwan  Universi- 
"That  will  be  the  end  of  Taiwan." 
'hina's  everpresent  shadow  also  re- 
ins. Taiwan's  old  guard  still  consider 
mselves  the  rightful  rulers  of  China, 
1  U.  S.  officials  want  to  keep  them  far 
m  any  decisions  that  might  offend 
Communist  government  in  Bejing. 
ly  in  under-the-table  deals  is  the  con- 
;tion  between  the  two  Chinas  readily 
parent.  Trade  between  them  amounts 
about  $2.5  billion  and  could  grow  sig- 
icantly  in  coming  years. 
iVith  foreign  exchange  reserves  of  $75 
ion,  second  only  to  Japan,  Taiwan's 
)nomic  muscle  gives  it  enormous  pow- 
influence  Asian  investment  and  en- 
"6  prosperity  at  home.  In  the  past 
•ee  years,  the  economy  has  nearly 
ibled,  to  an  estimated  $150  billion  and 
iwan  now  ranks  as  the  world's  13th- 


largest  trading  power.  Its  per  capita 
gross  national  product  of  $7,300  is  equiv- 
alent to  what  Japan  had  a  decade  ago, 
and  Britain  as  recently  as  1984  (charts). 
The  strong  New  Taiwan  dollar,  skyrock- 
eting real  estate  values,  and  a  tenfold 
rise  in  the  local  stock  market  since  Janu- 
ary, 1987,  have  created  a  new  class  of 
millionaires,  and  the  rich  spend  freely  on 
jumbo  refrigerators,  TV  satellite  dishes, 
and  imported  luxury  cars. 

Imports,  after  years 
of  trade  threats  from 
the  U.  S.,  are  heading 
up.  Taiwan  has  sharply 
lowered  many  of  its  im- 
port barriers  and  in- 
creased purchases  of 
foreign  goods.  Imports 
jumped  42%,  to  $49.6 
billion,  last  year.  As  a 
result,  Taiwan  imported 
almost  twice  the 
amount  that  mainland 
China  did  last  year. 

Now,  planners  want 
Taiwan  to  overtake 
Hong  Kong  as  a  region- 
al financial  center  be- 
fore 1997.  Until  recent- 
ly, Taiwan  had  strict 
foreign  exchange  con- 
trols, and  its  financial 
system  was  dominated 
by  state-run  banks  and 
risky  underground  in- 
vestment brokers.  But 
Taipei  is  now  set  to  pri- 
vatize banks  and  open 
the  market  to  foreign 
securities  brokers  and 


...AND  SAVING  lESS 


I 


msurance  companies. 

"If  they  continue  on 
this  path,  in  10  years 
they  will  definitely  sur- 
pass Hong  Kong,"  says 
Fong  Chi,  Kidder,  Pea- 
body  &  Co.  vice-presi- 
dent for  Asia-Pacific  in- 
vestment banking. 
THE  RAGE.  Investment 
banks  are  finding  Tai- 
wan's cash  hoard  hard 
to  resist.  Shearson,  Sal- 
omon Brothers,  and 
Merrill  Lynch  are  jock- 
eying to  sell  foreign 
stocks  in  Taiwan.  Bank- 
ers Trust  Co.  and  Hong  Kong's  Jardine 
Fleming  set  up  joint-venture  brokerages 
this  year,  and  five  British  securities 
firms  opened  Taipei  offices  in  the  past 
two  years.  Foreigners  are  now  advising 
Taiwan's  companies  about  how  to  tap 
the  Euromarkets.  Yuen  Foong  Yu  Paper 
Manufacturing  Co.,  working  with  Bank- 
ers Trust,  plans  to  be  the  first  to  issue 
convertible  bonds  in  Europe,  once  Taipei 


THE  TAIWANESE  ARE 
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allows  foreign  ownership  of  shares.  It 
wants  to  raise  $200  million  to  invest  in 
North  America. 

Indeed,  investing  overseas  has  become 
the  rage  among  Taiwan  companies.  Flee- 
ing the  strong  currency  and  labor  short- 
ages at  home,  hundreds  of  manufactur- 
ers have  set  up  factories  overseas, 
mostly  in  Southeast  Asia  and  China. 
Last  year,  more  than  500  Taiwan  compa- 
nies got  approval  to  invest  some  $3.3 
billion  in  Thailand,  Ma- 
laysia, the  Philippines, 
and  Indonesia,  making 
shoes,  handbags,  tennis 
rackets,  and  computers. 
Southeast  Asians  wel- 
come this  influx  be- 
cause it  helps  to  reduce 
their  growing  depen- 
dence on  Japan. 

"There's  no  question 
over  the  next  decade 
that  Taiwan  will  be  able 
to  heavily  invest  in  Asia 
and  the  rest  of  the 
world,"  says  Gerrit 
Gong,  director  of  Asian 
studies  at  Washington's 
Center  for  Strategic  & 
International  Studies. 
SOME  WORRIES.  Techno- 
logically, Taiwan  is 
moving  from  cheap  as- 
sembly to  homegrown 
innovation.  Three  years 
ago,  Taiwanese  officials 
feared  being  left  behind 
in  semiconductors  be- 
cause Taiwan's  small 
companies,  unlike  the 
giant  Korean  conglom- 
erates, were  unwilling 
to  invest  in  capital-in- 
tensive factories.  Now, 
because  of  soaring 
stock  market  prices, 
Taiwanese  chipmakers 
have  money  to  burn. 
Four  large-scale  wafer 
fabrication  facilities  are 
churning  out  millions  of 
chips  a  year,  and  com- 
panies are  investing 
$1.2  billion  to  build  six 
more.  Taiwan  computer 
companies,  helped  by 
chips  custom-designed 
at  home,  are  becoming  world  players. 
The  country's  world  market  share  in  PCs 
doubled  over  four  years,  reaching  11.4% 
in  1988. 

Several  Taiwan  companies  are  trying 
to  change  their  reputation  as  order-tak- 
ers and  copycats  by  promoting  their  own 
brand  names.  Microtek  International 
Inc.  was  a  pioneer  in  image-scanners  and 
is  now  one  of  the  top  three  sellers  in  the 
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world.  Despite  the  go-go  climate,  a  crisis 
could  be  building.  Turnover  on  the  Tai- 
wan Stock  Exchange  reached  a  peak  of 
nearly  $8  billion  one  day  in  August,  out- 
pacing even  the  New  York  Stock  Ex- 
change on  that  date.  Excess  liquidity  has 
pushed  Taiwan's  stock  index  up  since 
the  1987  crash,  far  beyond  real  underly- 
ing values.  The  average  price/earnings 
ratio  of  Taiwan  companies,  at  100,  far 
exceeds  that  of  even  Japan. 

With  easy  fortunes  to  be  made,  the 
market  has  attracted  not  only  profes- 
sional investors  but  also 
housewives  and  factory  and 
office  workers,  who  often  quit 
their  jobs  to  invest  full  time. 
Many  Taiwanese  say  this 
speculative  fever  is  destroy- 
ing Taiwan's  work  ethic  and 
pushing  prices  out  of  control. 
A  rib-eye  steak  in  Taipei 
fetches  $23,  a  cup  of  coffee 
$4.50,  and  luxury  hotel  rooms 
start  at  $200  a  night.  Real  es- 
tate values  are  comparable  to 
New  York's,  with  1,500- 
square-foot  apartments  sell- 
ing for  $400,000.  The  stock 
market  is  so  overheated  that 
experts  now  say  a  crash 
would  be  healthy. 
ANGRY  FISHERMEN.  In  Taipei, 
the  line  between  prosperity 
and  excess  blurs  more  every 
day.  Traffic  gridlock  is  com- 
mon, and  Cadillac  and  Jaguar 
dealers  line  the  streets  next 
to  designer  fashion  boutiques. 
High-rises  in  the  chic  business 
district  hou.se  such  local  suc- 
cess stories  as  computer  mak- 
ers Acer  and  Mitac.  But 
packed  in  around  them  is  an 
incredible  jumble  of  street 
vendors  selling  fruit,  clothing, 
and  pungent  cooked  tofu. 
Sidewalks  are  buckling  and  il- 
legally parked  motorbikes  are 
everywhere. 

Industrial  waste,  auto 
fumes,  agricultural  pollution, 
and  sewage  have  turned  Tai- 
wan into  a  cesspool,  and  in  elections 
coming  in  early  December,  the  environ- 
ment has  become  the  No.  1  issue.  Last 
year,  fishermen  in  southern  Taiwan  shut 
down  a  petrochemical  complex,  protest- 
ing that  pollutants  had  poisoned  their 
catch.  The  government  wound  up  paying 
out  $23  million,  or  more  than  $3,000  per 
villager,  for  the  damage.  Now  such  pro- 
tests are  becoming  common. 

In  the  face  of  this  political  activism, 
Taiwan's  government  sometimes  seems 
:>aralyzed.  Its  policies  are  piecemeal  and 
haphazard  and,  despite  the  nation's  enor- 
mous personal  wealth,  government 


spending  doesn't  begin  to  cope  with  the 
problems.  Plans  for  a  badly  needed  sub- 
way in  Taipei,  10  years  old,  are  only  now 
starting  to  move. 

The  government  now  listens  to  critics, 
something  it  seldom  did  a  decade  ago. 
An  important  liberalization  came  two 
years  ago,  when  the  late  President 
Chiang  Ching-kuo,  son  of  Generalissimo 
Chiang  Kai-shek,  lifted  martial  law  and 
initiated  political  reforms.  In  sharp  con-' 
trast  to  the  strongman  rule  of  the 
Chiangs,  Taiwan's  President  Lee  Teng- 


■#"The  island's  problems  come  from  rapid  growth  and  rising 
expectations:  Smog  in  Taipei  is  so  dense  that  motorcyclists 

ve  become  common 


hui  has  formed  a  government  of  consen- 
sus, with  a  single  ruling  party  and  sev- 
eral small  opposition  parties,  not  unlike 
Japan's  system. 

Once  vilified  for  repressing  dissent 
and  condoning  the  murder  of  its  critics, 
the  ruling  Kuomintang  now  accepts  ri- 
vals. During  Taiwan's  most  recent  elec- 
tion, in  1986,  opposition  candidates  won 
support  with  emotional  appeals  on  politi- 
cal prisoners  and  human-rights  abuses. 
In  the  election  coming  in  early  Decem- 
ber, the  legalized  opposition  parties  hope 
to  win  up  to  24  seats  in  Parliament.  The 
opposition  predicts  that  they  will  win  as 


much  as  35%  of  the  vote.  Unlikely 
gain  control  of  the  government  any  ti 
soon,  a  strengthened  opposition  co 
press  for  new  laws  and  more  scrutiny 
the  KMT. 

Liberalization  at  home  is  also  lead 
the  government  to  review  its  inter 
tional  policies.  Taiwanese  want  to 
heard  on  international  economic  matt 
as  a  voice  separate  from  Japan,  wh 
tends  to  speak  as  Asia's  representati 
Likewise,  as  Western  nations  reth 
their  friendship  with  Beijing  after 
June  massacre,  Taiwan  is  h 
ing  to  capitalize  on  grow 
doubts  about  Chinese  comi 
nism.  Last  year,  Taiwan 
tablished  its  first  foreign? 
fund,  of  $1.2  billion.  Libe 
which  along  with  Gren; 
and  Belize  has  recognized  ' 
wan  since  June,  received  $ 
million  from  the  fund  fo 
new  highway.  Furious  at  tl 
acceptance  of  Taiwan  as  a 
gitimate  nation,  Beijing  t, 
broke  relations  with  th 
small  countries  and  ope 
criticized  Taiwan's  aid  ]i 
gram,  branding  it  "dollar 
plomacy." 

TARNISHED  IMAGE.  While 

fusing  to  recognize  Tab 
diplomatically,  the  U.  S 
been  pushing  hard  to  get  i 
take  on  an  international 
equal  to  its  economic  po\ 
U.  S.  Treasury  officials  w 
Taiwan  to  participate  in  p 
to  help  debtor  nations 
Central  Bank  Governor  Sa 
el  Shieh,  who  controls 
huge  foreign  exchange 
serves,  is  holding  out  for 
equate  recognition  of  our 
ticipation."  To  win  Taiw 
cooperation,  Shieh  wants 
U.  S.  to  support  his  bid  to 
the  General  Agreement 
Tariffs  &  Trade.  He 
wants  a  special  arrangerl 
at  the  International  Mone^ 
Fund    and    World  Bi 
which  Taiwan  could  chan 
'Our  economy  should  be  i 
grated  with  the  world  economy,"  ^ 
Shieh. 

No  one,  including  the  emerging  g(« 
ation  of  leaders,  expects  Taiwan  Ut 
gain  the  position  it  held  during  the  o 
war  as  the  government-in-exile  of  C.'hl 
But  if  Taiwan  continues  on  its  preBU 
course  while  China  falls  backwar  i 
seems  more  and  more  likely  to  taj. 
place  as  an  influential  and  prospepB 
Asian  democracy.  • 

By  Don  Jones  Yang,  with  Dirk  Berei 
in  Taipei  and  Bill  Javetski  in  WashitU 


through 
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PHILIPPINES! 


NO  THRILLA 
IN  MANILA 


Despite  a  new  stability,  terrorism 
and  red  tape  still  scare  investors 


When  Philippine  President  Cora- 
zon  C.  Aquino  last  visited  the 
U.  S.  in  1986,  an  enthusiastic- 
Congress  gave  her  a  standing  ovation 
for  leading  the  peaceful  overthrow  of 
dictator  Ferdinand  Marcos.  On  Nov.  7- 
11,  Cory  Acjuino  will  be  in  the  U.  S. 
again,  to  ask  Americans  to  translate 
their  support  into  trade  and  investment. 
But  there  will  be  no  wild  applause  this 
time,  and  she  seems  likely  to  return 
home  with  little  to  show  for  her  efforts. 
Indeed,  the  increasingly  public  dispute 
with  the  U.  S.  over  big  American  mili- 
tary bases  in  the  Philippines  may  even 
spoil  her  visit. 

The  irony  is  that  Aquino  finally  seems 
in  control  at  home.  There  have  been  no 
military  coup  attempts  since  1987.  Pro- 
Marcos  forces  are  so  weak  that  only  a 
few  hundred  people  showed  up  for  a 
requiem  mass  for  Marcos,  whose  body 
lies  in  a  Hawaii  mausoleum  because 
Aquino  has  not  allowed  its  return  to  the 
Philippines  for  burial.  The  economy  is 
growing  by  an  estimated  5.5%  this  year, 
following  a  6.77<  surge  in  1988.  Strikes 
have  tapered  off,  and  the  communist  in- 


A  USO  NEAR  MANILA:  WILL  THE  7TH  FLEET  STAY? 


surgency,  which  the  U.  S.  considered  a 
major  threat  to  Philippine  stability,  ap- 
pears to  be  losing  momentum. 

Aquino  has  also  reached  an  agreement 
with  the  banks  for  the  Philippines  to  buy 
back  $1.3  billion  of  its  $12  billion  in  com- 
mercial debt  for  only  $650  million.  The 


government  is   then  planning 
raise  up  to  $1  billion  in  new  mor 
from  the  banks  through  an  inten 
tional  bond  issue.  In  addition,  int 
est  rates  will  be  reduced  on  ab( 
$9  billion  in  old  debt. 
POPULAR  CAUSE.  But  behind  ei 
piece  of  good  news  is  a  failure  V 
live  up  to  potential.  To  contir 
growing,   the  Philippines  bac 
needs  new  investment,  especiallyi| 
export-oriented  industries.  In  if' 
first  eight  months  of  this  ye, 
while  foreign  and  domestic  iiivt' 
ment  commitm.ents  tripled,  to  $i 
billion,  less  than  $122  million  actul 
ly  flowed  into  the  country.  Aquinj 
international  popularity  drew  $ 
billion  in  foreign  aid  to  be  spent! 
building  infrastructure — to  attr 
investment  as  well  as  alleviate  jj 
erty.  But  so  far,  the  Philippines  1 
failed  to  spend  hundreds  of  millicjj, 
of  previously  granted  aid  because 
bureaucratic  inefficiency.  "Th: 
the  biggest  deterrent  to  invej 
ment,"  says  Robert  M.  Sears,  fi 
vice-president  of  the  Ameri< 
Chamber  of  Commerce  in  ManiU 
Plans  for  three  large  projects, 
eluding  a  $360  million  petrochem: 
complex  planned  by  USi  Far  East 
Taiwan,  have  been  put  on  hold  and  n 
be  abandoned.  Two  U.  S.  companies,  ] 
torola  Inc.  and  Caltex  Petroleum  Co 
have  also  delayed  expansion  plans. 
Motorola's  case,  the  government  has 
yet  lived  up  to  its  commitment  to  f 
vide  needed  infrastructure.  High  inl 


A  TALK  WITH  CORAZON  AQUINO: 
BEATING  THE  DRUM  FOR  MORE  U.S.  TRADE 


Three  years  after  winning  the  presi- 
dency, Corazon  C.  Aquino  can  claim 
that  the  Philippines  is  a  more  stable, 
deynocratic  place.  But  economic  prob- 
lems are  huge.  Aquino  talked  about 
the  future  with  Hong  Kong  Bureau 
Manager  Don  Jones  Yang  and  Ma- 
nila Correspondent  Kathleen  S. 
Barnes  in  the  former  guest  house 
next  door  to  Malacanang  Palace. 

On  U.  S.  military  bases:  I  would  like  to 
believe  that  there  is  something  of 
greater  value  in  the  Philippine-Ameri- 
can relationship  than  just  the  pres- 
ence of  American  facilities.  Talks 
will  commence  in  December.  I  hope 
that  in  the  possible  event  that  there 
may  not  be  any  agreement,  Americans 
and  Filipinos  can  still  continue  to  be 
friends. 


FORECASTS  OF  6%  GROWTH 


On  her  upcoming  U.  S.  trip:  We  do  have 
problems  because  of  our  enormous  for- 
eign debt.  This  is  something  that  I 
would  like  to  take  up  with  President 
Bush  and  with  Treasury  Secretary 
Brady.  But  the  main  focus  of  my  trip 
will  be  to  ask  for  more  trade  and 
investments. 


On  broadening  trade:  We  want  to  staH 
having  trade  with  as  many  countries 
possible  and  getting  away  from  what 
was  before — ^just  concentrating  on  tl 
U.  S.  and  Japan. 

On  the  recent  killings  of  Americans  by  ii 
surgents:  This  was  timed  during  the  v 
it  of  Vice-President  Quayle  to  she 
that  the  insurgents  mean  busines 
[But]  these  are  isolated  cases.  We  ha 
been  quite  successful  in  our  counter 
surgency  program.  In  recent  monti 
we  have  been  able  to  capture  some  t 
leaders  of  the  Communist  Party. 

On  the  slowing  economy:  In  the  first  f( 

years,  the  growth  was  consumer-] 
Now,  it  is  investment-led.  So  the  tran 
tion  accounts  for  this  slower  grow 
rate.  But  I  am  assured  that  by  the  e 
of  this  year,  we  will  be  able  to  p( 
from  5.5%>  to  6%  growth. 

On  debt:  We  are  one  of  the  few 

have  complied  with  debt  obligations 
think  that  merits  some  kind  of  rewai 
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Would  you  like  to  be  able  to  manage  documents 
the  way  you  manage  data?  You  can,  if  you 
capture  the  document  and  convert  it  to  an  image, 
so  it  can  be  managed  electronically 

Kodak  has  tools  tiiat  make  it  easy.  You  simply 
replace  the  paper  document  with  a  picture  taken 
on  microfilm  or  electronically  scanned  onto  an 
optical  disk  or  a  magnetic  medium.  A  few 
keystrokes,  and  you  have  the  image  on-screen, 
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diagrams  and  signatures.  You've  built  an 
image  base. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
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est  rates  are  also  discouraging  invest- 
ment. "We  are  putting  millstones  around 
our  necks,"  says  Philippine  economist 
Solita  C.  Monsod. 

While  political  instability  is  no  longer 
a  major  concern,  new  investors  are  put 
off  by  infighting  and  corruption.  Also, 
insurgents  have  switched  their  tactics  to 
well-targeted  terrorist  attacks,  especially 
on  Americans.  In  late  September,  during 
Vice-President  Dan  Quayle's  visit,  the 
communists  killed  two  American  con- 
tractors connected  with  major  U.  S. 
bases,  Subic  Bay  and  Clark  Air  Base. 

Aquino  herself  makes  a  poor  sales- 
woman for  new  investment.  In  an  Oct. 
19  interview  in  Manila  with  BUSINESS 
WEEK,  her  best  pitch  was:  "The  democ- 
racy that  we  were  able  to  restore  here 
needs  a  lot  of  support.  Liberty  is  not 
meaningful  without  food."  That  argu 
ment  is  not  likely  to  go  far  in  corporate 
boardrooms,  where  the  Philippines  is 
gaining  a  reputation  as  a  frustrating 
place  to  do  business. 
YANKS,  CO  HOME?  Portfolio  investors  are 
willing  to  risk  some  money  in  the  Philip- 
pines. Shearson  Lehman  Hutton  Inc.  has 
a  $67  million  fund  for  the  country.  "It's 
a  very  fast-growing  economy  that  can 
still  make  a  very  low-cost  product  for 
export,"  says  Raymond  D.  Hill,  Shear- 
son's  managing  director  for  Asian  in- 
vestment banking.  Hambrecht  &  Quist 
Inc.  has  a  $20  million  Philippine  fund.  On 
her  November  trip,  Aquino  will  stop  off 
in  New  York  to  publicize  a  new  $60  mil- 
lion Philippine  Fund,  underwritten  by 
Nomura  Securities  Co. 

But  investors  may  be  further  unset- 
tled if  December  negotiations  over  the 
future  of  American  bases  turn  acrimoni- 
ous. Greater  press  freedom  and  wider 
political  debate  in  the  Philippine  Con- 
gress have  brought  out  deep  opposition 
to  the  U.  S.  military  presence,  and  the 
Pentagon  is  considering  contingency 
plans  to  redeploy  at  least  some  of  the  69- 
ship  7th  Fleet  to  Brunei  and  Singapore. 
But  not  everyone  thinks  there  is  cause 
for  alarm.  "I  think  that  we  will  reach  an 
agreement  that  Mrs.  Aquino  will  sup- 
port," says  Representative  Stephen  J. 
Solarz  (D-N.  Y.),  chairman  of  the  House 
subcommittee  on  Asian  and  Pacific  af- 
fairs. One  reason:  U.  S.  military  spend- 
ing and  aid  account  for  77^  of  the  Philip- 
pine economy. 

Many  observers  think  the  new  agree- 
ment will  be  a  compromise,  perhaps  call- 
ing for  a  U.  S.  phaseout  over  10  years. 
But  right  now,  the  rising  nationalist 
sentiment  in  the  Philippines  is  making  it 
a  prickly  place  to  be — for  troops  and 
investors. 

By  Do/i  Jones  Yang  and  Kathleen  S. 
Barnes  in  Manila,  with  Dave  Griffiths  and 
Bill  Javetski  in  Washington 


AUSTRALIA  I 


1 


THESE  DAYS,  THEY  DON'T  CALL  IT 
'DOWN  UNDER'  FOR  NOTHING 


Bombshells  from  Bond  aiid  Skase  spell  more  trouble  for  the  economy! 


The  misfortunes  of  Australia's  high- 
ly indebted  global  entrepreneurs 
have  kept  Sydney's  stock  market 
among  the  world's  weakest  ever  since 
the  1987  crash.  It's  now  27%  under  its 
precrash  highs,  having  slipped  6%  since 
Wall  Street's  Oct.  13  minicrash.  Now, 
with  Wall  Street  jittery  over  debt-fueled 
deals  going  sour,  new  troubles  for  two 
top  Australian  wheeler-dealers  may  spell 
even  worse  news  Down  Under. 

In  a  one-two  punch  on  Oct.  20,  finan- 
cier Alan  Bond  disclosed  that  his  Bond 
Corp.  Holdings  Ltd.  had  lost  $762  million 
in  the  year  ended  June  30 — an  Austra- 
lian record.  Then,  Qintex  Entertainment 
Inc.  filed  for  protection  under  Chapter 
11  of  the  U.  S.  bankruptcy  code.  The 
43%-owned  U.  S.  affiliate  of  Qintex  Aus- 
tralia Ltd.  had  recently  and  unsuccess- 
fully bid  $1.5  billion  for  MGM/UA  Commu- 
nications Co. 

Now,  painful  asset  sales  and  restruc- 
turings are  in  store  for  both  Bond  and 
Qintex.  The  programs  may  be  hampered 


by  a  further  dip  in  inten 
tional  confidence  in  Austi 
lia's  economy.  Hard  on  t 
heels  of  the  Bond  and  Qint 
actions.  Standard  &  Pooi 
Corp.  lowered  its  ratings 
Australia's  governme 
bonds — following  a  simil 
move  by  Moody's  Invest( 
Service  Inc. 

LAST  RESORTS.  Of  the  tWO 

structurings,  the  one  at  Q 
tex  promises  to  be  the  si 
pier.  The  Qintex  group  ov 
$500  million  to  Hongkong 
Shanghai  Banking  Corp.  a 
to  a  Chase  Manhattan  Co 
affiliate  and  others.  To  ra 
cash,   Chairman  Christopl 
C.  Skase  is  putting  51%  of 
cherished  resorts  in  Austrd' 
and  Hawaii  up  for  sale 
$460  million.   Skase  alrea 
had  raised  $340  million  by  s 
ing  stakes  in  other  resorts 
two  Japanese  investors  li' 
spring.  He  also  is  tryin.L'^: 
sell  three  small  Austral|ii 
television  stations,  leavi| 
him  with  three  larger  oral 
and  an  interest  in  Hollywoof' 
Hal  Roach  Studios  Inc.  J 
Bond,  too,  has  based 
globe-girdling  group  on  media  and  r 
estate,  plus  brewing.  He  has  been  c: 
pled  by  soaring  interest  costs,  flagg 
property  values,  and  skidding  profits 
his  G.  Heileman  Brewing  Co.  beer  i 
in  the  U.  S.  Yet  in  the  past  year,  he 
managed  to  cut  his  group's  debt  by 
billion,  to  $5.2  billion — some  70%'  of 
owed  to  banks  and  other  investors 
side  Australia.  Now,  he  has  an  a 
cious  plan  to  buy  back  up  to  $2.3  bil 
in  bonds  and  debentures  from  U.  S 
European  investors  at  less  than  50^ 
the  dollar.  Bond  has  yet  to  make 
offer  formally.  But  apparently  he  ho 
the  deal  will  give  him  enough  breath 
room  to  allow  him  to  proceed  with 
restructuring. 

Bond  is  counting  on  financing  the  c 
buyback  with  the  $1.2  billion  he  expc 
to  receive  from  the  planned  sale  d 
half-interest  in  his  Australian  brew 
interests  to  Lion  Nathan  Ltd.  of  > 
Zealand.  By  June  of  next  year,  he  wi 
to  get  his  group's  debt  down  to 


I 
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what's  the  best  medium  to  file  an  image  or 
data  in  secure,  retrievable  form?  Kodak  is 
expert  in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  high  end  to  low  end.  As  you  would  expect, 
we  are  a  leader  in  microfilm  products.  We  are 
also  a  leader  in  optical  and  magnetic  storage 
products.  The  14-inch  Kodak  optical  disk,  able  to 
hold  6.8  gigabytes  of  data,  is  the  highest- 
capacity  highest-performance  optical  disk  in  the 
world.  Verbatim  Corp.,  a  Kodak  company  offers 
a  family  of  diskettes,  including  one  with  a  Teflon"" 
coating  for  unprecedented  protection  against 
data  loss  due  to  accidents.  You  will  also  find  us  at 
the  forefront  of  erasable  optical  disk  technology. 
Choose  the  medium  according  to  your  applica- 
tion. Choose  us  because  we  offer  them  all,  with 
the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 
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The  new  vision  of  Kodak 
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billion.  "What  will  emerge  will  be  a  com- 
pany with  a  honed  sense  of  purpose 
[and]  with  good-quality  assets,"  Bond 
says.  He  argues  that  some  of  his  hold- 
ings are  worth  far  more  than  their  value 
on  his  group's  books.  Indeed,  he  main- 
tains that  Heileman  alone  could  be 
worth  $1.9  billion  in  five  years,  despite 
its  slipping  market  share. 

But  Bond's  own  auditors  aren't  as 
sanguine.  His  difficulties  haven't  ceased 
since  his  abortive  1988  raid  on  Lonrho 


PLC,  the  British  conglomerate.  Much  of 
the  latest  fiscal  year's  loss  was  caused 
by  massive  write-downs  on  Bond's  in- 
vestment in  Lonrho  plus  others  in  real 
estate,  stocks,  and  options.  The  auditors 
remain  openly  skeptical  of  the  $750  mil- 
lion value  Bond  has  assigned  to  his  Aus- 
tralian broadcasting  licenses,  as  well  as 
his  figures  for  several  other  ventures. 

Despite  the  criticism,  Bond's  lenders 
are  likely  to  let  him  try  to  work  his  way 
out  of  his  hole  without  further  write- 


downs. "At  the  end  of  the  day,  th( 
clearly  will  be  something  left,"  se 
Nestor  Hinzack  of  Sydney  broker 
dett,  Buckeridge  &  Young  Ltd.  But  j 
how  much  will  depend  on  the  contini 
patience  of  the  bankers  and  bondhc 
ers.  Until  Bond  and  other  overextem 
Aussies  finally  work  out  their  diffi( 
ties,  the  cloud  over  Australia's  st( 
market  won't  blow  away. 

By  Stephen  Hutcheon  in  Sydney,  u 
William  Glasgall  in  New  York 


EUROPE  I 


EUROPE'S  TRUCKMAKERS  FACE 
SURVIVAL  OF  THE  BIGGEST 


As  deregulation  looms,  they're  rushing  to  merge  or  find  joint  ventures 


The  news  from  Europe's  heavy- 
truck  industry  these  days  reads 
like  the  hyphenated  names  in  Con- 
tinental society.  Volvo  and  Renault  are 
talking  Volvo-Renault.  Italy's  Iveco  and 
West  Germany's  Daimler  Benz  are 
courting,  and  Spain's  ENASA-Pegaso 
wants  a  foreign  partner.  Britain's  Ley- 
land  and  the  Netherlands'  D.\F  are  al- 
ready Leyland-DAF. 

These  alliances  may  be  coming  none 
too  soon.  Europe's  heavy-truck  makers 
face  tougher  comjietition  and  a  weaker 
market.  Deregulation  that  is  scheduled 
to  take  effect  by  li)93  will  radically  af- 
fect truckers  and  the  builders  of  their 
rigs.  Prohibitions  on  backhauling,  which 
require  a  trucker  transporting  goods 
from  Munich  to  Barcelona  to  return 
empty,  will  end.  Trucks  won't  have  to  sit 
for  hours  waiting  for  customs  inspec- 
tions because  borders  will  be  open,  and 


new  shipping  hubs  will  speed  service. 
These  changes  may  make  30%  of  the 
European  truck  fleet  redundant,  and  in- 
efficient truckmakers  will  no  longer  be 
protected.  "I  believe  the  truck  industry 
will  boil  down  to  just  four  players,"  says 
Robert  Mocatta,  analyst  at  County 
NatWest  Ltd.  in  London. 

To  assure  their  survival,  makers  are 
hunting  merger  and  joint-venture  part- 
ners. The  most  aggressive  suitor  in  the 
business  is  Sweden's  Volvo,  whose  truck 
operation  is  expected  to  earn  $435  mil- 
lion from  15%  of  the  185,000-unit  Euro- 
pean heavy-truck  market  in  1989.  Second 
in  size  only  to  Daimler  Benz,  Volvo  is 
talking  with  Renault's  truck  subsidiary, 
RVI.  Raoul  Chabot,  RVl's  finance  direc- 
tor, says  outright  merger  isn't  in  the 
cards  now  for  state-owned  Renault.  In- 
stead, the  two  companies  are  looking  to 
pool  resources.  Renault,  which  already 


builds  m.otors  for  Volvo  cars,  wants  h 
with  the  cost  of  developing  cleaner, 
eter  engines  to  meet  stiffening  Eun 
an  environmental  rules.  "It  doesn't  m 
sense  to  make  the  same  investmen 
says  Chabot.  Renault  just  signed  a  $ 
million  agreement  to  develop  sn 
trucks  with  daf.  Unhappy  with  losses 
its  45%-owned  U.  S.  affiliate  M 
Trucks  Inc.,  Renault  recently  repla 
longtime  Chief  Executive  John  B.  Cu: 
with  Ralph  E.  Reins,  formerly  presidi 
IN  THE  MOOD.  For  the  Swedes,  who 
outside  the  European  Community,  a 
nault  tie-up  could  offer  entree  into 
booming   Southern   European  marj 
where  Renault  is  strong.  It  would 
further  hedge  against  EC  protectioni] 
although  Volvo  now  makes  trucks, 
es,  and  some  cars  at  plants  in  EC  cd 
tries.  The  other  Swedish  maker,  Sq 
Scania,  recently  broke  off  talks 
Ford.  Insiders  say  Saab  balked  at  yj 
ing  majority  control.  Saab's  truckmalf 
division  is  coveted  by  other  makers. | 

Also  in  the  mood  for  mergers  is 
mut  Werner,  head  of  Daimler  Be| 
trucking  division.  "We're  talking 
everybody,"  says  Werner.  He  is  conj 
trating  on  Fiat's  Iveco,  which  analj 
say  will  need  a  lot  of  help  to  hold  its  [ 
share  of  the  Italian  market  after  19| 

Spain  admits  it  can't  sustain  an 
pendent  trucking  business.  Iveco,  \1 
Germany's  MAN,  Volvo,  and  DAF  arJ 
looking  over  ENASA-Pegaso,  a  subsia 
of  state-owned  conglomerate  INlj 
wants  to  rid  itself  of  the  money-lol 
truck  operation.  Although  INI  has  si 
$827  million  in  the  past  three  yj 
dressing  up  Pegaso,  "the  attractiol 
the  big  Spanish  market,  not  Peg^ 
says  Kai  Hammerich,  senior  vice-p 
dent  of  Saab-Scania. 

Despite  all  the  merger  talk,  the  ir 
try  may  not  be  consolidating 
enough  to  avoid  a  major  shakeout. 
McGraw-Hill  predicts  a  more  than! 
decline  in  overall  demand  for  new  hi 
trucks  in  Europe  in  the  next  two  yj 
If  the  big  makers  don't  pair  off  quj 
enough,  they  may  be  stranded  or 
autobahn. 

By  A.  Dunlap  Smith  in  Brussels,\ 
bureau  reports 
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There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  faster 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 
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IS  A  GRAND  ALLIANCE  IN  THE  MAKING 
ON  THE  PACIFIC  RIM? 


When  he  travels  to  Canberra  on  Nov.  6,  Secretary  of 
State  James  A.  Baker  III  will  be  carrying  along  a 
fresh  strategic  approach  to  the  U.  S.  role  in  Asia. 
Baker  will  throw  Washington's  weight  behind  a  forward-look- 
ing Australian  proposal  for  economic  cooperation  in  the  vital 
Pacific  Basin.  The  ultimate  objective  is  to  establish  an  alliance 
among  the  U.  S.,  Japan,  Canada,  the  emerging  economic  pow- 
ers of  Asia — and  perhaps  Mexico. 

The  idea  of  such  a  group  to  coordinate  economic  and  trade 
policies,  similar  to  the  Organization  for  Economic  Cooperation 
&  Development,  isn't  new.  But  this  time,  the  plan  is  getting  a 
strong  push  from  Australian  Prime  Minister  Bob  Hawke,  who 
first  floated  such  a  scheme  in  January.  Reacting  to  Asian 
worries  about  regional  trading  blocs  in 
Europe  and  North  America,  Hawke 
didn't  include  the  U.  S.  in  his  first  pro- 
posal. But  he  later  changed  his  mind 
when  he  realized  that  America  could  be 
a  counterweight  to  Japan's  influence  in 
the  region.  The  six  members  of  the  As- 
sociation of  South  East  Asian  Nations — 
Brunei,  Thailand,  Malaysia,  Indonesia, 
Singapore,  and  the  Philippines — are 
also  less  worried  than  in  the  past  that 
their  roles  would  be  overshadowed  by 
Washington's. 

MUTUAL  INSECURITY.  Now  that  Washington  is  attending  the 
meeting.  Baker  hopes  to  show  the  importance  of  a  U.  S.  role, 
especially  as  a  buffer  between  Japan,  whose  regional  presence 
is  growing,  and  the  Pacific  Rim  countries  worried  about  Japa- 
nese dominance.  America  also  is  reacting  to  the  lessening 
fears  of  a  Soviet  threat  in  the  region.  As  the  interest  in  mutual 
security  that  has  bound  the  Pacific  to  the  U.  S.  for  40  years 
becomes  less  compelling,  the  Administration  is  looking  for 
other  ways  to  retain  strong  Asian  commitments. 

The  incentives  are  compelling  for  Asia's  growing,  export-led 
economies  as  well.  With  two-thirds  of  the  American  trade 
deficit  stemming  from  Asia,  a  Pacific  economic  group  might 


replace  defense  links  as  a  counter  to  U.  S.  protectionism 
this  new  era,  it  will  be  much  more  difficult  to  appeal  to  ji 
security  concerns  to  get  rid  of  problems  in  trade  and  econoi 
ties,"  says  Helmut  Sonnenfeldt,  a  former  State  Dept.  offi 

But  American  and  Asian  delegates  aren't  proposing 
formal  way  of  coordinating  economic  policies  and  excha: 
rates,  and  they  aren't  likely  to  contribute  much  on  ti 
issues.  Ministers  are  also  deferring  thorny  nriembership  qt, 
tions  regarding  Taiwan,  the  People's  Republic  of  China, 
Mexico,  even  though  these  nations  may  be  invited  in  even' 
ly.  Promising  areas  for  talks:  freeing  trade  on  a  regional  b; 
and  cooperating  on  disaster  relief.  Although  Japan  and  Sc 
Korea  resist  relaxing  rules  on  agricultural  trade,  other  pa: 
pants  already  favor  its  liberalizati 
and  some  State  Dept.  officials  think 
bond  could  be  strengthened. 
'IN  CONCERT.'  But  the  plan  could  caj 
problems  with  European  Community 
ficials,  who  fear  that  a  Pacific 
group  could  form  a  lobbying  b] 
against  them.  U.  S.  officials,  equally 
cerned  about  the  EC  drifting  towan 
Fortress  Europe  bloc,  are  content 
keep  the  Common  Market  guessing, 
hope  that  the  EC  recognizes  that  o 
countries  may  act  in  concert  to  be  s' 
that  the  EC  pursues  an  open  European  market,"  says  a  se: 
State  Dept.  source. 

Momentum  could  easily  die,  however,  if  participants  in 
group  stray  too  soon  into  tough  issues  involving  joint  ecom 
ic  policies.  Still,  the  Canberra  gathering  will  be  the  first  t; 
so  many  Asian  countries  have  met  at  the  ministerial  level, 
as  economic  vitality  becomes  a  more  dominant  part  of 
security  interests,  the  Administration's  decision  to  back  a 
cific  Rim  concept  may  prove  to  be  a  timely,  if  still  vag 
foreign  policy  effort. 

By  Bill  Javetski  in  Washington  and  Stephen  Hutcheon  in 
ney,  with  bureau  reports 


GLOBAL  WRAPUPI 


SOVIET  UNION 


Although  it's  worthless  in  the  West, 
the  ruble  costs  foreigners  $1.63  in 
the  Soviet  Union.  But  starting  on  Nov. 
1,  in  a  dramatic  break  with  the  past, 
the  Soviet  Union's  State  Bank  will  al- 
low tourists  and  foreign  visitors  to  buy 
rubles  at  the  rate  of  17(t  to  the  ruble.  If 
the  Soviets  permit  visitors  to  pay  for 
services  in  rubles,  a  100-ruble  dinner  in 
a  state  restaurant  would  cost  $17  in- 
stead of  $163.  Train  and  plane  tickets 
would  plunge,  too. 

The  decision  takes  the  Soviet  Union 
a  big  step  closer  to  valuing  the  ruble  at 
the  market  rate,  where  it  could  then  be 
converted  into  other  currencies.  On  the 


black  market,  and  in  several  recent  of- 
ficial auctions,  the  ruble  sold  for  less 
than  a  dime.  The  partial  devaluation  is 
"one  of  the  many  first  steps  to  make 
the  exchange  rate  more  realistic,"  ac- 
cording to  Al  Soria,  a  first  vice-presi- 
dent at  Karsallis  Osake  Pankhi,  a  Finn- 
ish bank. 

The  Soviets  hope  that  the  devalua- 
tion will  bring  in  scores  of  new  visitors 
willing  to  turn  in  precious  hard  curren- 
cy for  rubles.  Since  exchanging  rubles 
on  the  black  market  is  a  serious  crime, 
the  new  tourist  ruble  rate  will  probably 
make  black-market  dealing  unattrac- 
tive. Says  Soviet  economist  Vladimir 
Popov:  "If  the  rate  is  six  rubles  per 
dollar,  not  many  foreigners  will  wish  to 


go  to  the  black  market  because  i 
advantage  now  will  be  just  200%. 
fore,  it  was  2,000%." 

Soviet  citizens  won't  get  any  he' 
however.  The  rate  change  means  tl 
Soviets,  traveling  abroad  in  reco| 
numbers,  will  have  to  pay  10  timj 
more  for  currency  than  visitors  ai 
ing.  By  setting  such  a  rate  for  citizei 
the  bank  seems  to  be  trying  to  sop 
some  of  the  $240  billion  worth  of 
bles  that  are  floating  around  unused 
the  Soviet  economy  and  generating 
flationary  pressures.  Foreign  busine; 
es  will  also  get  few  benefits  from  t! 
deal.  For  trading  purposes,  their 
change  rate  remains  at  a  disadvani 
geous  $1.63. 
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Information  is  only  as  good  as  your  ability  to 
share  it.  Kodak  has  ways  to  make  images  multiply 
very  quickly,  wherever  they're  coming  from 
and  going  to. 

Whether  the  information  is  digitized  in  the  memory 
of  a  mainframe  or  PC,  stored  on  an  optical  disk, 
floppy  disk  or  on  microfilm,  Kodak  has  a  way  to  put 
it  on  paper  We  can  publish  it  electronically, 
or  copy  from  paper  to  paper  And  send  the  image 
across  the  room  or  across  the  country.  With 
the  image  quality  you  expect  from  the  world's 
premier  imaging  company.  In  fact,  our 
advanced  copiers  and  non-impact  printers  will 
put  images  on  both  sides,  then  collate  and 
staple  the  pages.  In  color  when  you  need  it. 
And  all  are  backed-up  with  the  best  support 
and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960D. 
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The  new  vision  of  Kodak 


SHARP 
ANNOUNCES 


ZERO  PERCENT  FINANCING 
ON  ALL  OFFICE  COPIERS 
UNTIL  DEC  31. 


It  was  so  popular  the  past  two  years,  we're  offering  it  again.  Free  financing 
on  all  Sharp  copiers— the  copiers  rated  #1  in  a  national  survey  for  reliability, 
copy  quality  and  ease  of  use. 

Zero  percent  financing  is  good  until  December  31, 1989  through  participating 
authorized  Sharp  dealers.  It  applies  to  every  office  copier^^— from  the  smallest 
up  to  our  impressive  full-color  copiers. 

See  a  Sharp  dealer  for  a  24-month  free  finance  charge  lease.  Leases  are 
subject  to  acceptance  and  lease  conditions. 

Hurry,  get  0%  on  #1  until  12/31.  For  more  information,  call  1-800-BE-SHARP. 
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•£x<  lude*.  all  perstjnjl  Z  t.opier  Mudels  Availability  may  be  atlec  ted  by  dealer  participation. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


evelopments  to  Watc 


ED  BY  OTIS  PORT 


ERE'S  STILL  SOME  STEAM 
COLD  FUSION 


Only  seven  months 
ago,  two  chemists 
jolted  the  world  by  claim- 
ing they  had  found  a  way 
to  harness  nuclear  fu- 
sion— at  room  tempera- 
tures, to  boot.  But  since 
then,  cold  fusion  has  been 
pummeled  with  doubts. 
Hundreds  of  laboratories 
failed  to  replicate  the  con- 
troversial work  done  at 
the  University  of  Utah  by 
tanley  Pons  and  Martin  Fleischmann.  In  July  came  what 
y  critics  thought  was  the  knockout  blow:  A  high-powered 
-gy  Dept.  panel  concluded  that  the  evidence  for  room- 
)erature  fusion  was  unconvincing. 

3t  cold  fusion  isn't  down  for  the  count.  At  two  recent 
erences — one  in  mid-October  sponsored  by  the  National 
nee  Foundation,  another  during  the  fall  meeting  of  the 
trochemical  Society — researchers  reported  inexplicable 
ts  of  heat,  neutrons,  or  tritium  in  cold-fusion  cells.  Each 
^ests  that  a  nuclear  reaction  may  be  happening. 
^0  one  can  decide  if  cold  fusion  is  real  or  not,"  says  Paul 
bos,  who  directs  the  NSF's  program  for  emerging  technol- 
s  and  who  helped  organize  its  workshop.  So,  workshop 
icipants  are  outlining  experiments  that  should  help  scien- 
understand  the  puzzling  phenomenon  and  determine 
ther  it  could  be  a  practical  source  of  energy. 


STER  COMPUTING  WITH  VACUUM 
BES— YOU  SAY  VACUUM  TUBES? 


racuum  tubes,  those  sculpted  glass  cylinders  in  yester- 
day's electronic  products,  are  staging  a  comeback.  But 
jad  of  sculpting  glass,  today's  microtube  researchers  are 
ing  ever-sharper  "needles"  that  spit  electrons  into  cavities 
iltratiny  that  a  near-vacuum  exists  simply  because  there 
;  room  for  many  molecules  of  air.  If  microtube  switches 
be  whittled  down  small  enough,  they  would  work  even 
er  than  present-day  transistors,  promising  new  genera- 
s  of  superspeedy  computers  and  communications  gear, 
y  next  spring,  Bellcore  researcher  Robert  B.  Marcus  hopes 
ishion  a  prototype  of  the  tiniest  microtube  yet.  Marcus  and 
iborators  T.  S.  Ravi  and  Thomas  Gmitter  have  already 
t  the  sharpest  silicon  needle  ever:  an  electron  emitter  that 
es  to  a  point  50,000  times  smaller  than  the  diameter  of  a 
lan  hair.  That's  important  because  the  sharper  the  needle, 
less  voltage  it  takes  to  produce  electrons — hence,  the 
er  a  signal  can  be  generated. 


»TV:  UNCLE  SAM  MAY  YET  PUSH 
AERICA  INTO  THE  PICTURE 


l^atch  for  some  heavyweight  support  to  land  on  the  side 
W  of  a  major  industry-government  initiative  in  high-defini- 

television  (HDTV)  as  a  vehicle  for  reviving  America's  mori- 
d  consumer  electronics  industry.  Before  yearend,  studies 
aring  such  a  move  are  expected  from  the  Office  of  Technol- 

Assessment  and  the  National  Advisory  Committee  on 


Semiconductors  (NACS),  appointed  in  late  1988  by  President 
Reagan.  HDTV  boosters  hope  that  these  reports  will  help  cor- 
rect what  they  believe  was  a  mistakenly  narrow  assessment  of 
HDTV's  importance  by  the  Congressional  Budget  Office. 

In  an  interim  report  to  President  Bush,  NACS  Chairman  Ian 
M.  Ross,  president  of  AT&T  Bell  Laboratories,  said  "it  is  vital 
to  reenter  the  consumer  electronics  industry  now"  to  assure 
future  competitiveness  not  only  in  the  chip  industry  but  also 
throughout  the  electronics  sector.  Reviving  consumer  electron- 
ics would  have  a  substantial  ripple  effect,  adds  Pat  Hill  Hub- 
bard, a  vice-president  of  the  American  Electronics  Assn.  She 
notes  that  each  new  factory  job  typically  creates  1.8  secondary 
jobs,  while  every  new  engineering  position  creates  8  secondary 
and  24  tertiary  jobs. 


HERE,  SCOP!  HERE,  SCOP! 
JUST  ANOTHER  LITTLE  TEST  . . . 


Sacrificing  cats  and  dogs  in  laboratory  experiments  enrages 
animal-rights  activists.  But  with  more  and  more  science 
being  done  vicariously  with  computer  simulations  and  digital 
models,  the  pseudo  guinea  pig  that  is  being  developed  at  Duke 
University's  medical  center  was  probably  inevitable. 

Dubbed  Scop,  short  for 
simulation  control  program, 
the  $25  software  package 
now  mimics  the  reaction  of 
specific  organs  and  tissues 
to  isolated  physical,  chemi- 
cal, or  biological  stimuli. 
The  computer  does  this  by 
calculating  and  correlating 
such  things  as  how  fast  cer- 
tain ions  are  liberated  by  a 
chemical  reaction  and  how 
quickly  those  ions  can  pass 
through  cell  membranes. 
Next,  Scop  will  be  expand- 
ed to  the  point  where  it  can  model  complete  animals.  The 
ultimate  goal:  simulated  humans. 

Scop,  however,  may  never  put  an  end  to  animal  testing,  says 
J.  Mailen  Kootsey,  director  of  the  Duke  project,  because  simu- 
lations will  need  to  be  validated  with  real  tests.  But  research- 
ers at  the  University  of  California  at  Irvine  say  that  Scop  has 
halved  the  number  of  animals  sacrificed. 
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THIS  NEW  ANESTHETIC 
CUTS  POST-OP  HANGOVER 


Afterward  can  be  the  worst  part  of  surgery:  A  groggy, 
fuzzy-headed  feeling,  often  accompanied  by  nausea,  is 
common  after  operations  performed  under  general  anesthesia. 
The  discomfort  can  last  for  hours.  But  a  new  anesthetic  that 
will  be  marketed  in  the  U.  S.  beginning  in  November  by  the 
Stuart  Pharmaceuticals  division  of  ICI  Americas  Inc.  promises 
relief  from  those  nasty  side  effects. 

Moreover,  patients  given  the  new  agent,  called  Diprivan, 
need  less  post-operative  care  because  the  body  metabolizes  the 
drug  quickly.  So  patients  snap  back  to  consciousness  within 
minutes  of  being  wheeled  from  the  operating  room.  That 
makes  Diprivan  ideal  for  outpatient  surgery,  says  Morton  E. 
Goldberg,  research  vice-president  for  the  Wilmington  (Del.) 
company.  Hospitals  in  Europe,  where  Diprivan  has  been  avail- 
able for  two  years,  have  been  able  to  trim  recovery-room 
staffs.  As  a  result,  adds  Goldberg,  Diprivan  has  already 
grabbed  half  of  the  European  anesthetic  market. 


You  imijfovc  them. 

Our  Hayes  PC  coni- 
nninicalions  products 
ore  recorded  as  the  Irst 
in  die  world.  Bill  w  e're 
not  about  to  rest  on  our 
laurels. 

That's  why  w'e're 
addino,  more  advanced 
features  lo  n]an\  of  our 


existini^  products.  \nd 
more  products  to  our 
line. 

\  line  that  already 
includes  the  ri^it 
modem  for  virtually 
every  communications 
need,  no  matter  how 
simple  or  complex. 
And  new  IVJa\ 


cards  that  let  iherc^ 
world  communicaif'\> 
the  fax  world.  ■ 

Aswell  assoftwaf 
that  contains  feature 
make  advanced  conh 
nications  easier. 

W  hat  's  more,  ivel 
low  ered  the  prices 
many  of  our  hi^ier 


WhenyouVe  set  the  stan 

foronedecade,wh 


1(1  ciclvsnced  fe^- 
ducts,  to  make 
ire  conipBlible 
St  budgets, 
nirse,  we're 
sure  that  our 
)  will  be  compat- 
I  the  future,  too. 
;  why  you  can 
iepend  on  your 


current  Hayes  modem  to 
work  with  every  new  one 
we  develop. 

It's  also  why  we're 
at  the  forefront  of  such 
important  technologies 
as  ISDN. 

And  why  the  only 
choice  in  computer  com- 
munications equipment 


today  will  still  be  the  only 
choice  tomorrow. 

For  more  information 
about  Hayes  products 
and  the  location  of  your 
nearest  dealer  call  l-8U(J- 
635-1225. 

Hayes 

Our  technolog/ has  itie  computer 
world  lalkm.  More  than  ever 


s  for  PC  communications 
you  do  for  the  next? 


KIRSHENMANN:  12  YEARS  OF 
WHOLESOME  HARVESTS 


AGRICULTURE  I 


FARMERS  ARE  LEARNING 

NEW  TRICKS  FROM  MOTHER  NATURE 


'Alternative  ag'  uses  fewer  chemicals,  preserves  more  farmland — and  can  even  turn  a  profit 


There  came  a  time  when  Fred  L. 
Kirshenmann  didn't  like  what  he 
saw  in  the  fields  of  his  3,100-acre 
farm.  The  soil  was  getting  harder  to 
plow,  and  he  was  applying  more  expen- 
sive pesticides  and  fertilizers  to  get  the 
same  yields.  So  Kirshenmann,  whose  fa- 
ther was  the  first  in  his  township  to 
adopt  agrichemicals  during  the  1950s, 
became  the  first  to  abandon  them  12 
years  ago.  "We  decided  that  before  it 
became  a  crisis,  we  needed  another  solu- 
tion," he  says. 

The  Medina  (N.  D.)  farmer  substituted 
compost  and  legumes  for  synthetic  fer- 
tilizers. To  control  insects  and  weeds,  he 
began  rotating  crops,  adopted  special 
plowing  and  planting  techniques,  and 
turned  to  mechanical  weed  control.  In 
the  process,  Kirshenmann  had  to  forfeit 
409c  of  his  wheat  and  soybean  acreage 
eligible  for  federal  subsidy  payments. 
"Our  neighbors  thought  we  would  lose 
our  shirts,"  he  recalls.  Yet  today,  Kir- 
shenmann maintains  an  average  harvest 
of  33  bushels  of  wheat  per  acre — equal 


to  the  best  yields  of  his  neighbors  who 
still  use  conventional  farming  tech- 
niques. He  also  brings  in  a  profit  from  a 
panoply  of  other  farm  products,  from 
cattle  to  sunflowers.  The  54-year-old 
farmer  hasn't  had  to  borrow  operating 
funds  for  nine  years. 

Farmers  like  Kirshenmann,  advocates 
of  so-called  alternative  agriculture,  used 
to  be  oddballs.  Today,  though  they  total 
only  about  100,000  of  the  nation's  2.17 
million  farmers,  their  ranks  are  grow- 
ing— and  they  are  gaining  political  clout. 
FEAR  OF  FOOD.  In  lowa,  California,  and 
Minnesota,  farmers  are  uniting  to  ex- 
periment, support  one  another,  and  ex- 
change information.  The  Practical  Farm- 
ers of  Iowa,  founded  in  1985,  has  300 
members.  State  legislatures  in  Minneso- 
ta, Iowa,  Texas,  and  California  have  ded- 
icated funds  for  research  and  ag-exten- 
sion  programs.  When  lawmakers  debate 
the  1990  farm  bill  later  this  year,  alter- 
native ag  will  be  on  the  agenda.  "We're 
taking  a  whole  fresh  look  at  how  we 
farm,"  says  Paul  E.  O'Connell,  adminis- 


trator of  the  Agriculture  Dept.'s  I 
Input  Sustainable  Agriculture  (LISA) 
gram.  Indeed,  its  advocates  believe 
alternative  agriculture  "could  transf 
American  farming — make  it  profit 
and  save  the  family  farm,"  insists 
Hightower,  head  of  the  Texas  Agr 
ture  Dept.  (page  84). 

Alternatives  to  conventional  agr 
ture  are  winning  broader  support.  < 
cerns  over  the  safety  of  food  are 
reason:  Recently,  there  have  been  sc. 
over  Alar,  a  possible  cancer-cau 
chemical  made  by  Uniroyal  Chemical 
to  help  ripen  apples,  and  cyanidecon' 
inated  grapes  from  Chile.  Also,  fan 
concerned  with  their  health,  rising 
duction  costs,  and  the  long-term  pro. 
tivity  of  lands  are  seeking  more  opti] 
Meanwhile,  water  pollution,  erosion,? 
other  envii'onmental  damage  caused 
farming  are  getting  more  attention.' 

Evidence  of  harm  from  traditii 
farming  techniques  is  not  lacking.!! 
day,  farmers  use  an  estimated  10.5 1 
lion  tons  of  fertilizer  a  vear  and  sJ 
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_^    ^-iv-d  and  BoVHed  in  Scotu 


BLENDED 

SCOTS  WHISKY 

lOOV.  ScokcK  Whiskies 


The  uncommonly  smooth 
Scots  Whisky 


J 


LIVE  A  CUTTY  ABOVE. 


To  seni!  d  qitt  I  li !_  Lilly  Sark  anywhere  in  the  USA,  where  legal. 


OVERNIGHT  AM  DELIVERY. 
GUARANnEIX 


For  those  who  must  account  for 
bottom  lines  as  well  as  deadlines, 
there's  Express  Mail  overnight  service 

At  just  $8.75  for  an  8-ounce 
letter,  Express  Mail  service 
offers  you  guaranteed"  morn 
ing  delivery  between  major 
markets,  Saturday  service  at 
no  extra  charge,  and  more 


drop-off  points  than  all  of  our  compet 
tors  combined. 

So  the  next  time  you  need  to 
send  a  letter  or  document  over 
night,  use  the  package  of  pri;( 
speed,  and  convenience  tN 
only  we  can  deliver. 
Express  Mail  service  from 
your  post  office. 


^EXPRESS  MAIL  We  Deliver. 


*Full  postage  refund  if  deliver/  is  not  attempted  by  noon.  Some  restrictions  apply.  Check  v/itti  your  local  Post  Office  for  details.  £  1989  USPS 


Put  the  Vanguard  Advantage  to  Work  For  You 


WHY  VANGUARD'S 
MONEY  MARKET  YIELDS 
HAVE  BEEN  CONSISTENTLY 
HIGHER  MONTH  AFTER  MONTH 


Compare  money  market  yields  and 
youll  find  that  Vanguard  money  market 
i\xndiS—withx)ut  sacrificing  quality  or 
safety— have  had  higher  yields  than 
most  other  taxable  as  well  as  tax-free 
money  market  funds. 

Why?  In  money  market  funds,  other 
things  being  equal,  lower  costs  result  in 
higher  yields.  And  the  operating  costs 
of  money  market  funds  vary  greatly 
which  can  affect  your  return— the 
money  in  your  pocket— significantly 

Vanguard  achieves  higher  yields 
by  keeping  operating  expenses  vir- 
tually the  lowest  in  the  fund  industry. 
That's  the  Vanguard  Advantage. 

Vanguard  Money  Market  Reserves: 
Prime  Portfolio 

Prime  Portfolio  is  a  dramatic 
example  of  the  Vanguard  Advantage: 
Prime's  armual  operating  costs,  as  a 
percentage  of  net  assets,  are  less  than 
one-half  the  average  money  market 
fund  (0.33%  vs.  0.81%)*.  We  pass  all  the 
savings  along  to  you  in  the  form  of 
higher  yields. 

Vanguard  Municipal  Bond  Fund: 
Tax-Free  Money  Market  Portfolio 

High  current  yields  plus  income 
that's  100%  free  of  Federal  tax  make 
this  portfolio  particularly  attractive  to 
investors  in  a  higher  tax  bracket.  In 
addition  to  tax-free  yields,  investors 


benefit  from  Vanguard's  below-average 
costs,  v^ich  are  less  than  one-half  the 
average  tax  exempt  money  market 
fund  (0.27%  vs.  0.64%).* 

What's  more,  they  enjoy  free 
exchange  privileges  with  some  50 
portfolios  in  Vanguard's  family  of  funds. 
Minimum  investment  in  the  Vanguard 
money  market  portfolios  is  $3,000. 

Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  a  Free 
Money  Market  Information  Kit 

*Lipper  Directors'  Analytical  Data,  Fall  1989 
(Excludes  Institutional  Money  Market  Funds.) 

I  1 

Please  send  me  the  free  Money  Maricet 
Information  Kit(s)  I've  checked  below. 

I  understand  kits  contain  a  prospectus  with  more 
complete  information  on  advisory  fees,  distribution 
charges  and  other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

□  Money  Market  Reserves  Prime  Portfolio  (30) 

□  Municipal  Bond  Fund  Tax-Free  Money  Market 
Portfolio  (95) 

Vanguard  Money  Market  Portfolios 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name  


Address - 


City- 


.  State. 


(30) 


.  Zip- 


Phone . 


(Day)       BW-B9-310  (Evening) 

TH^^<ZUarciGROUP 

<^OF  INVESTMENT  COMPANIES^. 
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^■e  S'jlved  r.y  careful 
ment.  Cnem.lcals  in  groundwater  Ojm-e 
frt-m  "af>t>dents  or  abuse."  not  yu'di-'hous 
application,  says  Jay  J.  ^'r>:m.  ".he  new 
president  of  ^aC.k.  Adds  James  L. 


<2an 


:arm- 
ar-age- 


z>car'^r.  m»anager      g.'Oi^  agrjc^'..j^ 
products  <ievek'pm-ent  at  I>u  Pont  Co.; 
"Ctoise  "isre  learE  of  a  pw>iikrrD.  we 
sjorre  it  wiih  r^m-  tfeeiiDo]ogy  ijmt  wil] 
Dot  -degraxk  ih-e  envirosiDeiit." 

In-dustry  gro<tj£..s  are  pushing  what 
th-ey  call  Best  ^ilanagei&em  Practioes. 
whkh  promote  sueh  methc^ds  as  int<^ 
grated  p-est  managemeEi — iiisp<ecting- 
fields  for  pests  before  aj^hing  eh'e!B> 
«:2Js — to  rediiee  tise.  A  &ew  ^eneraiioij 
of  narrowh"  targetcid.  low-d'jse  cheird- 
cais.  sHch  as  a  group  of  Dti  Pont  h^erbi- 
cides  that  bix-k  an  enzynje  foon-d  onh:  m 
sp«&c±f5c  pjanxs.  is  coming-  to  Ejarket. 
Each  c^.e?Ti'V-a"  aris  on  a  certain  weed. 
and  less  ihaE  an  ounce  pier  acre  is  lieed- 
ed-  At  the  same  tim*.  oompaiiies  are 
workiiLg  on  safer  pesticides  based  on 
r.ararar!y  rxtTirrtng  ch^noi:^  an-d  mi- 
rm^-es.  Arric^tur-r  ar.t  :;::e:h  Kmta- 


ntes  ai£^(  art  entnu^jastic 
g-ex-etkaBr  engin-eer&d  to 
cSdes.  disease,  and  inscCis. 

Bat  sostainabkrag  at-:';-it- 
er.  remaiE  waiy  of  a  > 
"It  (io^s't  bring-  '-^^I"^ ' 

R<jT^id  Kn>£&e.  exeeaiivr; 
Land  Stewardship  Proj&eL  > 
s-ustainabk-ag  group'.  Adds  1: 
pro;ieet  djr^cujT  at  the  E.'. 
PoBcT  IiiSijtBie:  -"We  want 
pro«duo'Qon  tet-hnocue^  thit  • 
q-uate  rerams  wi^- 
int*j  an  espenisire 
damagtEg  array  o:  ^t; 

AJtenjaiiTe  agrl;- •rr.ta: 
ing-  natjiraliy  ccTCtirring  bSc-l;, 
tx»nship5  on  the  fariEL  ""We'r- 
aker  the  cETiramueat  so  it'- 
able  to  p>ests.  and  ■erest^  r-:./ 


THE  NIFTY  NEMATODE 
AND  THOSE  BUG-EATING  BUGS 


It  may  -:unt  a  g::^t  :^t-t 
ward  at  first.  B-ai  not  lo  SiahiBann 
Farms  Ir-e.  in  Las  Cruces.  X.  iL 
Tne  oaikiD's  largest  pecaE  rajieh  gave 
-up  using  chemical  p'estiKri'des  entirely 
on  ks  3.6'l«>a:-re  spreafi  Insuea/i  it 
gets  th-e  sam-e  resuh  with  th-e  tiny 
green  keewfng.  a  namral  pTc^iaior  that 
feasts  on  insect  pests.  By  xarmiig  to 
nature,  ihe  is^r:^.  cut  th*e  ecisis  of  con- 
trolling pests  by  weE  over  ofr'^^. 

The  <2^py-crawiy  btisin'ess  is  l«>omr 
ing.  a&i  not  just  am-jng  backyar'd  gar- 
den>ers  asd  on-etim-e  hkfpi-es  who  drifted 
into  orgask-  farming,  ""fi'e're  en-cour- 
age-d  wh-en  n-ijt  only  th^  progressive 
:&:rmjers  but  alsK>  the  largest  in  th-e 
business  start  c-oming  to  us."  says 
Jake  T.  Elehm.  marketing-  v>:fe-pres}- 
dent  at  Rincon-Viuova  Ins&etarks  In^i 
in  Ventara.  Cahf..  which  is  also  sup-ply- 
ing- ]ac£wings  for  a  test  at  th-e  Tfn-^ 
yari-  -  f  E.&J.  Gallo  Winery. 
WEEVIL  EHPVE.  Insetts  aren't  the-  only 

A  hos\ 


into  a  deirreTy  vehick:. 
Csioiier.  i»¥sident  ' 
San  Dkg^o.  For  M 
l<aeteria;  its  first  : 
prc«duces  a  toxin  " 
ties  and  weevils.  .- 
tip  against  th>e  C 
and  stravei  :n  tn-r  V.  ^ 


avs  Je 


LACrWlWG  DHNES  OM  FABH  Pit 


jyj'jxi  and'o±'eT 
are  scram;o]ir.g  vj  Vj^zjuAT^ii^kLh  mi- 
crohms and  other  narural  enemies  of 
agrktiltural  blights.  Biosys  Inc.  for  ex- 
ample, has  'dev-ls-e^d  a  way  t»j  grow, 
package,  and  ship  several  strains  of 
n-emat/>des  that  live  in  th-e  soil  and  feed 
on  immat/ure  inse-;ts.  It  seLs  th-e  tiny 
womts  to  'Cranh-err.-  farm-ers  an4  dtrus 
producers.  "Tne  nem;atode  is  desigsed 
by  rjiture  as  an  tnsectkide."  says  Ven- 
kat  S.  S-oh-oni  clnairman  of  the  Pal-j 
Aito  iCaM.*  venture. 

More  and  iDore.  th-e  new  bugs  win  be 
•desigmei  '.y  m-in  ""."e  take  naturaTy 


c->jntr;l  !ea:  beeties.  Others  n.p 
engineer  a  t.i.'>pestk">'de  into  th-r 
plant  itseh'.  Monsanto-  Co.  is  devel : : 
a  uoniato  witii  kaves  thai  are  o: 
th-e  ton:tat»j  panworoL  Crop  Genetics 
tematiHonal  Corp-,  is  testing-  :-:m  i 
siaSs  that  kill  com  borers. 

Broad  use  of  ibese  so-salle:  ' . 
cides  is  stiD  several  years  i'.---} 
they  are  finding  m^keis  wnr--e  : 
cal  pestt-eides  must  be  abanum- 
cause  of  gTom:-<iwater  conianunat 
p«ests  that  have  becom-e  resistant-  1 
l^ves  a  bright  fniare  for  bugs 
garden  variety.  After  alL  it's  a  te-:-h 
ogy  that's  already  here. 


ToronadoTrofeo/tor-o-na-do  tro-fa-o/n: 
ee  Performance.  See  Luxury  Seeyour  Olds  dealer 


formance.  As  defined  by  the  3800 
engine  with  sequential  port  iuel 
action  to  handle  any  American 
d  surely  and  powerfully  And  four- 
leel  independent  suspension  en- 
xed  by  FE3*  Touring  Car  compo- 
its  and  an  anti-lock  braking  system 
:ontrol  them  precisely 
Luxury  As  defined  by  contoured 
ther  seating  areas  with  eight- way 
wer  adjustment  Plus  there^  a 


And  an  analog  instrument  panel  and 
remote  lock  control  for  doors  and 
trunk  that  are  standard  equipment 

An  available  Visual  Information 
Center  offers  a  choice  of  51  different 
full-color  displays  at  the  touch  of  a 
finger  From  personal  messages  and 
appointment  calendar  to  navigational 
compass. 

If  styled  a  major  factor  for  you, 
take  another  look  at  the  new  shape  of 
this  magnificent  car.  Keep  in  mind 
that  you'll  not  truly  appreciate  it  until 


(a  lot  more  will  go  into  the  much  larger 
trunk,  too). 

And  remember,  we  back  the 
Toronado  Trofeo*^  with  a  3-year/50,000 
mile  Bumperto-Bumper  Plus  war 
ranty  See  your  dealer  for  terms  of  this 
fimited  warranty 

For  a  catalog,  call  1-800-242-OLDS, 
Monday  through  Friday  9  a.m.  to 
7  p.m.  EST. 

ailTheNewGeneiationof 


Management  must  guide  the  forces  of  change. 

—  John  W.  Teets.  Chairman 


R}'  a  copy  of  Greytxxjnds 
:at9S!  annual  repon,  v»Trie  to 
P^D  c  Reations, 
15'8  G^txxjPd  Tfewer. 
F^XDenix,  AjTZOna  85077 


Z.'-y  ■"_  .'z  Corporation  nas  beer  recast  Frcm 
thecrucc  :■  v  ge  has  emerged  a  new  Greyhound, 
tennperea  'O'  strength  and  reshaped  for  the  future. 

The  job  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
Greyhound  is  the  result  of  this  vision,  buift  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced:  tough  decisions  were 
made  Subsidiaries  with  annual  sales  of  S3  billion. 


including  the  companys  nationwide  bus  line,  were 
divested.  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired, 

Fdr  example,  Purex  household  and  laundry  pro< 
ucts  were  added  to  the  personal  care  and  packagec 
foods  brands  of  Greyhounds  Dial  Corporation,  Prenr 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


/elers  was  acquired,  complementing  Greyhound's 
sting  airport  and  food  service  businesses.  General 
tors'  RTS  transit  bus  manufacturing  and  parts  opera- 
1  was  purchased  to  expand  Greyhound's  top-ranked 
jrcity  coach-building  business- 

Today  Greyhound's  four  business  segments  — 
isumer  products,  services,  transportation  manufac- 
ng  and  financial  —  produce  revenues  at  a  $3  billion 
lual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 

The  Greyhound  Corporation 


says  Charles  H.  Hassebrook,  program 
leader  at  the  Center  for  Rural  Affairs, 
an  agricultural  think  tank  in  Nebraska. 
But  it  isn't  easy.  Making  a  complete 
transition  can  take  from  five  to  15  years. 
Alternative-ag  farmers  use  multiple  crop 
rotations  rather  than  sow  large  acreages 
in  just  a  few  crops,  such  as  corn  or 
wheat,  year  after  year.  Livestock  opera- 
tions, which  many  farmers  abandoned 
because  they  weren't  profitable,  and  le- 
gumes become  an  important  source  of 
fertilizer.  Special  planting  techniques, 
such  as  ridge  tilling,  in  which  some  of 
the  residue  of  the  previous  year's  crops 
is  not  plowed  under,  and  mechanical 
weeding  are  also  mainstays. 

When  used  in  combination,  these  prac- 
tices can  cut  pesticide  use  and  erosion  by 
more  than  50'a.  But  they  call  for  more 
labor  and  management.  "Sustainable-ag- 


riculture approaches  are  extremely  sci- 
entific," says  Ken  Tull,  a  director  at  the 
Rodale  Institute,  one  of  the  pioneers  in 
alternative  agriculture.  "It  requires  a 
better  farmer." 

In  addition  to  the  experiences  of  farm- 
ers such  as  Kirshenmann,  there  is  in- 
creasing evidence  that  alternative-ag 
yields  can  match  those  of  conventional 
practices  and  that  farmers  can  make 
money  at  it.  In  September,  a  report  by 
the  National  Research  Council  cited  14 
farmers  who  got  comparable  yields  for  a 
variety  of  crops  from  apples  to  wheat  to 
milk.  It  concluded  that  alternative  ag 
was  so  promising  that  federal  research 
should  be  boosted  from  its  current  $4.5 
million  to  $40  million.  Other  studies  at 
such  places  as  South  Dakota  State  Uni- 
versity and  North  Carolina  State  Univer- 
sity indicate  that  even  without  compara- 


ble yields,  profits  can  still  be  m 
because  cash  outlays  are  lower. 

Even  so,  the  case  for  alternative  a 
not  strong  enough  to  persuade  r 
farmers  to  convert.  "There  is  a  g 
deal  of  skepticism,"  concedes  Ricl 
Ganger,  director  of  alternative-ag 
grams  for  the  state  of  Minnesota.  Ja 
C.  Wiers,  who  spends  $300,000  a  yea 
chemicals  for  his  3,000-acre  pro( 
farm  in  Willard,  Ohio,  has  done  al 
can  to  cut  his  chemical  use.  But  he 
sprays — because,  he  says,  "it's  the  < 
way  to  maintain  yields  and  quality, 
love  an  alternative,  but  it  must  be 
nomically  feasible." 

To  critics,  U.  S.  farm  policy  is  one 
son  that  alternative  agriculture  may 
be  economically  feasible  on  a  la: 
scale.  Commodities  programs,  which 
er  70^'^  of  U.  S.  cropland,  offer  subsi 


JIM  HIGHTOWER:  A  FARMER'S  FRIEND 
WHO  GOES  AGAINST  THE  GRAIN 


Last  year,  Texas  Agri- 
cultural Commission- 
er Jim  Hightower 
was  the  only  white  elected 
state  official  in  the  coun- 
try to  endorse  Presidential 
hopeful  Jesse  Jackson. 
Hightower,  no  relation  to 
conservative  Democratic 
Representative  John  High- 
tower, is  no  less  a  maver- 
ick in  his  job.  Under  his 
direction,  the  state's  Agri- 
culture Dept.  has  become 
one  of  the  nation's  leading 
advocates  of  abandoning 
chemical-intensive  agricul- 
ture. Hightower  has  initi- 
ated more  than  a  dozen  programs  to 
encourage  less  pesticide  use  and  more 
crop  rotation  and  soil  conservation. 

Chemical  makers  and  some  farm  or- 
ganizations are  battling  to  defeat  the 
two-term  agriculture  chief.  At  stake  is 
the  direction  of  the  $11  billion  Texas 
farm  economy,  the  nation's  second- 
largest.  Earlier  this  year,  the  325,000- 
member  Texas  Farm  Bureau,  an  indus- 
try lobbying  group,  failed  to  persuade 
the  Texas  legislature  to  make  the  ag 
commissioner  an  appointed  position. 
Now,  the  Farm  Bureau  is  trying  to 
recruit  a  candidate  to  oppose  Hightow- 
er in  1990. 

Hightower  embraced  populism  as  an 
aide  to  former  Senator  Ralph  Yarbor- 
ough  (D-Tex.)  and  as  editor  of  the 
muckraking  monthly  journal  Texas  Ob- 
server. He  entered  politics  in  1979  to 
run  for  the  Texas  Railroad  Commis- 


HIGHTOWER  SAYS  ALTERNATIVE  AG  CAN  RESCUE  TEXAS'  FARM  ECONOMY 


sion,  which  oversees  Texas'  oil  indus- 
try. He  barely  lost  but  captured  the 
agriculture  job  in  1982.  He  won  a  sec- 
ond term  with  607f  of  the  vote  and 
support  from  family  farmers,  consum- 
ers, and  farm  workers. 
BLUEBERRIES.  Sustainable  agriculture 
is  Hightower's  solution  to  Texas'  ailing 
farm  economy.  Texas  farmers  lost  30''^^ 
of  the  value  of  their  land  in  the  mid- 
1980s,  as  prices  for  cotton,  corn,  and 
wheat — the  state's  main  crops — plum- 
meted. The  full-time  farm  population 
fell  407f  during  the  1980s,  to  60,000  by 
1989.  Meanwhile,  soil  erosion — largely 
from  cotton  cultivation  on  the  high 
plains — is  depleting  arable  Texas  land. 
By  turning  to  terraced  farms  and  di- 
versifying into  such  new  crops  as  blue- 
berries, Hightower  believes  the  family 
farm  can  be  saved. 
Hightower  can  point  to  some  success 


stories.  With  state  ass 
tance,  rancher  Joe  Madd 
switched  to  alternative  i 
riculture  techniques  on 
22,000-acre  spread.  In  oi 
three  years,  he  reduced 
debt  from  $3  million 
$400,000.  Says  Madd( 
"Hightower's  making  si 
people  like  me  survive.' 

Last  year,  Hightow 
created  a  separate  Off 
of  Sustainable  Agriculti 
to  coordinate  his  agenc; 
programs.  One  project: 
25-acre  test  farm  in  La 
do,  where  Israeli  expe 
are  experimenting  with 
tensive  agriculture.  Last  year,  t 
farm  earned  $6,100  on  an  acre  of  ( 
flowers.  Even  Vernie  Glasson,  exei 
five  director  of  the  Farm  Bureau 
Hightower's  opponent,  concedes:  "\ 
can  learn  a  lot  from  that  project." 

But  Hightower  has  alienated  pow 
ful  middlemen  by  organizing  100  far 
ers'  markets  where  growers  sold  3 
million  in  produce  last  year  directly 
the  public.  He  angered  farmers  by 
quiring  them  to  keep  30-year  recoi 
of  pesticide  use  and  to  warn  nei{ 
bors  and  farmhands  when  crops 
sprayed. 

Hightower  isn't  backing  down  fr< 
his  political  crusade.  He's  planning 
statewide  organization  to  build  a  po] 
list  movement.  "There's  nothing  in  t 
middle  of  the  road,"  he  says,  "exce 
yellow  stripes  and  dead  armadillos.' 

By  Kevin  Kelly  in  Dall 
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SCIFNCE&TECHNC 


X 

your  PCs  are  here 


Your  word  processors  are  here 


our  printers  are  here 


X 

Your  typewriters  are  here 


nd  your  secretaries  are  here 


Your  office  is  ready  for  the  IBM  Personal  Typing  System/2. 


u  kilow  how  it  is.  No  sooner  has  a  secretary 
rted  a  hig  word  processing  job  than  thc^re's  an 
erruption.  Someone  needs  labels,  envelopes  or 
nis  typed  in  a  hurrv/l  hat  reqnires  shilling  to  a 
)ewriter.  Snddenly  theres  another  interrnption. 
meone  needs  a  spreadsheet  right  awav.  So  it's  oil 
the  PCyPhen  back  to  the  won!  processor/PluMi 
the  typewriter  again.  I  he 
IBM  Personal  lyping 
Systeni/2  lets 


secn'taries  handle  these  nortiial  olhce  inlerrupl ions 
(piickly.  easily  and  econoinicalK.  Hecaiise  its 
actnalK  several  machines  in  one.  Its  ati  advanced 
word  procosor.  Its  a  sell-correcting  tv  pew  riter  that 
Innctions  as  a  snperior  letter-(jiialilv  pritilcr.  \nd 
its  also  a  Inll-lnnction  personal  computer.  lAcrv- 
thing  is  in  one  place — right  at  vour  Imgertips.  ^ou 
can  switch  Irom  word  processing  to  Ivping  and 
back  again  bv  pressing  one  kev.  It  lets  von  speed 
thriHigh  your  daily  tasks,  even  the  most  complex 
lorms  and  documents. 

l  ind  out  how  much  more  can  gel  done 
with  (he  easv-to-learn.  easv-to-use 

IliM  Personal  I y[)ing  Svstem/2.  — ^  —   

Available  exclusively  at  your  ^  ZZIZ 
IBIVl  Authorized  lypew riter  Dealer.  =         —  T  zz 


1  arrange  for  a  demonstration, call  1  800  lBM-7257  ext.  153,or  vour  IBM  Authorized  Typew  riter  Dealer. 

M  is  a  n-gistered  triidriniirk  of  Inlrrnalioiial  Bu^iint  s;-  Machiin-^  (  (>r|)oraliiin. 


The  check  real 


Few  things  in  life  are  more  frustrating  than  At  Aetna,  we  think  that's  unconscionable, 

waiting  for  money  someone  owes  you.  So  at  our  Employee  Benefits  Division,  we' 

Particularly  if  that  someone  happens  to  be  an  reduced  the  entire  health  insurance  claims  pr%i 

insurance  company.  cess  to  a  mere  nine  days.  Despite  the  fact  thaf^ 

Unfortunately,  it's  not  unusual  to  wait  months  receive  nearly  a  quarter-million  claims  each  d*'.  I 
on  end  for  an  insurance  company  to  pay  up.  Of  course,  you  don't  get  results  like  this  b)  i 


Kilt*);';  *^ 

00  2 


So 


>- 


»•  in 

4  i_- 


in  the  mail. 


ing  a  wand.  At  Aetna,  it  requires  a  national  on- 
claims  network,  three  mainframe  computers, 
lutomatic  collating  machines,  five  huge  Zip 
e  pre-sorters,  and  225  people  dedicated  sole- 
*  getting  all  those  checks  in  the  mail. 
Still,  we  find  that  all  the  extra  effort  pays. 


We  like  to  think  such  unusual  promptness  Is 
a  key  reason  why  so  many  companies 
are  so  quick  to  employ  us  for  their  em- 
ployee benefit  programs. 

And  why  they're  so  slow  to  leave  us. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT. 


A  LONG-TERM  LEADER 


Magellan:  #1  for 
Long-Term  Growth. 

Fidelity  Magellan  Fund  is  ranked  #1  of  all  mutual  funds  for  10  and  15  year 
performance  ended  9/30/89.*  .\nd  Mageliaii  has  outperformed  97%  of  all 
funds  for  5  years  and  9-4%  of  all  funds  for  1  year.*  Of  course  past  perfor- 
mance is  no  guarantee  of  future  results.  Hut  if  you're  looking  for  an  aggressive 
growth  fund,  look  at  the  record.  There  is  only  one  Magellan  Fund. 

■  Thefinicl  is  riinked  #1  oulof  .^d.i  funds.  #1  outof  -i.-il  funds,  #21  out  of  ""ID  funds  and       out  of 
1610  funds  for  IS.  10,  S  and  I  year  pfrforniancc  for  periods  tMiding  9/.-^0/84  accordini^  to  Upper 
\nal\  tical  Services,  Inc  ,  an  independent  mutual  fund  perfoi'uiance  monitor 


1^00-544-6666  ,  24hom 


Fidelity  Magellan"  Fund.  For  more  complete  mlormation, 
includiiit;  niananenient  fees,  expenses  and  the  fund's  .■)"..  .sales  charge,  call  or  w  I'ite  for  a 
fl  ee  priis|)ectus.  Please  read  it  carefulK  hefore  in\estint;  or  sending  mone\  Fidelity 
Distrihutors  Corporation  ((leneral  Distribution  Agent),  RO,  Box  OddOOi,  Dallas,  FX 
"S2()()-()(iOs  Service  for  the  hearing  impaired.  TDD/1-800-54^-01  IX. 


Fidelity 


Investmenis  ® 

CODE  BW/MAG/110689 


New  England's  Finest  Corporate 
Headquarters  is  Now  Available 

Located  on  55  acres,  15  miles  southeast  of  Boston 
on  Route  128,  the  magnificent  241,743  square  foot 
Corporate  Headquarters  at  Maresfield  Farm  is  one  of  the 
country's  most  innovative  and  architecturally  significant 
office  facilities. 

For  complete  details  regarding  this  outstanding  property, 
contact  John  K.  Binswanger,  President. 


THE  BINSWANGER  COMPANY 

SEVEN  PENN  CENTER,  16)5  MARKFT  STREET.  PHIIADELPHIA,  PA  ITOi  •  1215)  44MO0O  •  EAX  (215)  44M238 
BOSTON,  MA  617-53<^2828 


for  certain  crops  such  as  corn,  w\ 
soybeans,  rice,  and  cotton.  Farmers 
paid  based  on  a  so-called  base  acr 
and  their  yields,  so  they  strive  for  rr] 
mum  yields — even  if  that  means  u 
more  chemicals  for  marginal  gain 
they  don't  plant  their  base  acres,  f; 
ers  lose  subsidies.  That  discourages 
rotation  along  with  other  altern 
technicjues. 

Even  in  Washington,  however, 
native  agriculture  is  making  some 
way.  Richard  G.  Lugar  (R-Ind.),  ran 
Republican  on  the  Senate  Agricul 
Oonnnittee,  has  introduced  legisl 
that  ui-ges  changes  in  the  1990  farn 
to  give  farmer's  flexibility  to  try  alti 
live-agriculture  techniques  without 
pletely  losing  their  subsidies.  What 
the  fate  of  that  proposal,  "the  sus 
able  debate  will  influence  the  1990  ; 
bill,"  says  Neville  Clarke,  director  o 
Texas  Agricultural  Exi)eriment  St; 


Current  farm-subsidy  poli( 
discourage  alternative  ag- 

but  its  advocates 
expect  that  to  change  soo 


in  College  Station,  Tex.  Even  Clarke 
other  mainstream  agriculture  exp 
along  with  some  Washington  policyi 
ers,  expect  the  final  farm  bill  to  re 
greater  concern  for  the  environment 
make  it  easier  for  farmers  to  experii 
with  alternative  techniques. 
UNDERFUNDED.  Still,  moi'e  researc 
needed  to  jjrove  that  the  techniques 
work  on  a  large  scale.  Yet  today,  oi 
fraction  of  the  Agriculture  Dept.'s 
million  research  and  ag-extension 
get  is  allocated  for  sustainable  ag. 
its  key  program,  was  swamped 
more  than  800  proposals  that  it  co 
ered  worthy  of  funding  over  the 
two  years — but  it  could  support  onl; 
Without  more  research,  "we  don't  V 
how  far  we  can  go,"  says  I. 
Youngberg,  executive  director  of  th- 
stitute  for  Alternative  Agriculture 
in  Washington. 

Advocates  remain  optimistic  tha 
ternative  ag  will  win  more  sup 
That's  progress:  When  farmers  like 
shenmann  walked  away  from  the 
ventional  techniques  of  the  Green  I 
lution  a  decade  ago,  the  powers  ths 
wouldn't  have  given  alternative  agi 
ture  a  second  thought. 

Bi/  Em  ill/  T.  Smith  in  New  York,' 
Meg  Campbell  in  New  York,  Ric 
Brandt  in  San  Franciseo.  and  Vicki 
/tan  in  Washington 


■I 


With  expansion  into  non-regulated  businesses, 
we're  readying  growth  for  a  fast  takeoff. 


Our  core  business  is  and 
will  remain  regulated  telephone 
service:  1.1  million  customer 
lines  in  25  states  from  coast-to- 
coast,  and  growing. 

But  a  major  base  to  enhance 
future  earnings  growth  is  in  our 
non -regulated  businesses,  an 
expanding  variety  of  operations 
tied  closely  to  our  telecommuni- 
cations expertise. 

We've  increased  our  interest 
in  Advanced  Telecommunications 
Corp.  (ATEL),  one  of  the  nation's 
most  successful  long-distance 
companies,  to  32  percent.  And 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 


Assets   $2. 2  billion 

Revenues  and  Sales  $1.1  billion 

Reported 

Net  Income   $125  million 

Earnings  Per  Share   $2.91 

From  Operations* 

Net  Income   $134  million 

Earnings  Per  Share   $3.13 

Dividend  Rate  $1.72 

Average  Common 
Shares  Outstanding  .  .42.3  million 


'Excludes  Otie-Time  Adjuslmcnls 

Ticker  Symbol:  AT  Listed  on  tlic  New  York 

and  Pacific  Stock  Exctianges, 

ALLTEL  Corporation,  100  Executive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


^UXEL 

CORPORATION 

Excellence  in  Telecommunications 


with  the  acquisition  of  CP 
National  we  have  become  a 
major  provider  of  air  traffic 
control  systems  and  communica- 
tions for  the  U.S.  Navy. 

ALLTEL  Supply  is  one  of  the 
country's  largest  and  most  prof- 
itable equipment  providers,  and 
an  important  contributor  to  our 
record  1988  results. 

We  also  have  a  strong  presence 
in  17  cellular  telephone  markets 
with  a  cellular  population  of 
3,600,000.  For  a  closer  look  at 
ALLTEL,  write  for  a  copy  of  our 
latest  annual  report. 


RESIDENTS  DBA 


Every  day,  buses  from  the  Regional 
Transportation  District  make  171,000 
commuters  disappear  from  bus  stops 
throughout  the  greater  Denver  area. 
TTnat's  more  than  43  million  nders 
every  year. 

And  how  do  they  manage  to  keep 
things  running  smoothly? 

With  the  help  of  computer  systems 


from  Pnme. 

We  provided  the  RID  witt 
capacity  to  handle  more  than/l 
telephone  requests  a  day  for  :1" 
uling  and  information.  Provic. 
specific  details  on  all  2,300  mii 
routes  at  the  touch  of  a  buttor 

The  system  can  also  schealt 
routine  maintenance  for  the  RT 


HlilON  DENVER 
EAR  INTO  THIN  AIR. 

'00  buses.  So  when  a  bus  needs  a  tune-up, 
"e  schedule  won't  break  down.  We  even 
I  a  powerful  system  which  organizes 
1  and  human  resource  management. 
CTD  is  proud  of  the  efficient  transportation 
And  their  success  is  part  of  our  success, 
a  Fortune  500  company  with  annual 
s  of  over  $1.5  billion. 

I'd  like  to  know  how  Prime  can  give  you 


more  than  token  results,  call  us  at  1-800-343-2540 
(In  Canada,  1-800-268-4700). 
Pnme.  We  can  give  you  a  lift. 

^Prime 

Prime  Computer,  Inc. 

Pnme  and  the  Johnson  &  Johnson  Fanruly  of  Companies  are  proud 
co-sponsors  o  f  the  PBS  senes  NOVA. 


SPECTRUM  PAPEI 
CREATES  PERFEC 

^3 1  "'"'^^  selection  of  a  copier  paper  may  se 

^^^^^       I  ^H^^  "'^^  ^        ''^^^''^9'  l^ut  it  is  attention  to 

details  such  as  this  that  ultimately  ref  le 
your  company's  commitment  to  quality 
Spectrum  Copier  Paper  won't  jam,  dij 
or  curl  in  your  high-speed  machinery  It' 
consistently  delivers  identical  copies  of  ] 
your  business  documents.  Copies  that  ii 
clean,  crisp,  bright.  This  outstanding  cou 
sistency  is  the  result  of  the  most  rigoros 
quality  testing  in  the  paper  industry  i 
If  you  demand  perfect  copies  in  all  ci 
your  business  communications,  the  ansl 
is  Spectrum  Copier  Paper  Spectrum 
means  quality. 

SPECTRUM  COPIER  PAPER 
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THIS  LIABILITY  LAW 
GRAVY  TRAIN? 


ry  cases  cost  U.S.  railroads  43%  of  their  profits  in  1988 


I  obby  J.  Jarrell's  days  of  working 
kon  the  railroad  ended  abruptly  in 
'l985.  He  was  pulling  up  old 
s  at  CSX  Transportation  Inc.'s  Ev- 
lle  (Ind.)  rail  yard  when  he  slipped 
'ell  backward,  shattering  a  bone  in 
)wer  back.  The  injury  left  the  43- 
old  laborer  disabled  and  in  constant 
''Some  days  I  can't  even  tie  my 
shoes,"  he  says. 

•rell,  an  eighth-grade  dropout,  may 
•  work  again.  But  then,  thanks  to 
L-year-old  law,  he  may  never  have 
a  most  other  industries,  the  only 
n  for  Jarrell,  who  earned  $25,000  a 

would  have  been  to  file  for  work- 
compensation.  And  under  Indiana 
which  sets  payments  for  specific 
es,  he  would  have  gotten  $89,000. 
railroad  employee,  however,  Jarrell 

sue  CSX,  a  unit  of  CSX  Corp.,  for 
gence  under  the  Federal  Employ- 
iability  Act  (FELA).  In  June,  an  Ev- 
lle  jury  faulted  CSX  for  ordering 


Jarrell  to  stay  on  the  job  after  he  had 
suffered  a  work-related  back  injury  the 
month  before.  The  court  gave  him 
$918,450,  a  decision  CSX  is  appealing. 
SELLING  POINT.  Cases  such  as  Jarrell's 
are  the  focal  point  of  a  fight  that  is 
about  to  erupt  in  Congress.  This  year, 
says  the  Association  of  American  Rail- 
roads, its  15  members  will  pay  out  about 
$1  billion  in  injury  cases.  That  will  be  up 
from  last  year's  $811  million  (table),  or 


THE  RISING  COST  OF 
RAILROAD  INJURIES 


Year 

Railroad 
employees 

Injuries 

Payouts 

Millions 

1982 

385,136 

36,032 

$410 

1984 

354,639 

33,364 

504 

1986 

286,417 

22,387 

585 

1988 

268,208 

22,573 

811 

DATA:  ASSOCIATION  Of  AMERICAN  RAILROADS 


43%  of  the  industry's  profits.  The  rail- 
roads point  out  that  their  injury-related 
costs  are  255%  higher  per  employee  than 
those  of  long-haul  truckers,  the  rail- 
roads' main  competition,  and  twice  what 
Canadian  railroads  pay.  On  Nov.  1,  the 
House  Energy  &  Commerce  transporta- 
tion subcommittee,  responding  to  mount- 
ing industry  complaints,  plans  to  hold 
the  first  congressional  hearings  in  50 
years  on  overhauling  FELA. 

Railroads  think  they  have  a  selling 
point  for  FELA  reform:  It  might  trim  the 
budget  deficit.  They  are  backing  a  mea- 
sure that  would  exempt  only  Amtrak 
from  FELA  for  a  three-year  trial  period, 
during  which  injuries  would  be  handled 
under  the  workers'  compensation  system 
in  the  state  where  the  accident  occurred. 
Officials  argue  that  if  injury  payouts 
drop,  the  government's  subsidy  to  Am- 
trak would,  too.  A  1986  General  Ac- 
counting Office  study  found  that  if  Am- 
trak had  been  governed  by  Indiana's 
workers'  compensation  system,  the  rail 
line's  cost  of  worker  injuries  would  have 
been  $6.5  million  in  1984,  instead  of  the 
$23.9  million  Amtrak  paid  out  in  court 
judgments.  "We  feel  that  it  is  only  wise 
to  go  the  no-fault  route,"  says  Senator 
Bob  Kasten  (R-Wis.),  the  bill's  sponsor. 

The  railroads  have  wanted  to  revise 
FELA  practically  since  it  was  enacted  in 
1908.  Predating  workers'  compensation, 
the  law  is  a  throwback  to  the  days  when 
a  worker's  only  recourse  was  in  the 


odoyfe  Force  in  trucb 


From  F-Series  to  award-winnmg  Cargo, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors  .  .  .  AeroMax, 
long-nose  LTL,  cab-over  CL  .  .  .  are  the  fuel- 
savingest  big  Fords  ever  built. 

That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the  future  in 
big  trucks? 


„.and  iomorrows. 


We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 

Drag  coefficients  lower  than  ever. 

And  better  fuel  economy  than  todays  best 
numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  today's  Force  in 
trucks. 

And  tomorrow's. 


TRUCKS 


state  courts,  which  were  all  but  owned 
by  powerful  rail  barons.  To  avoid  that 
problem,  Congress  let  rail  workers  sue 
their  employers  in  federal  court.  But  in 
order  to  get  damages,  workers  must 
prove  negligence. 

As  a  result,  fel.\  is  like  roulette.  Some 
workers  win  jackpots,  while  many  others 
walk  away  empty-handed.  Still,  orga- 
nized labor  doesn't  want  fela  changed. 
Labor  Dept.  data  show  that  the  rail  busi- 
ness is  relatively  safe,  compared  with 
trucking  or  airlines.  That's  partly  be- 
cause FELA  helps  keep  the  industry  on 
its  toes,  says  Robert  L.  Hart,  general 
counsel  for  the  United  Transportation 
Union.  The  railroads  are  "not  interested 
in  taking  care  of  injured  workers,"  he 
adds.  "They  just  want  to  cut  costs." 
'PLAINTIFFS'  PARADISE.'  The  railroads 
counter  that  major  beneficiaries  of  the 
current  system  aren't  the  workers,  but 
lawyers  who  take  cases  on  a  contingen- 
cy-fee basis:  They  only  get  paid  if  they 
win — but  then  they  usually  get  one- 
third.  One  Jacksonville  (Fla.)  plaintiff's 
lawyer  credits  the  law  for  his  success: 
His  license  plates  read  "FELA."  And 
Belleville,  III,  where  many  rail  lines  con- 
verge, is  called  "plaintiffs'  paradise"  in 
railroad  circles  for  its  sympathetic  juries 
and  aggressive  FELA  lawyers. 

Edward  F.  Brennan,  the  Belleville  at- 
torney who  represents  Jarrell,  defends 
the  barrage  of  suits.  "The  language 
[railroads]  understand  more  than  any- 
thing else  is  dollars  and  cents,"  he  says. 
But  CSX  says  the  system  is  being 
abused.  "We  were  shocked"  by  Jarrell's 
award,  says  Eugene  W.  Herde,  a  compa- 
ny lawyer,  csx  also  is  the  target  of  some 
400  suits  alleging  hearing  loss  from 
noise  on  the  job — all  filed  by  a  single 
law  firm. 

Such  suits  could  hurt  smaller  compa- 
nies the  most.  Terminal  Railroad  Associ- 
ation of  St.  Louis,  a  switching  yard  in 
Granite  City,  III,  claims  that  it  had  to 
lay  off  68  of  its  567  workers  last  year 
after  being  hit  with  two  verdicts  totaling 
$L6  million.  In  the  smaller  case,  which  is 
being  appealed,  a  woman  won  $311,000 
after  her  husband  collapsed  and  died  of 
a  heart  attack  in  the  company's  bath- 
room. "It  just  so  happened  that  he  fell 
over  at  work  instead  of  home,"  says  Ter- 
minal President  B.  C.  Davidson.  But  the 
jury  faulted  the  company  for  failing  to 
summon  an  ambulance  quickly  enough. 

If  the  Amtrak  proposal  is  approved,  it 
could  set  the  stage  for  broader  industry 
relief — and  that  has  rail  unions  worried. 
After  enjoying  decades  of  public  sup- 
port, they  nearly  lost  a  test  in  March. 
The  Senate  Appropriations  subcommit- 
tee on  transportation  defeated  the  Am- 
trak proposal  on  a  tie  vote.  That  sug- 
gests to  industry  that  its  efforts  to 
amend  the  law  may  finally  be  on  track. 
By  Ron  Stodghill  11  in  Belleville,  III. 
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SUDDENLY,  THE  UAW 

IS  RAISING  ITS  VOICE  AT  GM 


Steve  Yokich  won't  be  as  cooperative  as  his  predecessor 


If  only  General  Motors  Corp.  could  be 
tidied  up  as  easily  as  Stephen  P.  Yo- 
kich's  closet.  Hangers  are  spaced 
two  fingers  apart,  says  Yokich's  wife, 
Tekla.  And  Yokich  always  puts  shoe 
trees  inside  his  shoes.  It's  that  kind  of 
order  the  new  head  of  the  United  Auto 
Workers'  GM  department  would  like  to 
bring  to  relations  between  the  union  and 
the  world's  biggest  car  company. 

Since  taking  office  last  summer,  Yo- 
kich has  made  it  clear  that  he  wants 


WHERE  THE  UAW  IS  AT  ODDS  WITH  GM 


Plant                  Hourly  workers* 

Status 

PONTIAC,  MICH. 

2,350 

Idled  In  August,  1988 

KANSAS  CITY 

2,000 

Idled  in  April,  1988 

FRAMINGHAM,  MASS. 

3,300 

Idled  in  July,  1989 

ATLANTA 

3,200 

To  be  idled  in  1990 

VAN  NUYS,  CALIF. 

3,000 

Likely  to  be  idled  by  1993 

LORDSTOWN,  OHIO 

2,500 

Likely  to  be  idled  by  1993** 

*lncludes  workers  already  on  layoff  before  the  idlings           **Van  plant  only 
DATA  BW,  GENERAL  MOTORS  CORP. 

more  consistency  out  of  the  GM  bure! 
cracy.  For  several  years,  some  comp 
officials  have  pushed  labor-managem 
cooperation  as  a  means  of  boosting 
ductivity.  But  GM  has  simultaneou 
battered  away  at  the  UAW,  prima: 
through  its  plans  to  shutter  U.  S.  ass( 
bly  plants  (table). 

In  big  ways  and  small,  Yokich 
signaled  a  change  in  tone,  if  not  of  p 
cy,  between  the  union  and  GM.  He  1 
suspended  several  newspapers  that  W' 
written  by  both  sides  in 
attempt  to  encours 
greater  trust.  And  he 
directed  union  staffers 
to  ride  on  GM  comp; 
planes. 

WORD  GAMES?  More  im] 
tant,  Yokich  intends 
fight  the  plant  closin 
The  UAW's  contract  pro! 
its  plant  shutdowns  but 
lows  layoffs  if  sales  slur 
The  union  contends  t 
GM  has  circumvented 
agreement  by  saying 
plants   are   not  clos 
merely  "indefinitely  idle 
Yokich's  predecessor,  D 
aid  F.  Ephlin,  more  c 
cerned  about  fostering 
bor-management  coope 
tion,  chose  not  to  sere 
publicly  about  GM's  w 
games.  But  Yokich  fe 
differently:  "I  can't  f 
'idling'   in  the  natio 
agreement."  He'll  neg 
ate  a  new  contract  n 
fall,  and  meanwhile,  I 
preparing  to  take  the  is! 
to  arbitration.  Even  if 
wins,  GM  is  unlikely  to 
open  plants  to  make  car 
can't  sell.  But  their  dos', 
could  cost  the  comp£( 
some  $300  million  in  jobf 
curity  payments.  j 

There's  no  mistaking 
kich  for  Ephlin,  a  schola? 
figure  who  often  seerii 
equally  at  ease  among  1 
managers  as  he  did 
the  rank  and  file.  Still, 


VHAT  A  GOLF  COURSE  WOULD 
XX)K  UKE  IF  n  HAD  LANIEKS 
PERFORMANCE  GUARANTEE. 


You  just  can't  miss  with  a  Lanier  copier. 


Because  we  guarantee  98%  up-time  or  your 
money  back  for  copier  down-time.  We  also 
offer  an  after  hours  toll-free  HelpLine.  And 
'our  Lanier  copier  is  out  of  service 
■  over  8  hours,  you  get  a  free  ~ 
\ncL  So  don't  putter  around 


LANIER 


Name  _ 
Addrcs' 
Citv  


Please  send  me  free  information  about  I  jnicr: 
□  Copiers  DFax  □  Dictation/Business  Phones 

 Company  


.State. 


.Zip_ 


. Phone ( 


Or  call: 


1-800-852-2679 

Mail  to:  Lanier  Copier  Promise,  P.O.  Box  785,  Dayton,  Ohio  45401 


Four  years  ago  Har  ley-Davidson 
was  running 
on  empty..- 


Today  they're  burning  rubber. 


In  1985  America's  only  motorcycle  maker  was  seven 
short  days  from  bankruptcy.  Since  then  Harley-Davidson 
has  become  a  lean,  mean  high-productivity  machine  — 
with  operating  profit  that's  gone  from  0  to  $60  million  in 
three  years  flat.  Their  incredible  turnaround  is  bankable 
proof  that  quality-conscious  American  manufacturers 
can  take  on  world-class  competition. 

Now  the  lessons  that  Harley's  top  management 
learned  the  hard  way— about  customer  satisfaction, 
employee  involvement,  Japanese-style  just-in-time 
inventory  and  statistical  operator  control,  and  more- 
are  yours  to  apply.  More  than  the  rousing  story  of  an 
American  legend  back  from  the  brink.  Well  Made  in 
America:  Lessons  From  Harley-Davidson  on  Being 
the  Best  packs  real-world  strategies  you  can  use  to 
supercharge  your  firm's  quality,  productivity,  morale, 
market  share  and,  yes.  profitability. 

In  fact, 'Well  Made  in  America  is  an  "owner's  manual" 
for  any  business  that  wants  to  race  with  the  best.  If 
yours  isn't  running  full  throttle,  pull  over  and  read  it. 
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kich  is  unlikely  to  dismantle  the  joint 
efforts  to  boost  quality  and  productivity 
that  Ephlin  so  passionately  backed.  In 
the  six  years  that  Yokich  served  at  Ford 
Motor  Co.  before  moving  to  GM,  many 
locals  there  loosened  work  rules,  formed 
teams,  and  otherwise  restructured  the 
workplace  to  increase  efficiency.  If  Yo- 
kich didn't  always  push  such  efforts,  he 
didn't  stand  in  the  way  either,  say  Ford 
managers  and  UAW  staffers. 

Even  if  Yokich  were  opposed  to  "joint- 
ness,"  as  such  cooperation  is  often 
called,  the  UAW  has  publicly  embraced  it 
as  union  policy.  After  GM  recently  an- 
nounced plans  to  idle  its  Lakewood  plant 
in  Atlanta,  U.\w  President  Owen  F. 
Bieber  told  a  private  meeting  of  local 
leaders:  "'We  won't  survive  and  succeed 
by  only  reacting  to  what  [GM  does]  in  a 
traditional  way  instead  of  asking  our- 
selves to  shape  the  decisions  and  im- 
prove the  total  operation." 

The  54-year-old  Yokich,  who  is  widely 
viewed  as  Bieber's  heir  apparent,  seems 
to  be  searching  for  a  middle  ground. 
He's  pushing  what  he  calls  "the  people 
programs,"  such  as  health  and  safety 
and  assistance  for  drug  and  alcohol 
abuse.  Until  GM  shows  its  commitment 
to  programs  that  demonstrably  help 
workers,  Yokich  seems  wary  of  moving 
faster  on  joint  efforts  aimed  at  company 
goals  such  as  boosting  productivity. 
■BUSH-LIKE.'  The  danger  is  that  GM's  joint 
programs  may  languish  or  die  without 
vigorous  prodding  from  Yokich.  While 
both  sides  credit  Ephlin's  innovative 
ideas  with  saving  thousands  of  jobs,  es- 
pecially in  GM's  components  group,  joint- 
ness  has  fallen  far  short  of  providing 
real  job  security.  Since  the  start  of  its 
latest  contract  with  the  UAW  in  1987,  GM 
has  lost  at  least  35,000  hourly  jobs 
through  indefinite  layoffs,  attrition,  and 
early  retirement.  The  job  losses  probably 
would  have  been  far  worse  without  joint 
programs.  But  that's  a  tough  position  to 
sell  in  local  union  halls. 

Yokich's  caution  gives  little  impetus  to 
union  leaders  and  company  managers  al- 
ready ambivalent  about  cooperation. 
That  could  prove  crippling  as  Japanese 
assembly  plants  in  the  U.  S.  hit  their 
stride.  Yokich  "doesn't  have  a  clear  mili- 
tant position,  and  he  doesn't  have  a  clear 
cooperative  stance,"  says  Harry  C.  Katz, 
a  labor  economist  at  Cornell  University. 
Nor  has  he  articulated  the  middle  posi- 
tion. "Just  sitting  there,  [George]  Bush- 
like, is  not  satisfactory,"  says  Katz. 

That  could  be  bad  news  for  GM.  The 
company  has  spent  some  $40  billion  to 
modernize  its  plants.  But  its  costs  are 
still  the  highest  in  the  industry,  so  man- 
agement has  sought  to  offset  them  with 
productivity  gains  from  the  union. 

It's  not  surprising  that  Yokich  is  most 


comfortable  espousing  traditional  ii 
principles.  His  parents,  of  Yugoskr 
and  Lebanese  descent,  were  both 
members  in  Detroit.  His  mother  wc 
on  a  GM  assembly  line,  and  his  f; 
was  a  UAW  steward  in  the  indeper 
tool-and-die  shop  where  Yokich  mad 
start.  Heated  discussions  of  union 
tics  often  dominated  the  Yokich  d 
table.  Starting  as  a  local  night  ste 
in  1961,  Yokich  rose  to  UAW  region 
rector  in  1969  and  vice-president  o 
union's  agricultural  implements  de 
ment  in  1980.  There,  he  presided  o^ 
bitter  205-day  strike  at  CaterpOlar 
that  ended  in  1983. 
STREETFIGHTER.  The  dispute  has  do 
Yokich  and  hurt  his  reputation,  i 
union  leaders  say  his  "macho"  posti 
and  lack  of  understanding  of  Cat's 
petitive  woes  helped  to  prolong 
strike.  But  James  B.  O'Connor,  who 
then  a  member  of  the  UAW  barga 


Yokich  is  pushing  'peopl 
progi^ams'  that  target  hea 
and  safety  issues,  chil(d  ca 
an(d  drug  and  alcohol  abuj 


committee,  says:  "I  don't  think  any 
could  have  kept  that  work  stop 
from  happening." 

Yokich  also  seems  to  cultivate  th' 
age  of  a  volatile  streetfighter,  if  on 
keep  opponents  off  balance.  A  local 
leader  relates  how  Yokich  once  thr 
woman  into  a  swimming  pool  duri: 
party  after  she  expressed  antiunion 
timents.  With  a  smile.  Yokich  admi 
incident  but  won't  discuss  details. 

If  Yokich  was  cocky  at  Caterpilla 
matured  at  Ford.  Managers  there  s£ 
pulled  no  punches  but  was  noneth 
willing  to  listen  to  company  propc 
Yokich  never  sen'ed  a  strike  notic 
four  rounds  of  bargaining  at  Ford 
its  Rouge  Steel  unit.  In  perhaps 
most  daring  move  of  his  career,  hi 
tended  the  1987  Ford  talks  for  i 
than  two  days  beyond  the  contract' 
piration.  Such  extensions  had  never 
offered  before.  "It's  a  mark  of  his  i 
age  and  his  understanding  of  the  r 
bership,"  says  Peter  J.  Pestillo,  the 
vice-president  who  is  in  charge  of  1 
negotiations. 

Perhaps  a  dose  of  Yokich-style  ( 
pline  will  work  at  GM.  But  the  que; 
remains:  Can  he  toughen  the  U 
stance  without  damaging  the  fr; 
union-company  partnership  that  is 
beginning  to  show  results? 

By  Wendy  Zellner  in  Dt 
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ize. 

\n  interest  rate  fluctuation  in  Tokyo  kills  a  real  estate  deal  in 

5  Moines.  Bond  swings  in  London  spell  the  difference  between 

success  or  failure  of  a  public  offering  in  New  York. 
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Commentary/by  Howard  Gleckman 

TINKERING  WITH  TAX  REFORM: 
A  BAD  IDEA  THAT  WILL  JUST  GET  WORSE 


The  principle  behind  the  Tax  Re- 
form Act  of  1986  was  simple: 
Taxpayers  got  lower  rates  in  ex- 
change for  giving  up  a  variety  of  spe- 
cial breaks.  While  far  from  perfect,  the 
law  was  a  big  step  toward  wiping  out 
decades'  worth  of  loopholes. 

Now,  tax  reform  may  be  unraveling. 
The  Bush  Administration's  high-profile 
drive  to  cut  tax  rates  for  capital  gains 
is  just  the  most  visible  sign.  Backers  of 
billions  of  dollars  of  other  tax  subsidies 
are  waiting  in  the  wings. 

There's  nothing  sacred 
about  the  Internal  Revenue 
Code  of  1986,  itself  the  result 
of  endless  political  horse- 
trading.  But  before  the  Pres- 
ident and  lawmakers  go 
much  further  in  restoring 
tax  breaks,  they  should  con- 
sider the  consequences.  In 
the  past,  these  subsidies 
have  cost  the  U.  S.  Treasury- 
billions  of  dollars  and  been 
of  dubious  benefit  to  the 
economy.  Tax  incentives  are 
not  free.  Their  revival  will  ul- 
timately mean  higher  taxes 
for  the  rest  of  the  economy. 
"We  have  to  ask  whether  the 
net  pain  will  be  lower."  says 
University  of  Pennsylvania 
economist  Alan  Auerbach. 

In  only  three  years,  Wash- 
ington seems  to  have  swung 
from  reform  to  restoration. 
What  accounts  for  this  re- 
markable shift?  For  one 
thing,  tax  reform  was  a  polit- 
ical accident,  an  economists' 
dream  that  won  the  support 
of  President  Reagan  but  nev- 
er had  much  popular  backing.  Now, 
Congress  feels  no  commitment  to  pre- 
sen'ing  the  idea.  "Nobody's  talking 
about  how  wonderful  we  are  because 
we  got  the  rates  down,"  says  House 
Ways  &  Means  Committee  member 
Robert  T.  Matsui  (D-Calif.).  "I  don't 
think  there's  any  political  capital  in  it." 
EASY  TO  HIDE.  What's  more,  the  cyni- 
cism with  which  Washington  now 
views  the  budget  is  making  it  easy  to 
kill  tax  reform.  Budget-accounting 
rules  make  it  easier  to  hide  the  cost  of 
tax  provisions  than  the  cost  of  spend- 


ing programs.  And  sometimes  propo- 
nents can  argue,  as  with  capital  gains, 
that  increasing  a  subsidy  can  still  earn 
money  for  the  Treasury-. 

Finally,  George  Bush  himself  was  no 
fan  of  tax  reform,  and  it's  the  Presi- 
dent who's  leading  the  counter-revolu- 
tion by  proposing  a  raft  of  new  tax 
incentives.  The  top  item  on  the  Presi- 
dent's wish  list,  of  course,  is  restora- 
tion of  lower  rates  on  capital  gains. 
He's  also  promoting  tax  cuts  for  child 
care,  research  and  development,  and 


net  national  sa\ings.  It  probably  ii 
creased  private  savings  somewhat,  bu 
the  -$2,000  annual  tax  deferral  cost  th 
Treasury  billions  a  year  in  lost  rev( 
nue.  Still,  iras  remain  popular  becaus 
they  promise  benefits  to  a  broad  swat 
of  middle-class  voters,  and  politician 
find  that  irresistible. 
■  The  corporate  minimum  tax.  In  198( 
Congress  created  a  new  20%  alterm 
tive  minimum  tax  that  limited  comp; 
nies'  ability  to  use  deductions  to  wip 
out  their  tax  liabilities.  Business  lobbj 
ists  are  pushing  hard  to  sin 
plify  the  law's  admittedl 
complex  rules.  And  they  ma 
also  try  to  cut  the  A.MT  ratt 
■  Passive  losses.  In  an  effoi 
to  eliminate  tax-shelte 
abuses.  Congress  restricte 
individuals'  ability  to  us 
losses  from  "passive"  inves 
ments  to  offset  other  ii 
come.  The  change  curtaile 
developers'  ability  to  rais 
money  through  limited  par 
nerships,  and  real  inves" 
ment  in  nonresidential  stru( 
tures  dropped  from  $149. 
billion  in  1985  to  S122  billio 
in  1988. 

Economisis  have  long  ai 
gued  that  passive-loss  dedw 
tions  and  overly  generou 
depreciation  rules  encoui 
aged  excessive  commerci 
real  estate  investment.  "Se< 
through"  office  building 
and  empty  shopping  mall 
testify  to  the  economic  foil 
of  real  estate  investmen 
that  is  driven  by  tax  consi( 
erations  rather  than  the  maj 


oil-and-gas  exploration.  So.  emboldened 
by  the  Administration's  willingness  to 
open  the  code,  lobbyists  and  lawmak- 
ers are  busy  reviving  some  favorite, 
but  costly,  incentives.  Among  the  is- 
sues likely  to  become  battlegrounds 
over  the  next  year: 

■  Individual  retirement  accounts.  Ex- 
pansion of  this  savings  program, 
sharply  curbed  in  1986,  has  the  support 
of  Bush  and  Finance  Committee  Chair- 
man Lloyd  Bentsen  (D-Tex.).  Econo- 
mists still  debate  whether  the  broad 
use  of  IRAS  from  1981  to  1986  raised 


ket.  Nonetheless,  developers  are  pre 
suring  Congress  to  loosen  the  rules  f( 
passive  losses. 

■  Depreciation.  In  1986,  Congres 
made  write-offs  for  capital  assets,  ii 
eluding  real  estate,  less  generous 
Heavy  industry  will  try 
more  favorable  treatment 
ment.  Developers  will  tr\' 
same  for  commercial  buildings. 

■  Investment  tax  credit.  Wiped  out  i 
1986,  the  ITC  was  a  favorite  of  mam 
facturers  that  made  heavy  capital  ii 

Continued  on  page  IC 
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GOLD.  What  cold,  hard  cash  should  be. 
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Continued  from  page  104 
vestments.  With  the  10%-  credit,  the 
government  subsidized  those  invest- 
ments— and  lost  bushels  of  tax  reve- 
nue. Now,  some  members  of  Congress 
are  considering  bringing  back  credits, 
narrowly  targeted  for  specific  indus- 
tries, in  the  name  of  increasing  U.  S. 
competitiveness. 

Supporters  of  capital-spending  incen- 
tives such  as  a  generous  depreciation 
scheme  and  the  ITC  worried  that  their 
repeal  would  bring  investment  to  a 
halt.  But  capital  spending  has  contin- 
ued to  grow.  In  1985,  business  spent 
$304  billion  on  new  equipment.  Last 
year,  capital  investment  jumped  to 
$371  billion  after  adjustment  for  infla- 


ship.  Senator  Bob  Packwood  (R-Ore.), 
who  chaired  Finance  in  1986,  was  wide- 
ly credited  with  saving  the  effort  by 
proposing  sharply  lower  rates  in  ex- 
change for  wholesale  curbs  on  tax 
breaks.  But  on  Oct.  19,  Packwood  un- 
veiled a  bill  to  cut  capital-gains  rates 
and  beef  up  IRAs.  Packwood  has  been 
joined  by  Senator  William  V.  Roth  Jr. 
(R-Del.),  who  once  had  a  radical  rate-' 
cut  proposal  of  his  own.  Now,  says 
Roth,  "it's  not  a  choice  between  capital 
gains  and  iRAs.  We  can  have  both." 

Supporters  of  tax  incentives  insist 
that  only  a  few  should  be  restored. 
Trouble  is,  just  about  everybody  has  a 
different  idea  about  which  ones  are  im- 
portant. Ask  supply-side  economist 


TAX  BREAKS  THAT  CONGRESS  MAY  RESTORE 


Benefits 


Legislators  will  try  to  revive  some  key  tax  incen- 
tives that  were  curbed  in  the  Reform  Act  of 1986. 
Here  are  the  biggest  targets  for  revival  and  esti- 
mates of  the  value  of  these  incentives  to  business- 
es and  individuals  in  fiscal  year  1991,  had  there 
been  no  change  in  the  law  in  1986.  Legislators 
are  likely  to  only  partially  restore  the  benefits 

*Estimates  DATA.  JOINT  TAX  COMMinEE.  CONGRESSIONAL  BUDGET  OFFICE 
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tion.  "There  are  many  other  factors 
that  affect  investment  more  than  tax- 
es," says  Auerbach.  "The  decline  in 
real  interest  rates  since  1986  has  had  a 
more  important  influence  than  any 
shift  in  tax  policy." 

In  1986,  Congress  briefly  bought  the 
concept  that  government  should  re- 
treat from  overt  economic  intervention. 
But  in  Washington,  no  cause  stays  lost 
forever.  "The  '86  act  produced  a  new 
set  of  winners  and  losers,"  says  Repre- 
sentative William  M.  Thomas  "(R-Calif.), 
who  opposed  the  measure.  "Now,  the 
deck  has  been  redealt,  and  we're  start- 
ing the  game  all  over  again." 
FEWER  FIGHTERS.  Today,  there's  hardly 
a  tax  writer  in  Congress  who  thinks 
government  should  stay  out  of  the 
business  of  providing  tax  incentives. 
More  than  88%  of  the  members  of  the 
Ways  &  Means  and  Senate  Finance 
Committees  would  use  the  tax  code  to 
encourage  savings  and  investment,  ac- 
cording to  a  BUSINESS  WEEK  survey. 
Half  say  they  favor  tax  incentives  for 
specific  industries.  And  80%  have  ei- 
ther sponsored  or  co-sponsored  legisla- 
tion in  the  past  two  years  that  would 
provide  such  incentives.  Thirty-one  per- 
cent would  back  new  tax  breaks  even 
at  the  cost  of  higher  tax  rates. 

Plus,  several  of  Congress'  most  visi- 
ble tax  reformers  have  abandoned 


Alan  Reynolds  about  restoring  the  in- 
vestment tax  credits,  and  he's  dismis- 
sive: "Those  are  just  special-interest 
provisions."  Reynolds,  who  believes  a 
capital-gains  rate  cut  will  end  up  rais- 
ing money,  says  that's  another  matter: 
"Cap  gains  is  fundamentally  different 
from  the  others.  It's  a  free  lunch  [for 
the  government]." 

Administration  officials  insist  that 
they  can  hold  the  line  against  loophole 
mania.  The  White  House  backs  new 
write-offs  "only  in  very  rare  circum- 
stances, when  there  is  a  clear  social 
need,"  says  Council  of  Economic  Advis- 
ers Chairman  Michael  J.  Boskin.  "We 
don't  want  to  get  back  into  the  prolif- 
eration of  tax  breaks." 

But  things  turn  out  differently  in  the 
heat  of  political  battle.  President 
Bush's  initial  capital-gains  proposal  ap- 
plied only  to  individuals  selling  stocks 
or  bonds.  Now,  he  supports  a  plan  cov- 
ering all  investors,  including  corpora- 
tions, and  nearly  all  assets.  And  'Trea- 


'If  we  continue 
to  push  for  loopholes 
and  shelters,  the 
rates  will  unravel' 


sury  Secretary  Nicholas  F.  Brady 
looking  to  the  code  as  a  way  to  enco 
age  long-term  thinking  by  managi 
and  investors.  Ending  the  double  t 
ation  of  dividends,  cutting  taxes 
compensation  tied  to  long-term  perf 
mance,  and  expanding  employee  sto 
ownership  plans  are  all  being  mulle 
BLINDERS.  This  familiar  piling  on 
benefits  is  somehow  perceived  to  co 
without  cost.  In  September,  Hoi 
Democrats  tried  to  make  a  virtue 
fiscal  responsibility.  They  proposed  , 
panding  iRAs  and  paying  for  the  br<^ 
by  raising  tax  rates  on  the  wealthi 
individuals.  The  effort  was  crush 
and  with  it,  any  inclination  to  off 
new  goodies  with  tax  hikes. 

Equally  troubling  is  the  po 
cal  bidding  war  that  the  n 
mood  portends.  Tax  incenti' 
will  be  revived  for  those  ind 
tries  with  the  most  politi 
clout,  rather  than  where  tl 
might  do  some  economic  go 
"What  bugs  me  most,"  s; 
Reagan  Administration  ecom 
ic  William  Niskanen,  "is  t 
people  seem  to  be  picking 
reform  apart  without  any  col' 
ent  sense  of  what  we  ought 
be  doing  with  the  tax  code." 
Now,  it's  easy  to  see  what  the  fut 
holds.  Incentives  will  be  restored 
dribs  and  drabs  until  the  cost  of 
these  new  tax  breaks  becomes  ur* 
ceptable.  Then,  Congress  and  the  Pi 
ident  will  be  faced  with  the  need 
increase  revenues,  either  by  rais: 
rates,  or,  as  some  influential  corpor 
lobbyists  have  been  urging,  by  \m\ 
ing  a  broad-based  consumption  tax. 

The  fear  of  a  general  rate  hike  hi 
few  business  lobbyists  worried. 
National  Association  of  Wholesa 
Distributors,  which  was  a  driving  fc 
behind  tax  reform,  has  refused  to  b 
the  proposed  cut  in  capital-gains  ta: 
fearing  higher  rates  later.  "If  we  ( 
tinue  to  push  for  loopholes  and  s 
ters,  the  rates  will  unravel,"  says  A  i 
M.  Kranowitz,  the  group's  senior  v 
president.  "This  all  gives  me  a  li 
bellybutton  twitch." 

Right  now,   lobbyists,  lawmak 
and  Administration  officials  are  ha\ 
too  much  fun  thinking  up  tax  break, 
worry  about  the  long-term  cor- 
quences.  But  tax  incentives  cost 
government  money — and  most  do  I 
to  promote  economic  growth.  Be: 
giving  future  revenues  away,  Cong: 
and  the  Administration  ought  to 
themselves:  Is  the  political  benefit  > 
new  subsidy  today  worth  raising  ti 
a  few  years  down  the  road? 
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This  is  the 

biggest  j 

computer  ) 

announcement  . 

Digital  ^ 
has  ever  made. 


Introducing  the  VAX  90U0 
scries.  It's  a  maintrame.  Its  a 
supercomputer.  And  best  ot  all 
it's  a  VAX  computer. 

It  s  a  mainframe. 

Just  tor  starters,  the  VAX  9000 
series  is  what  is  traditionally  known 
as  a  maintrame. 

It  has  the  high  pertormance 
you  expect  m  a  maintrame.  Over 
100  times  the  pertormance  ot  a 
V-\X- 11/780  system. 

It  has  the  high  capacitv  and 
balanced  I/O  vou  want.  Up  to  .^20 
MB/sec  ot  sustained  throughput. 

And  the  ultra-high  reliabilitv, 
uptime  and  availabilitv  that  mis- 
sion-critical applicaticMis  demand. 

Vet,  while  the  VAX  9000  is  cer- 
tainl\-  a  maintrame,  it  is  h\  no 
means  a  traditional  maintrame. 
Because  extraordinary  cost, 
complexitv  and  mtlexibility  are 
not  part  of  Digital's  computing 
style. 

Our  stvle  IS  the  VAX  style. 
Known  as  the  nu)St  easy-to-grow, 
easy-to-use  and  easily  networked 
architecture  in  computing. 
An  architecture  with  6,500  appli- 
cations already  existing  today.  And 
the  architecture  with  the  lowest 
cost  ot  ownership.  Which  makes 


the  new  VAX  900 
better  choice  tor 
production  appl 
securities  trading 
administration,  b 
network  manager 
trans ter,  manutac 
planning,  and  cla 
And  a  whole  list 
database-intensiv 
All  ot  which  s 
quite  clear  theres 
9000  maintrame  ' 
It  s  a  supercomp 
The  VVX  900( 
also  Digital's  entr^ 
computing. 

Each  VAX  901 
optimized  with  vt 
that  gives  it  up  to 
number-crunchin 
\ector  process 
\:-\X  9000  series  i 
incrediblv  numbe 
as  predicting  the 
economy,  or  the  c 
atomic  particle. 

In  tact,  there 
new  packages  tor 
applications  as  se 
phvsics.  chemi^n 
and  finite  elemen 
be  vectorized. 


\y\n  set  new  cri- 
ry. 

30  series  detects 
ms  at  the  most 
lent.  Before  the\' 
intelligent  selt- 
intelligent  niainte- 
n. 

?/  con/poiiciits  coifh 
dmiddnt  ycduii- 
naximum  uptime. 

routine  mainte- 
.mique  power  par- 
programs  to 
It  interruption. 
\'en  a  power- 
in  built  in.  So 
rownouts  won't 
usincss. 

rhind  it. 

)wertul  about  the 
>  isn't  just  what's 
u's  behinti  it. 
he  comprehensix  e 
;al  sales  and  ser- 
he  globe. 
i)t  a  whole  new 
:ormance  periph- 
^tical  libraries, 
or  I,/0  bound 
itest  in  system 
■  nitors,  disk  strip- 
rtormance 


cartridge  tape  backup. 

There's  Enterprise  Services  tor 
full  consulting  support  on  how  to 
make  your  computers  work  the 
best  way  of  all:  the  wiw  your  busi- 
ness works. 

And  finally,  there's  one  last 
word  ol  support.  The  Digital 
name.  A  name  whose  reputation 
has  made  us  the  second  largest 
maker  ot  computers  on  earth. 

Run  with  it. 

There  are  alreath  (i,5(H)  appli- 
cations waiting  to  run  on  tlie  V/XX 
'-')[)()()  series.  So  tmd  out  how 
can  run  with  it  toda\.  just  call  \(uir 
local  Digital  sales  oftice.  ( )r  write 
Digital  Equipment  C 'oiporation, 
20U  Baker  Ax'enue,  (  Concord,  MA 
01742-21^)0. 

You'll  find  the  V/\X  'MlOO  mam 
frame  ma\-  not  onl\-  be  the  biggest 
ccnnputer  announcement  m 
Diyitai's  histor\. 


but  m  \ouis. 


Digital 

has 
it 
now. 


at  ion 


e 


BY  ANDREA  ROTHMAN 


ANNE  GOLD: 

RING  THE  TOP  OF  THE  FOOD  CHAIN 


w; 


hen  you're  the  chef  for 
New  York  Mayor  Ed- 
ward I.  Koch,  a  renowned 
gourmand,  you  have  an  appre- 
ciative audience.  But  Rozanne 
Gold,  who  prepared  midnight 
snacks  as  well  as  banquets 
during  Hizzoner's  first  term, 
knows  the  job  has  its  draw- 
backs, too.  Budget  constraints 
meant  she  often  had  to  wash 
the  dishes  herself.  Some  morn- 
ings, Koch  would  burst  into 
the  kitchen  early,  when  Gold 
was  still  in  her  bathrobe. 

These  days,  she  doesn't  do 
dishes — or  wear  her  bathrobe 
to  work.  At  35,  Gold  is  director 
u  development  for  Joseph  Baum  &  and  Michael  White- 
0.  The  firm  provides  design  advice  and  management 
s  to  such  restaurants  as  the  World  Trade  Center's 
A^s  On  The  World  and  Rockefeller  Center's  Rainbow 
Gold  handles  everything  from  developing  wine  lists  and 
g  menus  to  finding  and  training  chefs, 
has  been  cooking  since  early  childhood,  when  she  even 
•ith  a  favorite  cookbook  under  her  pillow.  After  leaving 
Mansion,  she  became  executive  chef  at  Lord  &  Taylor, 
)ing  the  retailer's  35  in-store  restaurants.  Epicures  may 
ber  her  as  the  chef  who  invented  Carpaccio  Gold,  a  dish 
beef  wrapped  around  mushrooms  and  scallions  with 
•e  cheese.  It  debuted  at  Lavins  restaurant  in  New  York, 
's  leisure  activities  center  around — surprise — food.  She 
ently  helping  a  local  drug-rehabilitation  program  create 
,urant  where  ex-addicts  can  learn  to  cook.  As  for  cook- 
home,  she  says,  who  has  time?  She  usually  eats  out. 

By  Suzanne  Woolley  in  New  York 


ID  KESSLER: 

IE  NURSING  FOR  AIDS  PATIENTS 


le  wait  tables, 
hers  drive  tax- 
t  when  David 
r  was  trying  to 
jnds  meet  as  a 
vood  actor  in 
trly  1980s,  he 
I  less-traveled 
He  became  a 
ne  nurse. 
58  days,  lab 
re  more  important  to  him  than  screen  tests.  Kessler,  30, 
5  acting  ambitions  on  hold  in  1985  to  found  a  private 
g  firm  called  Progressive  Nursing  Services.  At  the  time, 
DS  epidemic  had  become  fairly  well  understood,  but 
health  care  workers  still  feared  catching  the  virus.  Re- 
g  nurses  who  would  look  after  AIDS  patients  in  their 
became  Kessler's  specialty.  Within  two  years,  the  busi- 
rew  from  four  nurses  working  out  of  Kessler's  West 


Hollywood  home  to  a  crew  of  more  than  200.  The  firm  should 
generate  revenues  of  about  $4  million  this  year,  he  says. 

The  son  of  a  nightclub  owner,  Kessler  grew  up  in  Mississip- 
pi, but  dreamed  of  a  career  in  Hollywood.  So  at  18  he  left  to 
study  acting  at  the  University  of  Southern  California.  He  even 
won  bit  parts  in  such  shows  as  Three's  Company.  But  while 
waiting  for  his  big  break,  Kessler  decided  to  learn  nursing  to 
help  pay  the  bills.  He  studied  at  Santa  Monica  College  and  won 
full  accreditation  after  further  study  at  New  York  University. 

Beyond  his  pride  in  building  a  successful  business,  Kessler 
says  he  finds  satisfaction  in  making  patients'  lives  more  bear- 
able by  allowing  them  to  remain  at  home.  His  own  father  died 
of  cancer  in  Kessler's  living  room,  "with  my  nurses,"  he  says. 
"I  was  fortunate  we  were  able  to  care  for  him  at  home." 

Kessler  never  expected  AIDS  or  Progressive  Nursing  still  to 
be  around  in  1990.  "I  thought  it  would  be  short-term,"  he  says. 
"We'd  help  out,  the  disease  would  go  away,  and  we'd  dis- 
band," he  says.  Instead,  his  nurses  are  in  increasing  demand, 
and  Kessler  is  now  looking  to  expand  to  San  Diego  and  Hous- 
ton. Sometimes,  Kessler  still  dreams  about  the  entertainment 
world.  He'd  like  to  produce  TV  shows  one  day.  But  he  regards 
his  current  job  as  more  important. 

By  David  Castellon  in  West  Hollywood,  Calif. 


CHERYL  McARTHUR: 

DISCOUNT  OUTLETS  FOR  MALL  MAVENS 


When  Cheryl  McArthur 
moved  recently,  she 
hired  a  mover  who  thought 
he'd  seen  it  all.  But  he  was 
still  startled  by  what  he  found 
in  her  Georgetown  apartment: 
Her  clothes  filled  nine  closets. 
"He  said  the  only  person  with 
a  larger  wardrobe  was  Joan 
Kennedy,"  she  recalls. 

Maybe  so,  but  McArthur 
probably  paid  less  for  her  out- 
fits than  Teddy  Kennedy's  ex- 
wife.  She  is  president  of  McAr- 
thur/Glen  Group,  a  real-estate 
developer  whose  shopping 
malls  specialize  in  discount  de- 
signer clothes  outlets.  She  and  Alan  Glen  felt  similar  stores 
usually  looked  as  cut-rate  as  their  prices.  McArthur's  idea  was 
to  offer  low  prices — but  in  glitzy  settings  with  such  amenities 
as  New  Age  music  and  fancy  restaurants.  Since  opening  its 
first  mall  in  Williamsburg,  Va.,  in  April,  1988,  the  company  has 
opened  malls  near  Houston  and  Denver  and  at  two  other  sites. 
It  plans  eight  more  by  1993. 

McArthur,  40,  has  taken  a  zigzag  path  to  fashion  success. 
She  worked  for  a  Chicago  ad  agency,  sold  houses  in  Phoenix, 
and  owned  a  knitwear  business  in  New  York  before  coming  to 
Washington.  This  time,  "we  really  hit  a  vein  of  gold,"  she 
says.  Besides  rent,  McArthur/Glen  gets  a  cut  of  store  sales, 
which  this  year  are  expected  to  reach  $175  million. 

It's  a  touchy  business.  Designer  clothing  makers,  such  as 
Calvin  Klein  and  Ralph  Lauren,  love  unloading  last  season's 
goods  at  steep  discounts.  But  they  fear  angering  stores  that 
sell  the  same  brands  for  top  dollar.  So  McArthur  avoids  the 
appearance  of  head-on  competition  by  choosing  sites  well  re- 
moved from  big  department  stores.  Says  an  executive  at  a 
major  lingerie  manufacturer:  "They  understand  our  needs." 

By  Peter  Y.  Hong  in  Washington 
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A  MACHINE  THAT  HELPS  YOU  SLEEP  AT  NIGHT. 


Peace  of  mind. 

If  y^'d  like  your  family  to  have  more  of  it,  think 
of  llie  Xerox  Financial  Machine  as  your  very  own 
security  blanket. 

Those  sweet  dreams  for  college  can  become  a 
reality  with  annuity  and  life  insurance  programs 
from  Xerox  Life.  You  can  rest  easier  when  your 
home  and  business  are  insured  by  Crum  and 
Forster.  There's  a  powerful  portfolio  of  mutual 
funds  and  insured  unit  trusts  from  Van  Kampen 
Merritt.  Prudent  pension  fund  management  and 
administration  are  why  many  fme  companies 
have  turned  to  Furman  Selz.  And  Xerox  Credit 


can  lease  your  business  a  single  Xerox  copier.  Or  ■ 
finance  a  whole  factory  full  of  equipment  for  mak- 
ing snuggly  teddy  bears. 

It's  all  part  of  Xerox  Financial  Services.  With 
over  $17.5  billion  in  assets,  we're  a  powerful  group 
of  financial  companies  that  understands  how  hard 
you've  worked  to  get  where  you  are  today 

And  how  important  it  is  for  you  to  feel  secure 
tonight. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  you  sleep  at  night,  just  tell  us  your  finan- 
cial needs.  Write  Xerox  Financial  Services,  PO. 
Box  5000,  Norwalk,CT  06856.  ;  , 


RAIDERS  I 


THE  MAN  WHO  STRIKES  FEAR 
THE  HEART  OF  THE  OIL  PATCH 


Oscai'  Wyatt's  raids  built  a  S9  billion-a-year  empire.  But  his  biggest  move  may  be  yet  to  come 


— » 


It's  Monday,  Oct.  16,  and  Oscar  S. 
Wyatt  Jr.  is  sifting  through  daily 
stock  closings  in  his  cluttered  Hous- 
ton office.  The  chaiiTnan  of  Coastal 
Coi-p.  quickly  rattles  off  a  series  of  other 
pipeline  stocks — Tenneco.  Enron. 
Transco.  Like  Coastal,  they've  all  re 
bounded  after  the  previous  Friday's  ter- 
iif\ing  190-point  freefall.  but  Wyatt  i.-; 


or  Robert  Bass.  Wyatt  takes  a  backseat 
to  no  one  in  the  pantheon  of  takeover 
artists.  He  is  one  of  the  toughest, 
shrewdest,  most  successful  men  to  set 
foot  in  the  oil  patch.  He's  also  one  of  the 
most  despised.  In  the  21  yeai-s  since  his 
firet  hostile  bid  for  a  tiny  gas  pipeline, 
his  raids  have  helped  him  build  a  S9 
bil!ion-a-year  energy  empire  and  bring 


wcaniig  a  frown.  When  the  market 
crashed  in  19ST.  he  moved  in  to  snap  up 
bargain-priced  shares  in  Texas  Eastern 
Corp..  paving  the  way  for  a  82.6  billion 
hostile  bid.  This  time.  Monday's  recoveiy 
snuffed  out  any  similar  opportunities. 
Good  acquisition  candidates,  he  says 
with  a  sigh,  "are  getting  hard  to  find." 

Not  that  he'll  stop  looking.  Although 
he's  no  household  name  like  Carl  Icahn 


home  a  mint  in  stock  profits.  Success 
has  vaulted  Wyatt  and  his  wife,  Ljun.  to 
the  top  of  Houston's  social  ladder.  His 
business  contacts  sti*etch  around  the 
globe.  Yet  many  in  his  industry"  regard 
him  as  a  pariah.  His  name  "strikes  fear 
in  the  heart  of  eveiy  pipeline  executive," 
says  William  E.  Greehey,  a  former 
Coastal  official  who  now  runs  Valero 
Energy  Coi*p. 


sm* 


Wyatt  isn't  only  tough  on  pipeline  f 
ecutives.  In  the  early  1970s,  he  cut " 
winter  gas  supplies  to  San  Antonio 
Austin,  igniting  one  of  the  nastiest  1 
fights  in  state  historj".  It  was  only 
of  many  couiti-oom  tussles.  He  has  s: 
the  federal  government,  numerous 
companies,  and  even  his  brother-in4j 
fashion  retailer  Robert  Sakowitz 

sued  him  over  an  investmeni 
went  bad,  and  they  settled 
court.  When  a  Houston  Ci 
cle  article  likened  him  to 
Ewing  of  Dallas.  Wyatt  sui 
paper.  He  got  a  settlem 
that  case,  too.  Says  one 
vestment  banker:  "He's  a  b 
Wyatt  concedes  that  he  spenc 
lot  of  time  in  court.  That 
cause  he  feels  strongly 
standing  up  for  himself,  he 
WEBS  OF  PIPE.  For  all  of  his  pj^ 
ly  characteristics,  he  remai 
unavoidable  force  in  the  oil 
He  conti'ols  one  of  the  six  g 
pipelines  in  the  U.  S.  These  { 
lines  haul  gas  into  various  i 
-lets,  where  it  used  in  big 
:ustines  and  for  home  hea 
..nd  cooking.  Acting  as  mic 
:;ien  between  producers  and 
ributoi-s,  such  as  local  utili 
ne  big  pipelines  sloshed  a 
;  ;ir  decades  under  stiff  rej 
uons  that  assured  utility 
rates  of  retm-n.  But  in  the 
few  years,  the  whole  indi 
has  been  hammered  by  colla; 
gas  prices  and  gi-adual  derej 
tion.  The  sleepy  gas  business 
turned  into  a  free-for-all.  Pr- 
have  crumbled,  stock  prices 
tumbled.  In  other  words,  th( 
vironment  has  been  ideal  f 
raider  such  as  Wyatt. 
With  profits  from  his  stock-m£ 
forays,  and  with  a  few  actual  acc 
tions,  Wyatt  has  assembled  an  en 
diverse  enough  to  prosper  thrc' 
tough  times.  It  has  interests  in  pn 
tion,  ti-ansportation,  and  marketing,  i 
has  all  the  bases  covered."  sigh'^ 
Boone  Pickens  Jr.,  whose  Mesa  Lir« 
Paitnership  has  been  struggling,  .i 
jumping  39^!^  last  year.  Coastal's  nm 


ivi 
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should  rise  an  additional  247" 
!ar,  to  $195  million.  Despite  com- 
/ely  meager  dividends,  Coastal's 
price  has  nearly  quadrupled  in 
3t  five  years,  while  its  natural- 
ivals  have  collectively  gained 
8%  (chart). 

/  Wyatt,  65,  is  plotting  his  most 
ous  program  yet.  Over  the  next 
ears,  he  plans  to  spend  more 
;i  billion  to  build  gas  pipelines 
uch  high-demand  areas  as  the 
east  and  Southern  California, 
ipelines  could  be  an  enormous 
for  Wyatt — if  he  moves  fast 
K.  If  a  gas  surplus  that  has  last- 
years  evaporates  this  winter,  as 
expect,  prices  will  rise  quickly, 
■nvironmental  rules  are  also  ex- 
to  force  hundreds  of  industrial 
nies  and  utilities  to  replace 
•urning  coal  and  oil  with  gas.  By 
y  into  new  markets  now,  Wyatt 
be  positioned  to  cash  in  when 
;  start  scrambling  for  supplies, 
some  analysts  wonder  if  he'll 
le  to  complete  his  ambitious 
ig  plan.  A  more  likely  scenario 
)e  another  acquisition.  Coastal 
ly  raised  $540  million  in  a  stock 
ig.  Wyatt  says  Jne  money  will 
jase  Coastal's  heavily  leveraged 
e  sheet,  where  debt  now  equals 
■  capital.  But  the  money  might 
ter  used  for  a  raid,  which  would 
m  quickly  into  new  pipeline  mar- 
'ossibilities  include  Transco  Ener- 
I.,  a  major  pipeline  serving  the 
;ast,  and  the  pipeline  operations  of 
:o,  which  also  makes  farm  equip- 
md  recently  sold  off  its  oil  and  gas 
ties.  The  companies  declined  to 
!nt,  and  Wyatt  denies  he's  prepar- 
offer.  But  then,  notes  Prudential- 
Securities  Inc.  analyst  David  N. 
ler,  "He'll  say  that  right  up  to  the 

•  bids." 

AZE  CACTUS.  Coastal  has  made 
one  rich  cowboy.  His  stock  in  the 
ny  alone  is  worth  $112  million.  He 
/o  small  planes  and  a  helicopter, 
ms  in  the  south  of 
;  and  Houston,  and  a 
;ing,  20,000-acre  South 
ranch.  It's  called  Tasa- 
fter  a  Mexican  cactus 
■cplodes  on  contact.  He 
as  a  passion  for  hunt- 
f  game.  He  has  hunted 
)ears  in  Alaska  and  elk 
Drado,  where  he  has  a 
i  ranch.  Years  ago, 
lunting  in  Colorado,  he 
rapped  by  a  winter 
torm.  He  says  he  sur- 
iy  digging  holes  in  the 
for  campsites  and  hik- 
j  r  four  days — living  on 

•  he  had  killed.  "Give 
gun  and  something  to 


TWO  DECADES  OF  RAIDING 
PIPELINE  COMPANIES 

Oscar  Wyatt  has  built  Coastal  Corp.  into  one  of 
the  nation 's  most  powerful  energy  companies. 
Here  are  his  most  important  deals: 

1968  RIO  GRANDE  VALLEY  GAS  Won  control  of 
small  south  Texas  gas  pipeline  company  for 
$26  million  after  threatening  a  proxy  fight 

1 973  COLORADO  INTERSTATE  GAS 

Snared  pipeline  company  and  its  three  refiner- 
ies with  a  $182  million  hostile  bid 

1983  TEXAS  GAS  RESOURCES  Sought  gas  pipe 
line  with  $550  million  hostile  bid.  Earned  $8.4 
million  on  his  investment  when  white  knight 
stepped  in.  Also  took  $18  million  in  greerunail 

1984  HOUSTON  NATURAL  GAS  Pipeline  compa- 
ny fought  his  $1.3  billion  bid  with  offer  to  buy 
Coastal.  Wyatt  later  took  $42  million  in  stock 
profits  and  greenmail 

1985  AMERICAN  NATURAL  RESOURCES  Won 

Detroit  pipeline  company  with  $2.45  billion 
hostile  bid.  Company  gives  him  important  en- 
try to  Midwest.  Also  has  coal,  trucking  assets 

1989  TEXAS  EASTERN  Bid  $2.6  billion  for  pipe- 
line company  serving  Northeast.  It  fled  to 
white  knight  Panhandle  Eastern.  Coastal's  esti- 
mated stock  profits:  $55  million 

DATA:  BW,  COMPANY  REPORTS 


make  a  fire,  and  I'll  survive,"  he  says. 

If  Wyatt  is  the  king  of  the  oil  patch, 
wife  Lynn  is  the  queen  of  Texas  high 
society.  She's  a  scion  of  the  Sakowitz 
clan,  whose  legendary  Texas  retail  chain 
has  been  struggling  lately.  It  sought 
Chapter  11  bankruptcy  protection  in 
1985.  Now  in  her  early  fifties,  she  mar- 
ried Wyatt  in  1963,  becoming  his  fourth 
wife.  Her  parties  are  fantasy  stuff.  In 
1981,  she  flew  50  Texans  on  a  chartered 
jumbo  jet  to  Monaco,  where  she  threw  a 
"Yellow  Rose  of  Texas  Ball,"  which  fea- 
tured long-neck  beer,  barbecue,  and 
country  and  western  bands.  Her  annual 
summer  theme  parties  at  the  Wyatts' 
Cap  Ferrat  mansion  always  draw  big 
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names.  Adnan  Khashoggi,  Estee  Lau- 
der, Mick  Jagger,  and  a  slew  of  movie 
stars  have  showed  up  in  the  past.  This 
November,  Lynn  is  expecting  a  visit 
from  "Fergie,"  also  known  as  the 
Duchess  of  York. 

The  dizzying  world  of  billionaires 
and  royalty  is  a  far  cry  from  Wyatt's 
childhood.  He  was  born  in  a  lower- 
class  neighborhood  in  Beaumont, 
Tex.,  where  his  father  was  a  utility- 
company  trucking  supervisor.  As  a 
teenager  he  worked  summers  in  ship- 
yards and  oil  fields.  During  World 
War  II,  he  served  as  a  bomber  pilot  in 
the  Army  Air  Force,  returning  to  pick 
up  a  mechanical  engineering  degree 
at  Texas  a&m  University.  In  1951,  he 
and  a  partner  started  a  tiny  oil  busi- 
ness, which  later  became  Coastal,  in 
Corpus  Christi,  Tex. 

Night  and  day,  he  put  together 
deals.  "He  was  like  a  bumper  car," 
recalls  a  former  executive.  "If  he  ran 
into  a  problem,  he'd  back  up  and  try 
again."  He  was  fiercely  independent. 
Until  the  late  1950s,  pipelines  serving 
a  particular  field  set  their  own  output 
quotas  to  ensure  that  the  field  would 
last  20  years.  When  Wyatt  moved  into 
one,  he  ignored  these  rules  and 
agreed  to  buy  everything  the  produc- 
ers could  pump.  It  infuriated  the  pipe- 
lines, but  it  was  perfectly  legal. 
He  ran  into  big-time  trouble  in  the 
early  1970s.  The  problem  was  that  Wy- 
att's Lo-Vaca  subsidiary,  which  supplied 
gas  to  hundreds  of  Texas  towns,  had  far 
less  gas  in  reserve  than  he  needed. 
When  demand  soared,  Wyatt  scrambled 
for  supplies.  But  prices  had  shot  up, 
squeezing  him  badly.  Soon,  Lo-Vaca 
started  curtailing  gas  to  major  custom- 
ers, such  as  utilities  and  schools.  Regula- 
tors let  Wyatt  temporarily  raise  prices, 
so  he  could  afford  new  gas.  But  fuel 
bills  soared  and  a  raft  of  lawsuits  en- 
sued. At  hearings  in  San  Antonio,  "we 
had  armed  guards"  to  protect  Wyatt, 
recalls  Tracy  DuBose,  his  attorney.  "The 
hatred  was  rampant." 

He  fought  the  cities  for 
four  years.  But  in  late  1977, 
state  regulators  ordered  Lo- 
Vaca  to  refund  $1.6  billion  to 
customers,  forcing  Coastal 
to  spin  Lo-Vaca  off  to  the 
cities.  Wyatt  says  he  only 
went  along  because  the 
board  had  a  gun  at  his  back. 
"We  could  have  won  in 
court,"  he  drawls.  "I  was 
ready  to  ride  that  horse  right 
down  to  the  goddamn  river 
bottom." 

Luckily  for  Wyatt,  he  had 
already  begun  moving  Coast- 
al well  beyond  Lo-Vaca.  In 
1973,  he  had  acquired  Colora- 
•«  Of  00  20        ^0  Interstate  Gas  Corp.,  a 
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Is  Your 

PiTOLLSBTEM 

A  Gain  Or  A  Drain  On 

Your  Bottom  Im? 


ASK  YOUR 
PAYROLL  MANAGER 


THESE  QUESTIONS. 


YES 

NO 

1. 

Is  there  a  knowledgeable  and  high-quality  serv  ice  organization  dedicated 

□ 

□ 

to  support  your  payroll  and  human  resource  departments? 

2. 

Can  your  payroll  system  help  manage  government  requirements  such  as 

□ 

□ 

401(k),  COBRA  and  Seclion  89? 

3. 

Are  your  payroll  and  human  resource  systems  fully  integrated 

ni  1 

1  II  1 

for  management  decision  making  and  maximum  productivity? 

4. 

Can  your  payroll  system  easily  consolidate  data  from  multiple  locations? 

5. 

Can  you  provide  payroll  information  to  your  general  ledger  system 
automatically? 

□ 

□ 

6. 

Are  your  payroll  tax  filings  accurate  and  on  time,  resulting  in  zero 
penalties? 

□ 

□ 

7. 

Does  your  payroll  system  maximize  confidentiality  and  productivity  by 

□ 

□ 

producing  signed  and  self-sealed  checks  and  earnings  statements? 

8. 

Do  you  get  the  management  reports  needed  from  your  payroll  system 

□ 

□ 

delivered  with  your  paychecks? 

9. 

Do  you  have  access  to  your  payroll  and  human  resource  information  for 

□ 

□ 

immediate  reporting  on  your  personal  computer? 

10. 

Is  your  current  payroll  system  cost  efficient,  flexible  and  positioned  to 

□ 

□ 

add  to  your  bottom  line? 

If  The  Answer  is  "No"  To  Any  Of  These, Call  Control  Data  now 
 And  Receive  Up  To  S 1,000  Off  installation!  

[~  1-800-PAYROLL  ~[ 

I     I  would  like  a  free  consultation  with  one  of  your  payroll  experts.  | 

I      Name  Company  ff  Employees  | 

I      Address  City  State  Zip        Telephone  I 

I  CONTROL  DATA  I 

'  P.O.  BOX  20115,  BLOOMINGTON,  MN  55420  ' 

^^Offer  expires  12/5l)/8<)  m\h  | 
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)TELS  MERIDIEN. 


he  style  to  which  you've  become 
^customed  is  ahve  and  well  at 
e  Meridien.  Whether  your  tastes 
in  toward  a  high-powered,  cos- 
opolitan  business  center,  or  a 
ilaxing,  Eden-like  getaway, 
3  Meridien  offers  a  bouquet  of 
ne  perfect  hotels  in  North 
merica  to  pick  from. 


At  each  you'll  bask  in  the 
inimitable  "Meridien  Style."  From 
an  indulgently  complete  health 

MERIDIEN 

Travel  Companion  ol  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 


club  to  artful  regional  cuisine  you'll 
relish  all  the  petals  of  our  perfection. 
A  bouquet  of  this  quality  is  so  rare, 
how  can  you  refuse  it? 

For  reservations  call 
(800)  543-4300  or  your  travel 
planner,  and  don't  forget  to  ask 
about  jfuu'i/a/f^/t ,  our  frequent- 
guest  progiam. 


In  North  America:  Boston  •  Montreal  •  Nassau,  Bahamas  •  New  Orleans  •  New  York  •  Newport  Beach  •  San  Diego  •  San  Francisco  •  Vancouver 


Appreciation  of  detail  results  in  perfection, 
Come  blossom  in  ours. 


[^holographed  in  Nantucket,  Massachusetts 


IF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANC) 

PARTNER  SHOULD  BE  CLOSE  AT  HAND! 

Providing  for  retirement  can  be  an  occupation  i 
in  itselt  But  our  representatives  can  make  the 
job  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-222-2725  Ext.  486  for 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans,  and  401(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way  when  it's  ume  to  finish  working  at 
one  )ob,  you  won't  have  to  start  another. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of  New  England 
Mutual  Life  Insurance  Company,  Boston,  Massachusetts 


VYATT  ONCE  FLEW  SO  FRIENDS  TO  MONACO  FOR  BEER  AND  BARBECUE 


ible  pipeline  that  delivers  gas  from 
'exas  Panhandle  to  the  Rocky 
:ain  region.  Along  the  way,  he 
t  four  refineries,  some  coal  inter- 
1  Utah,  and  a  large  network  of  oil 
salers.  A  few  other  raids  resulted 
,  greenmail  payments.  Then,  in 
with  the  industry  in  turmoil  be- 
of  deregulation  and  sinking  prices, 
ired  American  Natural  Resources 
giant  Midwest  pipeline,  for  $2.45 
.  Driven  by  anr.  Coastal's  cash 
las  doubled,  to  $575  million,  since 
Much  of  it  has  gone  to  pay  down 
ition  debt — about  $1  billion  since 

3n  Wyatt  goes  after  an  acquisition, 
d  President  James  R.  Paul  (page 
ut  on  a  full-court  press.  In  1984, 
lired  detectives  to  trail  Texas  Nat- 
ias  Chairman  Dennis  R.  Hendrix 
'e  days.  Wyatt  swears  that  he  was 
•ying  to  find  Hendrix  to  deliver  the 
•  offer.  Almost  any  company  is  fair 

When  TransAmerican  Natural 
lid  into  Chapter  11  in  1983,  Wyatt 
it  anyhow.  It  owed  him  $1  million. 
'  crafted  a  competing  reorganiza- 
ian  that  would  have  paid  off  credi- 
and  put  him  in  control  of  gas  re- 
■  valued  at  $500  million  or  more. 

dropped  his  plan  after  Trans- 
can  agreed  to  attractive  gas-pur- 


chase and  transportation  contracts.  The 
company  has  since  emerged  from  Chap- 
ter 11. 

After  Wyatt  takes  over,  things  change 
in  a  hurry.  He  runs  one  of  the  toughest 
shops  in  the  business.  Coastal's  Western 
coal  mines  produce  75  tons  per  man, 
nearly  twice  the  industry  average.  And 
the  company's  oil-finding  costs  are  half 
the  industry  average,  while  pipeline  op- 
erating costs  are  40%  lower.  But  execu- 
tive turnover  can  be  high.  Coastal's  re- 
finery business,  for  instance,  has  had 
five  different  top  managers  since  1980. 
"You're  motivated  by  fear,"  gripes  one 
former  manager  who  recently  got  fired. 
"It's  a  pressure  cooker."  Wyatt's  re- 
sponse: "I  don't  put  them  to  any  test  I 
won't  put  myself  to." 
FAST  MOVER.  Wyatt  moves  like  a  whirl- 
wind. He  despises  memos,  red  tape,  and 
yes-men.  Instead  of  formal  meetings 
with  his  underlings,  he'll  swoop  in  for  a 
day  or  two  and  have  a  series  of  quick 
sessions.  Wyatt  will  often  rattle  off  20 
or  30  ideas,  asking  his  managers  to  ex- 
plore each  one,  executives  say.  He  ex- 
pects fast  action:  Tell  him  that  a  project 
is  "on  schedule,"  employees  say,  and  his 
usual  response  is,  "Whose  schedule?" 
When  not  in  meetings,  he's  almost  con- 
stantly on  the  phone — sometimes  one  in 
each  hand.  He  often  bypasses  mid-level 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCLU 
SERVICES  COMPANIES. 

For  more  than  150  years  we 
have  offered  hnancial  security  and 
independence  to  our  clients.  As  our 
clients'  needs  have  grown  and  diver- 
sified, we've  changed  to  meet  them. 
Today  we  are  The  New  England 
-a  broad-based  financial  services 
organization  with  expertise  in  virtu- 
ally every  area  of  financial  manage- 
ment. Concentrating  on  individual, 
small  business,  and  institutional 
insurance  and  investment  needs, 
The  New  England  is  one  of  the 
nation's  top  25  money  managers, 
with  more  than  S50  billion  in  assets 
under  management. 
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New  England  Mutual  Life 

Insurance  Company 
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Insurance  Company 
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The  New  England 
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New  England  Financial  Advisors 
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A legendary  Jaguar  XJ6  for  only  $39,700*  would  be 
wonderful.  But  a  new  XJ6  at  this  price,  with  a  num- 
ber of  very  significant  improvements,  would  be  quite  an 
accomplishment.  Introducing  the  1990  Jaguar  XJ6. 

Our  list  of  improvements  starts  with  the  heart  of  the 
car.  This  new  Jaguar  is  powered  by  a  larger,  4-liter 
engine  that  produces  an  impressive  223  horsepower. 


Of  course,  a  larger  engine  requires  a  transmissio 
that's  up  to  the  task.  Our  new  automatic  transmissi 
not  only  channels  our  powerplants  energies  effor 
lessly,  it  also  features  an  exhilarating  "sport"  mode  th 
produces  the  response  necessary  for  spirited  driving 

For  safer,  surer  stopping  under  all  braking  cond 
tions  we've  installed  a  new  Teves  anti-lock  (ABS)  sy 


^  F   N   n   I   N   r.  Q_F  ART  A   N  rt 


m.  This  new  braking  system  provides  improved  fade 
sistance  and  a  25%  mcrease  in  power  assistance. 

Our  patented  four-wheel  independent  suspension 
ill  give  you  a  smooth,  luxurious  ride,  while  inside 
ir  spacious  cabin  you'll  relax  in  the  rich  warmth  of 
ind-polished  walnut  and  soft,  supple  leather. 

But  perhaps  the  most  distinctive  characteristic 


/I    A    C    H    I    N  E 


touiid  in  every  Jaguai  is  its  styling,  a  design  philoso- 
phy developed  by  a  company  with  a  fifty  year  history 
of  building  one  classic  auloniobile  after  another 

We  invite  you  to  ic^i  drive  a  1990  Jaguar  XJ6  K>r 
your  nearest  dealer,  call  toll-free:  I  800-4  JAGUAR. 

And  at  just  $39,700,  give  thought  to  not  onl>  rais- 
ing your  staiidaids,  but  to  raising  your  spirits  as  well. 
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"New  York. 
It's  not  just  where  I  work, 
it's  where  I  belong" 

The  energy  of  New  York,  the  pace,  the  excitement.  You  want 
to  be  in  New  York,  but  running  a  business  here  can  be  tough. 

Con  Edison  understands.  So  we  developed  Project  Appieseed. 
If  you  start,  relocate  or  expand  your  business  in  certain  areas  of 
New  York  City  and  Westchester  County  you  could  be  eligible  for 
reductions  of  up  to  30%  on  your  electric  bills  and  21%  on  your 
gas  bills. 

And  you  could  qualify  for  further  electric  and  gas  savings 
through  New  York  City's  own  Energy  Cost  Savings  Program. 

Project  Appieseed.  Because  we  want  your  business.  Here. 
In  New  York.  For  more  information,  call  John  Manak  at 
(212)  460-4000,  or  write  tohimat  Con  Edison,  Area  Development, 
4  Irving  Place,  New  York, 


New  York  10003. 


PROJECT 
APPLESEED 


THE  ENERGY  OF  NEW  YORK 


Our  performance 
speaks  for  itsetf. 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  September  30,  1989 

52.2'  22.3  2ar  28.1' 


1  Year 


5  Years 


10  Years 


15  Years 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performaiire.  Investment  return 
and  prineipal  value  will  fluetuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  For  complete  information 
about  Twentieth  Century,  including  charges  and  expenses, 
call  toll-free  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


P  O.  Box  419L'()0,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 


executives  and  calls  directly  to  field  ■- 
fices  to  check  on  operations.  Says  Bi- 
nie  B.  Swearingen,  Wyatt's  third  wii: 
"  'Calm'  is  not  in  his  vocabulary." 

He  takes  an  unorthodox  approach  d 
operations,  too.  While  most  major  relr 
ers  run  their  plants  year-round,  Wyt 
operates  his  only  when  he  can  mi: 
money.  If  crude  becomes  too  expensi 
he'll  shut  down  his  refineries  and  t, 
products  for  his  gas  stations  from  o 
side.  Even  when  he's  running  eve 
thing,  he  only  produces  about  41%  of  I 
average  of  830,000  barrels  of  gasol 
and  petroleum  products  he  sells 
day.  The  rest  he  buys  on  the  spot  m 
ket,  from  other  refiners,  or  traders, 
juggles  millions  of  barrels  of  crude 
year,  always  trying  to  figure  out  whe 
er  to  resell  it  for  a  profit  or  run 
through  the  plants.  To  keep  expandii 
Wyatt  hopes  to  sell  a  50%  interest  in 
refining  and  marketing  operations 
one  of  several  major  oil-producing  coi 
tries.  Such  a  deal  could  raise  as  much 


Wyatt  has  an  inside  pipelin( 
to  unconventional  suppliers| 
such  as  Libya,  dealing  throu^ 
tliird-party  companies 


$800  million.  With  a  giant  oil  produ( 
behind  him,  offering  a  steady  source 
crude,  Wyatt  hopes  Coastal  woi 
emerge  as  a  refining  powerhouse. 

Wyatt  keeps  up  on  the  world  ener 
market  through  his  vast  internatioi 
connections.  He's  good  friends  with  si 
eral  OPEC  ministers  and  many  trade 
At  cartel  meetings,  he  can  be  seen  h( 
nobbing  with  big  oil  types,  lining 
deals  and  gathering  information.  ' 
knows  them  all,"  says  John  B.  Conna 
Jr.,  former  Treasury  Secretary  and 
Coastal  director.  "He  knows  more  abc 
the  world  oil  situation  than  anyon 
Wyatt  also  has  a  rare  pipeline  to  unc( 
ventional  suppliers,  such  as  Libya. 
ASSURED  PROFIT.  In  one  deal  from 
years  ago,  he  paid  $45  million  for 
Exxon  refinery  in  Hamburg,  West  G 
many.  The  plant  was  losing  money,  I 
Wyatt  worked  out  a  transaction  wh( 
Libya  would  supply  crude  for  him  a1 
price  that  assured  the  refinery  a  pro: 
In  return,  Libya  would  later  gain  a  n 
jor  interest  in  the  plant.  Wyatt  argi 
that  the  deal  is  legal  because  his  forei 
unit  is  exempt  from  U.  S.  sanctions. 

Back  home,  Wyatt  is  trying  to  ma 
Coastal  a  better  natural-gas  market 
He  has  added  hundreds  of  sales  i 
marketing  people  in  the  last  three 


Ricoh 

^Vhere  Imagination  Becomes  Reality 


FAXIOOOL 


Imagination  creates  the  blueprint  for 
reality.  For  over  50  years,  Ricoh  has  been 
using  its  imagination  to  make  a  wide  range  of 
innovative  products  become  a  reality  Our  passionate 
commitment  to  research  and  development  has  led  to  more 
than  2,000  international  patents.  Plus  breakthroughs  in  fields 
as  diverse  as  image  processing,  digital  communications,  cus- 
tomized semiconductors,  and  artificial  intelligence. 

Cmrent  realization  of  Ricoh's  imagination  lives  in  our  high 
speed  digital  fax  machines  and  copiers.  Not  to  mention  our  new  Digital 
Intelligent  System— which  unites  fax,  copier  and  printer  technologies  in  one 

machine.  Such  advanced  office  equipment  allows 
you  to  put  your  imagination  to  work  on  running 
'  your  business  instead  of  your  office. 

Transforming  imagination  into  reality  has 
fueled  Ricoh's  rise  into  the  top  200  of  the 
FORTUNE  International  500.  Because  when 
you  create  the  products  of  imagination  busi- 
nesses need,  success  becomes  a  reality. 


DS320* 

Digital  Intelligent  System 


FTSSQO* 

High  Performance  Copier 


*  Shown  with  optional  equipment 
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The  Power 
of  Ideas: 

Merchant 
Banking. 


QFE  Partners 

'  ne-u}l\-fvrmed partmnhip  or^amzfJ  by  affiliates  of 
ntum  Cht-miij/  Corporalion  and  CS  Fin/  Boston.  Inc. 

has  acquired 

Petrolane,  Inc. 

and 

Petrolane  Partners,  L.R 


$1,000,000,000 
QFB  Partners 

Merchant  Banking  Bridge  Faciliry 

$570,000,000 
QFB  Partners 
Petrolane  Gas  Service  Limited  Partnership 
Senior  Secured  Banlv  Debt 


$200,000,000 

QFB  Partners 

$75,000,000 
Senior  Secured  Notes  Due  1998 


Petrolane  Gas  Service  Limited  Partnership 

$125,000,000 
Senior  Secured  Notes  Due  1999 


A  transaction  as  complex  as  the  one  on  this  page 
equired  a  partner  that  delivered  on  every  front:  with 
creative  ideas,  with  capital,  and  with  commit- 
ment. The  kind  of  commitment  that  provided 
over  $1  billion  of  financing  in  48  hours. 

When  Quantum  Chemical  Corporation 
sought  a  partner  to  join  it  in  acquiring  the 
propane  distributor,  Petrolane,  it  had  that 
partner  in  First  Boston. 

There  was  already  another  bid  for 
Petrolane  on  the  table,  however,  so  our  acqui- 
sition bid  had  to  be  structured  and  financed 
in  record  time. 

Our  experience  with  the  propane  indus- 
try and  our  long-standing  relationship  with 
Quantum  gave  First  Boston  a 
unique  understanding  of  the 
operating  synergies  between 
Petrolane  and  Quantum's  Sub- 
urban Propane  division.  We 
created  a  stand-alone  joint 
venture  partnership  with 
Quantum  to  capture  these  ben- 
efits. In  48  hours.  First  Boston 
committed  to  $1  billion  in  bridge 
financing  and  a  $90  million 
equity  investment  which  pro- 
duced the  winning  bid. 

Just  seven  weeks  after  the 
bridge  financing  was  funded. 
First  Boston  completed  the 
long-tenn  financing  including  a 
bank  credit  fecility,  senior  note 
placements,  and  a  high-yield 
debt  offering. 

Creativity.  Capital.  Com- 
mitment. Execution.  Each  of 
them  essential  to  turn  strategic 
ideas  into  successful  results. 


NEW  ISSUE  September  27,  1989 

$375,000,000 

Petrolane  Gas  Service  Limited  Partnership 
Petrolane  Finance  Corp. 
13'4?5  Senior  Subordinated  Debentures  Due  2001 


The  Fmt  Boston  Corporotwn  actfd as  ativiier  to  QFB  Partners  Iti  affiltate.  FB  Pet.  L  P.  is  an  equity  investor  in  QFB 
Partners,  and  First  Boston  Securities  Corp  committed  to  and  purchased  the  Funding  Notes  in  the  .Merchant 
Banking  Bridge  Facility  The  First  Boston  Corporation  arranged  the  placement  of  the  Senior  Secure  I  Bank  Deht. 
arranged  the  direct  placement  of  the  Senior  Secured  Notes,  and  underwrote  the  Senior  Subordinated  Debentuies 


First  Ideas, 
Then  Results. 

©  First  Boston 


A  CS  First  Boston  Company 


en  the  winds  of  change  stir 
the  economy,  a  corporation  can 
maintain  its  momentum  if  it 
easures  each  step  carefully. 
Fbr  100  years,  in  even  the  most  unsettling 
conditions,  The  Thoroughbred  and  its  predecessor 
companies  have  done  more  than  just  keep  their  balance. 
In  1988,  the  nation's  most  efficient  major  railroad  system 
adroitly  moved  on  to  new,  higher  ground. 

It  was  a  record  year.  Increases  in  traffic,  higher 


revenue  yields  and  cost  reductions  resulted  in  net  income 
of  $635  million.  With  revenues  of  over  $4  billion  and  assets 
of  over  $  10  billion,  Norfolk  Southern  stands  on  very  solid 
footing.  The  Thoroughbred's  marketing  flexibility  and 
aggressive  capital  improvements  program  position  it  firmly 
for  the  future. 

Clearly,  management  can  negotiate  changing  terrain 
and  still  stay  a  step  ahead. 

^1     '       '  =11  NORFOLK 

SOUTHERN 


© 1989,  Norjblk  Southern  Corporation,  Three  C(mimercialPUux,IV€trfalk,V^ 
Norfolkand  Wbstem  Railway  Citmparty,  SotUbemBaibvay  Company,  and  North  American  Vanlines,  Inc.  are  subsidiaries  of  Norjblk  Southern  Corporation. 


The  1990s 
are  here. 

Are  you  ready? 


Business  growth  in  the  1990s  will  depend  on  identifying 
new  and  profitable  markets  —  at  home  and  abroad. 

That's  why  executives  in  industry,  finance,  and  government 
worldwide  turn  to  DRI/McGraw-Hill.  the  leader  in  market  planning 
for  the  1990s. 


We  work  with  clients  to: 

•  Identify  growth  markets 

•  Measure  sales  performance 

•  Control  costs 

•  Locate  facilities 


•  Leverage  financial  assets 

•  Evaluate  acquisitions 

•  Set  prices 

•  Assess  policy  impacts 

Our  approach  is  successful  because  it  links  demand  for  your 
products  and  services  to  the  key  factors  affecting  your  markets. 

To  get  ready  for  the  1990s,  call 
for  DRI's  brochure  on  managing  for 
growth  at  800/541-9914  (in  Canada, 
call  416/961-9323).  Or  complete 
the  coupon  below. 


r 


Send  me  your  brochure 
on  managing  for  growth 
m  the  1990s. 


Name 
Title  _ 


Organization 


Address  , 


City 


State  , 


Zip  . 


Telephone 


Mail  to:  DRI/McGraw-Hill  24  Hartwell  Avenue  Lexington.  MA  02173  , 
I  I 


DRI/McGraw-Hill 


Atlanta  •  Boston  •  Chicago  •  Houston  •  Lxis  Angeles 
New  York  •  Philadelphia  •  San  Francisco  •  Stamford  •  Washington,  D  C. 
Brussels  •  Frankfurt  •  London  •  Milan  •  Pans  •  Toronto 


four  years,  and  he  has  begun  promotit- 
new  services,  such  as  gas  storage.  B 
some  customers  say  the  company  sit 
has  a  few  things  to  learn  about  marki- 
ing.  For  one,  its  prices  in  the  Midwt 
are  a  good  10'a  higher  than  some  oth 
pipelines.  Complains  Alfred  R.  Glaii 
III,  chairman  of  Michigan  Consolidat 
Gas  Co.:  "Everything  they  do  is  botto 
line-oriented."  Wyatt  doesn't  see  a 
thing  wrong  with  that.  "We're  not  r 
ning  a  popularity  contest,  just 
profitability  contest,"  he  says,  using  o 
of  his  favorite  expressions. 

Concerns   about  the  environme 
should  help  his  chances  in  that  conte 
"Clean-burning"  gas  is  expected 
emerge  as  the  fuel  of  choice  in 
1990s.  And  Wyatt's  low-sulfur  c 
should  be  an  attractive  future  source 
utilities  and  heavy  industries.  Wya 
weak  link  could  be  Coastal's  refineri 
The  government  is  cracking  down  on 
finers  by  introducing  new  emission  st 
dards  for  gasoline.  But  he's  working 


'We're  not  running  a 
popularity  contest,'  Wyatt  i 
fond  of  saying.  'Just  a 
profitability  contest' 


get  around  that,  too.  In  October, 
signed  an  agreement  to  buy  an  old  rel 
ery  in  Aruba.  Exxon  shut  it  down  ye; 
ago,  but  Wyatt  thinks  he  can  use  it 
"desulfurize"  crude,  which  he  could  tl . 
run  through  his  refineries.  The  step  \ 
save  millions  on  new  equipment, 
says. 

If  stronger  demand  for  gas  does  m;i 
rialize,  there  are  two  ways  Wyatt  <; 
cash  in.  His  pipelines  will  be  able  t 
charge  more  for  the  gas  they  move,  an 
he  will  be  able  to  get  more  for  his  o : 
production.  With  gas  selling  for  Ic 
than  the  equivalent  of  $10  for  a  barrek 
crude,  or  about  half  the  price  of  cru'^ 
he  has  been  sitting  on  thousands  ■ 
wells.  Wyatt  says  he  is  ready  to  dou  > 
Coastal's  production  immediately  wl 
prices  move  up. 

TWO-WAY  RACE.  Expanding  his  pipel, 
network  won't  be  so  easy.  His  propo: 
$680  million  Wyoming-to-Southern  C^ 
fornia  line  is  directly  competing  witli 
other  planned  project,  led  by  Teniit 
and  there's  only  room  for  one.  It't 
close  race,  with  both  sides  alrei| 
scrambling  to  sign  up  customers.  Anc 
er  of  Wyatt's  projects,  a  $280  mill 
pipeline  that  would  haul  gas  down  fr 
Canada  to  New  England,  is  struggl 
for  lack  of  suppliers  even  before 


Pf 


HERE  ARE  32  WAYS  TO  STOP  A  SA 


EFORE  OUR  TELEVISIONS  LEAVE  THE  SAMSUNG;  FACTORY,  WE  PERFORM  A  BATTERY  OF  RIGOROUS 


DUALITY  TESTS.  THAT'S  WHY  OUR  TELEVISIONS  CAN  STAND  UP  TO  ANY  PUNISHMENT  YOU  CAN  DISH 
DUT.  WITH.  PERHAPS.  A  FEW  EXCEPTIONS  '  ALMOST  INDESTRUCTIBLE.  cgSAMSUNG 

THE  FUTURE  OF  ELECTRONICS 


If  you  think  only  one  office  typewriter  company  has 

all  the  marbles. 


hink  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
pewriters  by  developing  a  full  line  of  sturdy,  reliable  machines  with  superb  electronic  features.  Canon 
elongs  in  your  circle  of  consideration. 

Our  Custom  Series  typewriters  let  you  mix  and  match  features — memory  size,  type  of 
isplay,  etc.  You  custom  design  the  perfect  typewriter  for  each  workstation. 

Canon  typewriters  are  easy  to  learn  and  easy  to  use,  making  corrections 
iid  text-editing  a  snap.  Plus,  they're  exceptionally  quiet.  ir:::.. 

And  we  provide  a  comprehensive  service  and  support  system,  with 
network  of  over  700  fully  trained  dealers  nationwide. 

So  before  you  make  up  your  mind  about  which  office 
pewriters  to  buy,  think  again.  Think  Canon. 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot. 
3r  more  information,  call  1-800-453-1900.  Or  check  the  yellow 
ages  for  the  Canon  dealer  nearest  you.  SB  'sxrssS£.''i^,'-^' 

Cinoii  USA   inc  .  OneC*non  Plaza  LaM  Success  NY  11* 


Canon 

THINK  AGAIN.  THINK  CANON 


IS  THIS  HOW  YOU  LOOK  TO 
A  CORPORATE  RAIDER? 


Should  \()ui  compain  c\ei  become  tlie  target  ot  a  takeover  attempt, 
vou  might  want  to  keep  something  in  mind,  .\ccording  to  the 
calculations  of  one  of  our  own  competitors,  in  1988  .Salomon 
Brothers  compiled  the  best  record  of  takeover  defense  in  the  invest- 
ment banking  industrv. 
That.  f)f  course.  ma\  not  keep  a  raider  awav  from  \cnir  door. 
But  it  might  \sell  keep  him  awa\  from  Nour  business. 


Salomon  Brothers 


•  FT 


ioves  off  the  drawing  boards.  One  ma- 
ir  co-sponsor,  a  unit  of  Panhandle  East- 
•n  Corp.,  pulled  out  of  the  project  on 
ct.  18. 

There's  another  problem:  With  the  ex- 
;ption  of  California,  these  projects 
ould  allow  Wyatt  to  move  only  into  the 
itskirts  of  some  big  markets.  He  would 
,111  have  to  transport  gas  over  the  final 
liles  through  another  big  pipeline.  That 


could  put  him  at  a  disadvantage  against 
such  big  lines  as  Panhandle  Eastern  and 
Transco,  which  already  reach  these  mar- 
kets. Notes  analyst  Fleischer:  "To  really 
get  into  the  markets.  Coastal  needs  an 
acquisition."  There's  no  doubt  that  the 
notion  has  already  crossed  Oscar  Wy- 
att's  mind. 

By  Mark  Ivey  in  Houston,  with  John 
Rossant  in  Rome 


WORKING  FOR  WYATT  IS  THE  NEXT  BEST 
THING  TO  THROWING  BEANBALIS 


James  R.  Paul  was  a  star  pitcher  on 
Wichita  State  University's  baseball 
squad,  and  he  even  got  a  tryout 
with  a  couple  of  major  league  teams. 
Now  55,  he  gets  his  competitive  thrills 
in  business,  as  president  of  Coastal 
Corp.  But  as  much  as  he  enjoys  slug- 
ging it  out  in  the  oil  field,  Paul  some- 
times misses  the  field  of  dreams.  "I'd 
still  like  stepping  up  to  the  mound  and 
throwing  at  someone's  head,"  he  says 
with  a  laugh. 

Small  wonder  Paul  has  done  so  well 
at  Coastal.  While  he  may  lack  the  flam- 


PAUU  "THIS  USED  TO  BE  A  GENTLEMEN'S  CLUB" 


boyance  of  Chairman  Oscar  Wyatt  Jr., 
Paul  certainly  shares  his  feistiness. 
And  now  Wyatt  is  about  to  reward  his 
right-hand  man  with  a  new  title:  chief 
executive  officer. 

POINT  MAN.  The  promotion,  scheduled 
for  November,  wall  not  affect  their 
roles,  Wyatt  says.  He's  the  big-idea 
man,  Paul  is  the  implementer.  Paul 
runs  daily  operations  and  has  become 
Wyatt's  point  man  on  raids.  He  led  the 
successful  American  Natural  Re- 
sources Co.  takeover  in  1985,  as  well  as 
this  year's  rejected — but  profitable — 
attempt  to  snag  Texas  Eastern  Corp. 
Paul  has  also  been  responsible  for 


many  important  financial  maneuvers. 
Since  buying  anr,  he  has  used  cash 
flow  to  help  lop  off  $1  billion  of  debt. 
At  his  urging.  Coastal  was  one  of  the 
first  major  companies  to  buy  back  its 
own  stock  after  the  1987  crash — and 
one  of  the  first  to  float  a  stock  issue 
after  the  market  revived.  Paul  also  got 
Coastal  to  sell  a  portion  of  its  most 
recent  stock  offering  in  Japan.  It  sold 
out — a  rarity  for  a  company  not  listed 
on  the  Tokyo  stock  exchange.  Thanks 
partly  to  Paul,  Coastal's  Colorado  In- 
terstate Gas  Co.  subsidiary  began 
slashing  expenses  in  the  ear- 
ly 1980s,  getting  a  jump  on 
competitors. 

Paul,  who  rarely  loses  his 
cool,  complements  Wyatt's 
often  blustery  temperament. 
But  Paul  can  be  just  as  or- 
nery. When  things  aren't 
clicking,  he'll  call  managers 
on  the  carpet  and  grill  them 
until  he  finds  out  why.  He 
motivates  through  stock  bo- 
nuses, too.  Employees  control 
some  25%  of  Coastal's  stock. 

After  graduating  from 
Wichita  State,  Paul  held  fi- 
nancial jobs  at  Boeing,  Peat 
Marwick,  and  a  Houston 
trucking  outfit.  He  joined 
Coastal  as  treasurer  in  1972, 


when  Wyatt  bought  Colorado  Inter- 
state Gas,  where  Paul  worked.  "I  liked 
C/oastal's  aggressive,  can-do  attitude," 
he  says.  He  became  chief  financial  offi- 
cer in  1981  and  president  in  1984. 

The  industry  looks  a  lot  different 
these  days.  "This  used  to  be  a  gentle- 
men's club,"  he  recalls.  "You  just  sat 
back  and  waited  for  customers  to  call." 
Deregulation  has  changed  all  that.  But 
Paul  says  he  enjoys  the  more  competi- 
tive environment,  and  he  thinks  Coast- 
al has  the  spirit  to  keep  succeeding. 
He's  talking,  figuratively,  about  a  fast- 
ball high  and  inside. 

By  Mark  Ivey  in  Houston 


Pass  along  an 
heirloom  more 
valuable  than  gold. 

Life. 

When  you  make  a  bequest 
to  the  American  Heart 
Association,  you're  passing 
along  a  precious  legacy.  The 
gift  of  life.  That's  because 
your  contribution  supports 
research  that  cou'd  save  your 
descendants  from  America's 
number  one  killer. 

What's  more,  your  gift  doesn't 
have  to  diminish  the  estate 
you  leave  to  your  family.  It 
may,  in  fact,  reduce  estate 
taxes  and  current  taxes  as 
well. 

To  learn  more  about  the 
Planned  Giving  Program,  call 
us  today.  It's  the  first  step  in 
making  a  memory  that  lasts 
beyond  a  lifetime. 


American  Heart 
Association 


This  space  provided  as  a  public  service. 
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An  IBM  AS/400  mid- 
range  computer  runs 
over  5000  applications 
to  help  you  run  yriiir 
kind  ofbusiness. 


\e{  YOU  hear  things  hke.  "h'< 
the  perfect  iji\entor\  package  for 
small  business."  a-  ii  imentories 
of  car  dealers,  grocers  stores  and 
real  e.-tate  brokers  had  much  in 
common. 

So.  when  we  talk  about  our 


The  IBM  AS/4U()  runs  over  5.0U. 
applications,  so  the  first  order  off 
business  is  choosing  the  one  tha? 
best  for  \  ou. 

Retailers,  manufacturers, 
distributors,  law  firms,  banks, 
school  lx)ards.  xou  name  it.  can 
The  last  thing  a  -mall  bu>i-     .A^jplication  Svstem/KlO.  the  ques-  all  find  powerful.  jjro\en  AS/40( 


ness  needs  is  a  comjjuter  .solution  tion  "\\  hat  do  vou  do.'"  comes 
based  on  the  idea  of  smallness.       wav  before  "How  big  are  vou.''' 


software  designed  to  meet  their 
special  needs. 


"Source  Se-raSOOO  DataBase  c 


•atiori  IBt/  s a  regstereCtradeiTarKa'.J  Application Sy5iem/400iS a trademarVoS  SMC" 


And  no  matter  how  big  your 
/\S/400  gets  (from  a  few  users  to 
hundreds),  the  software  you 
started  with  will  always  be  able  to 
serve  you. 

Whats  more,  an  AS/400  is 
easy:  to  learn,  to  use  and  (starting 
around  $25,000)  to  pay  for. 
Which  helps  to  explain  why  in  a 
major  survey  of  midrange  system 


owners,  the  AS/400  users  showed 
the  highest  level  of  satisfactionr 

lb  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  Its  the 
solution  that  recognizes  what  all 
small  businesses  have  in 

common.  

They're  all  z. 
different. 


riw  AS/Wi)  M„d,  l  ISIO  is yiis(  „i  <  r  -'>■«•(  lull. 
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BOB  ALLEN  IS  TURNING  AT&T 
INTO  A  LIVE  WIRE 


ALLEN:  SQUEEZING  THE  FLAB  OUT  OF  AT&T'S  BUREAUCRACY  AND  GIVING  MANAGERS  MORE  AUTONOMY 


Ken  Bertaccini  remembers  the 
dark  days  well.  It  was  late  1984, 
almost  a  year  after  the  breakup 
of  American  Telephone  &  Telegraph  Co. 
The  company's  Con.sumer  Products  Div., 
where  Bertaccini  toiled  as  operations 
chief,  was  taking  on  water.  Consumer 
Products  seemed  to  embody  ever\'thing 
that  was  wrong  with  .A.T&T:  Its  stodgy 
bureaucracy  and  lackluster  product  line 
were  ceding  the  market  for  residential 
phones  to  quick-thinking  rivals.  Losses 
at  Consumer  Products  were  in  the  eight 
digits,  and  AT&T's  board  was  angry.  It 


ordered  Bertaccini  and  his  boss,  William 
Warwick,  to  either  turn  the  division 
around  or  get  out  of  the  business. 

To  Bertaccini,  who  now  runs  Consum- 
er Products,  it  was  unthinkable  that  the 
company  that  grew  from  Alexander  Gra- 
ham Bell's  invention  113  years  ago 
would  stop  making  phones.  Determined 
to  avoid  that,  he  and  Warwick  slashed 
the  division's  bureaucracy,  reducing  sev- 
en layers  of  management  to  four.  They 
also  moved  manufacturing  offshore. 
And  in  less  than  two  years,  AT&T  Con- 
sumer Products  became  the  industrv's 
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Though  problems  remain,  he's  injecting  a  new  aggressiveness  into  its  corporate  culture 

most  ferocious  competit* 

More  than  that,  it  has 
come  a  model  of  sorts 
the  business  and  cultui 
changes  that  Chairman  R( 
ert  E.  Allen  is  trying 
bring  to  all  of  AT&T.  In  sor 
respects,  AT&T  has  ma^ 
great  strides  under  Alk 
who  took  over  in  April,  19J 
after  the  sudden  death 
James  E.  Olson.  In  the  thi 
quarter,  ended  Sept 
.a.t&t's  profits  jumped  19 
thanks  to  new  products  ai 
Allen's  cost-cutting.  Thf 
has  pleased  Wall  Stree 
which  has  bid  AT&T's  st0( 
up  to  about  44  from  27  whi 
Alien  became  chairman. 
NEW  SPIRIT.  Nonetheless,  t\ 
company  is  still  strugglin 
under  a  top-heaw  burea 
cracy  just  as  competition 
getting  nasty.  AT&T's  thir( 
quarter  revenues,  in  fac 
rose  by  only  1%,  as  its  6.4' 
growth  in  long-distance  re 
enues  barely  offset  a  3.6' 
decline  in  equipment  sal 
caused  by  price  wars,  partii 
ularly   for   office  phon 
switches  (PBXs).  Orders  als 
have  turned  soft  for  bi 
phone  gear  from  AT&T's  bes 
customers,  the  seven  regior 
al  Bell  phone  companies.  A 
though  AT&T's  compute 
business  may  cut  its  lossei 
to  aboui  $50  million  thi 
year  and  could  break  even  ii 
1990,  its  performance  remains  anemic 
Meanwhile,  it  will  be  several  years  be 
fore  AT&T's  costly  push  into  the  interna 
tional  phone  equipment  market  offsets 
the  damage  its  foreign  rivals  are  begin 
ning  to  inflict  in  the  U.  S. 

To  Allen,  these  problems  make  it  im 
perative  that  AT&T  slim  down  and  lean 
to  scrap — fast.  "We  have  to  flatten  th 
structure  and  get  top  managers  closer  to 
the  customer,"  he  says.  To  achieve  that 
he's  squeezing  the  flab  out  of  AT&T*: 
management  structure.  He's  giving  low- 
er-level managers  more  autonomy.  And 
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is  quietly  replacing  old-guard  bu- 
:ucrats  with  militants.  These  in- 
de  vets  such  as  Warwick,  who 
IV  runs  AT&T  Microelectronics, 
d  Bertaccini — and  newcomers 
;h  as  Tom  Wajnert,  who  heads  up 
feT  Credit  Corp.,  a  leasing  subsid- 
y  that  also  offers  financing  to 
feT  customers.  Says  Jack  B.  Grub- 
,n,  telecommunications  analyst  at 
ineWebber  Inc.:  "The  hawks  have 
;en  over." 

A'ith  a  vengeance.  Last  Decem- 
r,  after  months  of  planning,  Allen 
rned  AT&T's  structure  upside 
wn.  He  carved  AT&T  into  19  busi- 
ss  units.  And  he  took  decision- 
iking  for  everything  from  pricing 
marketing  to  new  products  away 
)m  about  15  division  and  group 
iefs  and  handed  it  to  the  business 
iit  presidents — the  militants, 
i^e're  getting  rid  of  the  inhibitors, 
e  types  that  say,  'Driver,  don't 
ke  that  turn  too  fast,'  "  adds  Rob- 
t  S.  Russell,  vice-president  for  in- 
rnational  marketing  at  AT&T  Net- 
)rk  Systems.  "I  can't  stomach 
em.  I  would  rather  have  the  driv- 
s  working  for  me." 
fAYiNG  THE  COURSE.'  Even  staid 
'&T  Bell  Laboratories  is  getting 
.dical.  For  instance,  the  venerable 
search  unit  will  now  assign  a 
anager  and  a  crew  of  engineers  to 
ich  business  unit  and  tie  some  of 
le  managers'  annual  compensation 
I  the  unit's  sales  performance.  The 
ea  is  to  force  the  Labs  into  creat- 
g  more  marketable  designs  and  to 
it  the  time  it  takes  to  bring  out 
roducts.  John  Davis,  vice-president 
C  government  systems  at  Bell 
abs,  says  this  won't  affect  pure 
isearch.  "I  want  to  increase  the 
isearch  budget,"  he  adds.  But  it 
asn't  long  ago  that  Bell  Labs  engi- 
2ers  could  argue  over  whether  to 
svelop  a  new  system  or  software 
)r  another  division.  Not  anymore, 
lys  Davis:  "Hell,  if  we  do  that, 
Ulen]  will  break  us  up." 
That  proposition,  unthinkable  even 
vo  years  ago,  underscores  the  depth  of 
lange  that  Allen  is  seeking — and  the 
lagnitude  of  his  challenge.  Altering  a 
alture  as  entrenched  as  AT&T's  is  like 
at-skiing  an  avalanche:  the  slightest 
liscalculation,  and  the  mountain  can  fall 
n  you.  In  the  past  18  months,  Allen  has 
)iled  to  win  over  a  work  force  shell- 
hocked  by  AT&T's  breakup,  two  reoiga- 
izations,  75,000  layoffs  and  early  retire- 
lents,  and  the  death  of  the  charismatic 
Hson.  A  failure  could  lead  to  chaos,  but 
illen  isn't  wavering.  "It's  not  going  to 
ail,"  he  says.  "We're  staying  the 
ourse." 

Allen's  lever  for  avoiding  a  mess  is  to 
lake  employees  feel  that  they  have  a 


AT&rS  REBOUND 

RISING  REVENUES  IN 
KEY  BUSINESSES... 


SALES  OF  EQUIPMENT  AND 
LONG-DISTANCE  SERVICES 


A  BILLIONS  Of  DOLURS,  EXCLUDES  RENTALS 


...PLUS  BETTER 
OPERATING  MARGINS... 


...HAVE  PUT  AT&T 
IN  THE  FAST  LANE 


A  CLOSE  OE  QUARTER  PRICES 

DATA:  PAINEWEBBER  INC.,  COMPANY  REPORTS 


personal  stake  in  the  new  organization. 
Both  managers  and  employees  have 
more  power  over  the  businesses  they 
run.  And  the  19  business  units  have  in- 
centives, too.  They'll  prosper  only  by 
working  more  closely  tlian  ever  on  cus- 
tomer accounLs — ancl  by  hustling  to  sell 
to  each  other.  If  one  unit  can't  deliver  an 
order  on  time  to  another,  at  a  competi- 
tive price,  then  the  other  can  go  to  an 
outside  supplier.  "They're  starting  to 
discuss  the  undiscussables,"  says  David 
Nadler,  president  of  New  York-based 
Delta  Consulting  Group,  which  helped 
Allen  devise  AT&T's  new  plan. 

For  instance,  AT&T  is  relying  on  newer 
units  such  as  AT&T  Credit  Corp.  to  teach 
it  about  innovation.  AT&T  Credit  eschews 


most  executive  titles,  preferring  to 
rely  on  teams  of  workers.  It's  no- 
table that  two-thirds  of  the  subsid- 
iary's 1,200-member  work  force 
started  their  careers  outside  the 
Bell  System,  including  Wajnert, 
who  joined  AT&T  from  U.  S.  Leas- 
ing in  1984  to  start  AT&T  Credit. 
From  a  standing  start,  in  five 
years,  AT&T  Credit  has  become  the 
13th-largest  leasing  company  out 
of  about  1,500  in  the  country,  with 
$3  billion  in  assets  and  profits  that 
surpass  107'  of  revenues. 

Consumer  Products  shows  how 
far  Allen  will  go  in  pursuit  of  such 
results.  Warwick  and  Bertaccini 
scrapped  half  the  division's  prod- 
uct line  and  shut  half  of  its  950 
phone  stores.  Bertaccini  also  laid 
off  10,000  workers — many  of 
whom  left  AT&T  when  he  moved 
manufacturing  to  Singapore.  The 
two  also  carved  Consumer  Prod- 
ucts into  several  profit-and-loss 
centers,  each  with  its  own  chief. 
Each  "strategic  business  unit" 
was  organized  as  a  stand-alone 
business  in  charge  of  its  own  prod- 
uct management,  R&D,  and  mar- 
keting. Within  two  years.  Consum- 
er Products  had  a  new  lineup  of 
phone  products  and  was  one  of 
AT&T's  three  most  profitable  units. 
Since  1985,  its  sales,  assets,  and 
profits  have  tripled,  along  with 
AT&T's  shares  of  the  cordless- 
phone  and  answering-machine 
markets. 

PASSION  FOR  WINNING.  It  was  with 
such  goals  in  mind  that  Allen  be- 
gan planning  what  he  calls  AT&T's 
"new  direction"  in  the  fall  of  1988. 
To  start,  he  made  numerous  visits 
to  AT&T  operations,  noting  flaws  in 
plants,  research  facilities,  and  net- 
work service  centers.  From  these 
meetings,  and  from  interviews 
with  his  senior  managers,  Allen 
says  he  got  a  profound  sense  of 
AT&T's  problems  and  how  to  fix 
them.  AT&T's  managers  and  work- 
ers were  averse  to  conflict  and  competi- 
tion. In  many  ways,  they  couldn't  help  it. 
They  had  prospered  in  a  monopoly  creat- 
ed by  the  so-called  Kingsbury  Commit- 
ment of  1913,  in  which  AT&T  founder 
Theodore  Vail  got  the  U.  S.  government 
to  declare  AT&T  a  regulated  trust  in 
phones  if  it  divested  its  telegraph  hold- 
ings. Such  a  culture  couldn't  survive  in 
an  era  of  swashbuckling  competitors 
such  as  MCI  Communications  Corp.  and 
Northern  Telecom  Inc. 

By  October,  1988,  Allen  was  ready  to 
act.  Assembling  his  top  officers,  includ- 
ing Vice-Chairman  Randall  Tobias,  he 
plotted  strategy.  Then  he  sat  down  one 
Saturday  at  home,  took  out  a  yellow 
pad,  and  penned  a  five-point  statement 
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Call  it  feelin'g.  Or  instinxt. 
It  lets  you  know  immedlately  when 
something  is  right. 

The  new  929  S  has  been  engineered 

TC  PRODUCE  such  A  FEELING.  ExQUTSITELY 
CRAFTED  WTTH  AMENITIES  THAT  CONSTANTLY 
REMIND  YOU  OF  THE  SPOILS  OF  LUXURY,  THE 


929  S  TRULY  QUALIFIES  AS  A  LUXURY  SEDAN. 

But  THE  SENSATION  OF  DRIMNG  A 
929 S  IS  WHAT  ELE\'ATES  THIS  CAR.  PoWEREE 
BY  A  3.0'LITRE  \'6,  AND  WITH  STANDARD  .A>sIT 

LOCK  BiUAKE  System  (.absi,  929  5  offers  ; 

THE  KIND  OF  HANDLING  AND  PERFORMANCl 
USUALLY  RESER\'ED  FOR  CARS  THAT  HAVE 


Somewhere  Between 
Your  Head  And  Heart  Exists 
The  Perfect  Luxury  Car. 


HE  WORD  "sport"  IN  THEIR  NAME. 

^  And  because  the  driver's  feelings 
.re  actually  incorporated  into  the 

ARS  DESIGN,  THE  MaZDA  929  S  OFFERS  AN 
XPERIENCE  SO  FREE  OF  STRESS  IT  MAY  MAKE 
OU  WONDER  IF  ITS  RESPONDING  TO  YOUR 
OUCH,  OR  TO  YOUR  THOUGHTS. 


So  COME  TEST  DRIVE  THE  929  S.  AnD 

feel  a  lap  of  luxury  defined  by  more 
than  just  the  softness  of  its  leather. 
For  more  information  call  800-424-0202. 


It  Just  Feels  Right. 
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nformation  Processin 


of  direction.  AT&T,  he  wrote, 
wasn't  doing  enough  to  enhance 
shareholder  value,  to  be  a  tech- 
nology leader,  or  to  improve  ser- 
vice. Success  demands  a  "pas- 
sionate dedication"  to  custom- 
ers, he  wrote,  and  "for  winning 
in  the  marketplace." 
VIGOROUS  DEBATE.  The  next 
week,  he  ordered  the  manifesto 
distributed  to  all  employees.  But 
it  wasn't  until  March,  when  all 
the  pieces  had  been  put  togeth- 
er, including  who  would  run  the 
business  units,  that  Allen  un- 
veiled the  final  plan  to  his  131 
top  managers  at  Arrowwood 
Conference  Center  in  Rye 
Brook,  N.  Y. 

Allen  looked  on  impassively 
as  his  team  vigorously  debated 
the  merits  and  pitfalls  of  the 
new  structure.  "There  were 
some  very  candid  views  ex- 
pressed," he  recalls.  Then  a  hush  grew 
over  the  room  as  Allen  rose  to  speak.  He 
told  the  crowd  that  in  the  future,  AT&T's 
chairman,  vice-chairmen,  and  senior 
managers  would  be  AT&T's  "lower- 
archy."  He  said  support  people  would  be 
taken  away  from  the  group  chiefs  and 


LACKS:  EACH  TIME  AT&T  LOWERS  ITS  PER-MINUTE  CHARGE 
BY  A  PENNY,  IT  GIVES  UP  $1  BILLION  IN  REVENUES 


reassigned  to  business  units.  "We  have 
to  be  judged  by  how  successful  we  make 
these  business  unit  leaders,"  Allen  said. 
He  added:  "Those  of  you  who  can't  sign 
on,  sign  out."  Says  Bell  Labs'  Davis: 
"Bob  told  us:  'It's  your  company.  I'm 
not  going  to  tell  you  what  to  do  with  it. 


but  I'm  holding  you  accoi|i 
able.'  For  some  people,  that  ^ap 
a  frightening  statement." 

So  far,  the  scare  seems  tow 
paying  off.  AT&T  has  bron 
its  long-distance  business  iit 
two  Communications  Servijt 
units — one  for  business  and  v 
other  for  residential  customtg 
In  the  most  aggressive  efir 
since  AT&T's  breakup,  the  lo 
distance  marketing  bosses  . 
running  their  own  campaigns 
once  again  expand  AT&T's  i 
market  share.  AT&T  has  lost 
points  since  1984  to  MCI  l 
U.  S.  Sprint,  a  unit  of  Uni 
Telecommunications  Inc.  Us 
a  combination  of  combative 
vertising,  new  semces,  and  < 
fashioned  bravado,  AT&T  has 
gun  to  stop  the  erosion.  Anal 
Grubman  says  that  MCl's  rate 
traffic  growth  has  slowed  in  i 
past  two  quarters,  while  AT&T's  has 
gun  to  pick  up,  especially  among  bi 
ness  customers  for  special  services  su 
as  outbound  WATS. 

In  its  $14  billion  residential  long-i 
tance  business,  AT&T  is  fighting  an 
war  with  its  competitors  that  has 


AT&T'S  COMPUTER  BUSINESS  MAY  EVEN  START  MAKING  MONEY 


Ti 


|hey  aren't  ready  to  yell  "turn- 
around" yet  at  American  Tele- 
phone &  Telegraph  Co.'s  comput- 
er business.  But  if  big  orders  and 
methodical  planning  count  for  any- 
thing, AT&T's  Data  Systems  Group  is 
coming  around  at  last. 

A  rocky  performer  over  the  past  few 
years,  Data  Systems  may  grow  307^  to 
35%  in  1989,  far  faster  than  the  overall 
computer  industry,  as  its  revenues  ap- 
proach $2.1  billion.  More  important,  say 
sources  close  to  the  company,  the  divi- 
sion should  reduce  its  annual  losses, 
which  have  been  running  more 
than  $200  million  a  year,  to  less 
than  $50  million.  In  1990,  they 
expect  it  to  break  even. 

Driving  this  improvement  is  a 
keener  focus.  Instead  of  trying 
to  beat  its  bigger  rivals  on  ev- 
ery bid,  AT&T  wants  to  be  a  dan- 
gerous niche  player.  It  is  devot- 
ing all  its  development  efforts 
to  designing  and  selling  custom 
computer  and  network  pack- 
ages to  five  industries:  lodging, 
retail,  government,  finance,  and 
health  care.  And  to  augment  its 
minicomputer  line,  AT&T  will 
save  production  costs  by  buying 


many  of  its  systems  from  outsiders 
such  as  Intel  Corp.,  which  has  replaced 
AT&T's  Italian  affiliate  as  a  supplier  of 
IBM-compatible  personal  computers, 
and  Pyramid  Technology  Corp.,  which 
will  provide  superminicomputers. 
LINGUA  FRANCA.  All  these  thrusts  rely 
on  the  growing  customer  movement  to 
"open  systems" — software  that  lets 
different  makes  of  computers  commu- 
nicate easily.  This  gives  AT&T  a  bigger 
target  and  has  led  the  company  to  re- 
structure its  computer  business  into 
three  operations:  computer  systems. 


AT&T'S  BIGGEST  COMPUTER  DEALS 


Customer 

Amount 

Millions 

Equipment 

U.S.  AIR  FORCE' 

$929 

Computers,  networks,  integra- 
tion services 

AMERICAN  AIRLINES 

100 

PCs  and  local  area  networks 

FIRESTONE 

25 

PCs,  printers,  long-distance  and 
local  area  networks 

N.Y.  STATE  HEALTH  DEPT.  25 

3B  minis,  PCs,  printers,  modems, 
and  AT&T  Mail 

TRUSTHOUSE  FORTE 

16 

PCs,  printers,  reservation 
system  software 

'Shared  with  AT&T  Federal  Systems  Division 

DATA  AMERICAN  TELEPHONE  8,  TELEGRAPH  CO 


terminal  products,  and  an  operatio 
that  designs  and  licenses  Unix  sof 
ware,  an  operating  system  develope 
by  .A.T&T  Bell  Laboratories.  This  thir 
unit  is  working  with  Sun  Microsystem 
Inc.  and  others  to  make  Unix  availabi 
for  a  variety  of  systems. 

The  result:  a  string  of  big  wins 
the  past  year  (table).  To  get  therr 
AT&T  had  to  beat  some  of  the  bigges 
names  in  the  business:  IBM,  Compai 
Computer,  and  Digital  Equipment 
"We  used  to  be  laid-back  about  [brag 
ging  over]  our  wins,"  says  Curtis  J 
Crawford,  vice-president  for  na 
tional  sales.  "We're  being  mucl 
bolder  about  them  now." 

And  he  says  AT&T  will  neve: 
quit.  The  initial  appeal  of  th( 
computer  business  was  obvious 
With  AT&T's  traditional  market 
growing  no  more  than  10% 
year,  computers  offered  15%  oi 
more  annual  growth.  AT&l 
missed  out  on  a  lot  of  that  op 
portunity.  But,  Crawford  says 
it's  ready  now  to  grow  fastei 
than  the  market.  And  perhaps 
after  six  years,  to  erase  the  rec 
ink  from  the  bottom  line. 

By  John  J.  Keller  in  New  Yorfi' 
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What  can  you  expect 
from  BellSouth 
beyond  the  South? 


<£'  IMSy.  BellSoulhCurporanon 


Everything  you'd  expect 
from  a  leading  provider 
of  advanced  voice  and  data 
communications  systems. 

From  its  strong  telecommuni- 
cations roots  in  the  South, 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  across 
the  country  with  sophisticated 
voice  and  data  communications 
systems  cind  services. 

BellSouth  can  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth  of- 
fers products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Marketing  organizations  are 
in  place  to  support  our  commit- 
ment to  responsive  customer 
service. 

When  it  comes  to  voice  and 
data  communications  systems, 
BellSouth  can  provide  the  solutions 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BellSouth  call  1-800-522-2355. 


BELLSOUTH 


Everything  vou  expect  from  a  leader.- 


T  E  L  E  C  (J  M  M  U  N  I  C  A  T  I  O  N  S 


MOBILE   C  (J  M  M  U  \  I  t  A  T  IONS 


I  \  E  O  R  M  A  I  I  O  \  SI 


t  O  M  P  U  T  I  R  s 


I'  U  li  1  I  S  H  1  \  G 


,  Do  You  Play  Beat-The-Clock 
To  Get  Your 


Payroll  Changes  In  On  Timet 


fl  nP'  PC/Payroir  puts  time  on  you  ' 
side  by  giving  your  authorized  personnc 
direct  access  to  your  payroll  data  righ 
through  your  PC-lnstantly!  You  II  neve 
have  to  wait  to  input  changes  again! 

At  the  touch  of  a  key,  you  can  input,  chang 
retrieve,  valida'e  and  consolidate.  Unlike  man 
other  payroll  systems  that  make  you  wait  a 
pay  period  to  moke  even  one  change,  PC/Poyrc 
IS  a  fully  integrated  system  which  lets  you  mak' 
as  many  changes  as  you  want  right  on  the  spot. 

It's  easy  and  fast.  What's  more,  you'll  not  onl 
_3ve  time,  you'll  also  increase  accuracy  and  pre 
ductivity  in  your  payroll  processing. 

For  instance,  PC/Payroll's  unique  Report  Write 
•-oture  allows  you  to  directly  produce  inquir 
rports  from  information  stored  in  the  database— i 
•  mutes!  And  the  best  part  is,  once  you  hove  thi 

■  eports,  they  con  be  output  to  the  screen,  printer  o 
;:isk  file,  and  the  formats  con  be  saved  and  mod 

■  ed  for  future  use. 
And  since  change  and  growth  are  port  c  f:. 

-/ery  company  we  designed  PC/Payroll  with  built 
flexibility  to  grow  and  change  with  your  needs. 
Let  ADP  make  you  a  winner  at  beating  th( 
Jock  by  giving  direct  access  to  your  payroi 

■  sfontlv.  For  more  information,  call  today, 
I  800  225-5237,  ext.  223. 


ri 


The  way  America  gets  paid 


M^iry  Bmf  '/e  wont  feel  the  lun/p  in  Iwr  breast 
for  another  tm  years. 


Ivike  a  lot  of  women,  Mary  Hrodie 
.inderstands  the  importance  of  regular 
areast  self-examination.  And  because 
ihes  never  felt  a  lump,  she  thinks  every- 
thing is  fine.  Its  the  same  conclusion  a 
lot  of  women  reach. 


Unfortunately,  its  wrong. 
The  tiny  tumor  that's  forming  in  her 
breast  is  too  small  to  feel.  But  with 
mammography,  its  not  too  small  to  see. 

And  tomorrow  Mary  is  getting  her 
first  mammogram.  Thanks,  in  part,  to  a 
new  x-ray  film  created  by  DuPont  that 
makes  it  safer  for  women  to  start 


mammography  early. 

And  for  Mary,  early  detection  means 
a  two  year  head  start  on  the  rest  of  her  life. 

At  DuPont,  we  make  the  things  that 
make  a  difference. 


Better  things  for  better  living 


nformation  Processin 


both  sides  to  court.  MCI  says  it's  winning 
100,000  customers  a  weel<  from  AT&T. 
Stan  Lacks,  director  of  residential  long- 
distance services  at  AT&T,  says  that's 
overstated  by  307'  to  407  .  He's  parrying 
MCl's  thrusts  with  ads  urging  customers 
to  compare  prices  and  service.  The  mes- 
sage: 'They'll  find  "that  our  prices  are 
not  necessarily  higher  than  MCl's  or 
Sprint's.  In  many  cases,  they're  lower," 
says  Lacks.  MCI  has  sued  AT&T,  charging 
that  the  ads  are  misleading.  But  Lacks 
is  holding  firm — and  trying  to  strike  a 
delicate  balance.  AT&T  handles 
100  billion  minutes  of  conversa- 
tion traffic  a  year.  So  each  time 
it  lowers  its  per-minute  charge 
by  a  penny,  it  gives  up  $1  bil- 
lion in  revenues. 
THIN  MARGINS.  AT&T's  new  ag- 
gressiveness could  backfire.  It 
was  broken  up  to  foster  compe- 
tition and  spur  innovation.  Un- 
til now,  it  has  cautiously  pro- 
tected its  market  share  while 
lobbying  for  looser  regulation. 
Adroitly,  AT&T  has  persuaded 
the  Federal  Communications 
Commission  to  ease  up  on  price 
and  profit  restrictions.  But  if 
AT&T's  rivals  start  to  lose  mar- 
ket share,  the  FCC  could  tighten 
again.  So  far,  Joseph  Nacchio, 
the  vice-president  in  charge  of 
marketing  long-distance  service 
to  AT&T's  corporate  customers, 
is  unfazed.  'This  is  a  competi- 
tive market,"  he  says.  "The 
right  answer  for  AT&T  is  not  to 
shrink  anymore.  We  want  ev- 
ery customer  to  change  and 
come  with  AT&T." 

Competing  for  equipment  customers  is 
a  tougher  challenge.  Here,  margins  are 
razor-thin,  and  AT&T  Network  Systems 
Group,  which  sells  switching  and  trans- 
mission equi|)ment  to  jjhone  companies, 
has  been  fighting  formidable  offshore 
competitors.  Several  Baby  Bells,  includ- 
ing Ameritech  and  Southwestern  Bell 
Corjj.,  have  begun  to  give  more  orders 
to  West  Germany's  Siemens  and  Swe- 
den's L.  M.  Ericsson.  "We  have  to  com- 
pete with  them  overseas  and  keep  them 
from  focusing  their  resources  in  the 
U.  S.,"  says  Allen.  In  the  meantime,  me- 
gadeals  to  supply  switching  and  trans- 
mission equipment  in  such  overseas  mar- 
kets as  Italy  and  Spain  are  years  away 
from  producing  big  returns  for  AT&T. 

Still,  the  battle  has  energized  Allen's 
team.  For  example,  in  AT&T's  Transmis- 
sion Systems  business  unit,  a  $2.5  billion 
business.  President  Pete  Fenner  has 
drawn  up  a  plan  to  drive  down  costs  and 
m.ove  products  to  the  market  faster.  To 
help  reduce  expenses,  Fenner  has  cut  his 
work  force  by  20%,  to  10,000  people. 


shut  down  a  plant  in  North  Carolina,  and 
consolidated  manufacturing  in  Columbia, 
S.  C,  and  Oklahoma  City.  He  also  re- 
structured the  transmission  business 
into  five  smaller  units,  such  as  fiber  op- 
tics and  cellular  radio,  making  each  a 
profit-and-loss  center. 

To  get  more  coordination  between  de- 
velopment and  marketing,  moreover, 
Fenner  grabbed  the  five  Bell  Labs  direc- 
tors who  were  in  charge  of  developing 
transmission  products  and  put  each  one 
in  charge  of  a  unit.  The  idea  was  to  get 


AT&T  CREDIT'S  WAJNERT:  HIS  "FLAT"  ORGANIZATION  IS 
WHAT  ALLEN  HAS  IN  MIND  FOR  ALL  OF  AT&T 


them  more  attuned  to  marketing — and 
head  off  costly  mistakes.  Fenner  recalls 
that  a  few  years  ago,  AT&T  knew  that 
the  market  for  a  certain  transmission 
system,  called  a  D5  channel  bank,  was 
about  to  disappear.  "But  we  couldn't 
stop  the  project. . . .  Today  such  projects 
will  come  to  a  screeching  stop  because 
the  managers  for  those  products  are  re- 
sponsible for  the  bottom  line,"  he  says. 

Allen  says  that  turning  AT&T  into  a 
series  of  individual  businesses  also  lets 
him  isolate  the  bad  performers — and  lop 
them  off  if  they  don't  miprove.  Some 
analysts  and  company  insiders  cite  as  an 
example  PBXs.  AT&T  has  been  struggling 


Turning  AT&T  into  a  series 

of  businesses  lets  Allen 
isolate  the  bad  ones — and  lop 
them  off  if  they  don't  improve 


to  maintain  its  307  of  the  market  »i 
these   exchanges,   which   route  ph  le 
traffic  in  corporate  offices.  Chai  is 
Nichols  II,  an  analyst  at  Prudeni  1- 
Bache  Securities  Inc.,  estimates  that  e 
business  had  been  losing  some  $250  :  1- 
lion  a  year  until  AT&T  merged  two  1 5i 
product  lines  into  one,  cutting  deve  )■ 
ment  and  marketing  costs  and  reduc  g 
annual  losses  to  less  than  $30  mill  i. 
AT&T  won't  confirm  these  numbers.  Il 
sources  say  it  might  sell  the  busin 
Cutthroat  pricing   from   the  likes 
Northern  Telecom  and 
mens-lBM  Rolm  continues 
make  profits  elusive,  and 
PBXs  compete   with  cent] 
switching  services  offered 
corporations  by  the  Baby  B 
Jack  Bucter,  president 
AT&T  Business  Communicati 
Systems,  the  unit  that  buij 
PBXs,  denies  that  a  sale 
planned.  "Unless  someb 
knows  something  I  don't, 
Allen  and  senior  managem^ 
think  this  is  a  viable  busin 
and  they're  committed  to  f 
Allen  says  the  PBX  business 
improving  and  that  no  decis 
has  been  made  to  cut  any  un 
But  he  adds:  "There's  not  l 
much  of  a  safety  net  in  ck 
structure  as  there  used  to  1 
I'd  be  surprised  if  every  bi:|- 
ness  unit  that  we  have  tod* 
survives  over  time." 
LOGJAMS.  Despite  Allen's 
solve,  a  company  the  size  I 
AT&T  can  only  change  by  1 
and  starts.  It's  inevitable,  in^ 
ers  say,  that  now  and  again  i 
company  will  suffer  from  the  kind 
bureaucratic  logjams  that  ruined  AT&'- 
joint  venture  with  Telerate  Systems  In 
which  is  majority -owned  by  Dow  Jon 
&  Co.  AT&T  has  been  itching  to  get  ii 
the  electronic  information  business,  a 
the  financial  market  looked  like  a  guj 
one.  So  it  formed  a  partnership  with  1- 
lerate,  which  provides  real-time  financ 
information  to  financial  markets,  to  s 
a  computerized  dialing  system  for  f( 
eign  exchange  traders,  using  AT^ 
equipment  and  transmission  lines  ai 
Telerate's  marketing  expertise.  The  id' 
was  to  compete  with  the  aging  netwo 
monopolized  by  Reuters  Holdings  PI 
and  to  get  to  market  before  Reute 
could  offer  an  updated  service.  Accor 
ing  to  David  D.  Barnes,  vice-preside 
for  trading  services  at  Telerate  Syster 
Inc.,  "the  partnership  wasn't  makii 
sufficient  progress  in  getting  the  tec 
nology,  the  software,  and  the  netwoi 
together." 

So  eventually  Telerate  took  over  dai 
management  of  the  venture  from  tl 
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MET  LIFE  15  FISCALLY  FIT. 


Since  security  is  the  whole  point  of  insurance,  Met  Life's  top  priority  is  to 
be  financially  secure,  so  we  can  be  there  when  our  customers  need  us, 

no  matter  what. 


SET  MET.  IT  pays: 

Metropolitan  Life" 

AND  AFFILIATED  COMPANIES 


SNOOPY;  ic)  1958  United  Feature  Syndicate,  Inc 


©  1989  Metropolitan  Life  Insurance  Co.,  NY,  NY 


Just  AEbwQf  The  Peripherals 
Altos  Computei^  Work  Well  With. 

No  matter  what  tools  you  use  to  perform  your  job,  there's 
an  Altos  computer  to  help  you  get  more  out  of  them. 

Altos  multi-user  computer  systems  are  based  on  Intel's' 
powerful  386"  microprocessor  They  integrate  industry" 
standard  UNLX'  and  MS-DOS'  software,  and  support  PICK 
and  THEOS' environments.  Giving  you  access  to  an 
endless  array  of  the  most  powerful  software  applications 
available,  including  many  developed  specifically  for  Altos. 

So  whether  your  desk  is  in  a  wholesaling  operation, 
on  a  manufacturing  floor,  in  a  medical  or  dental  practice, 
or  in  corporate  headquarters.  Altos  has  a  solution  to  help 
you  do  whatever  you  do  better 

Better  yet.  Altos  computers  are  supported  by  more  than 
a  thousand  Altos  Value  Added  Resellers,  who  will  con- 
figure, customize,  install  and  service  your  entire  system. 

s  a  registered  tradanaiit  of  AT&T  MSOOS  is  a  registered  trademark  of  Microsoft  Garporation.THEOS  is  a  registered  trademark  of  THEOS  Software  Corporation.  PICK  is  a  registered  trademark  of  PICK  Sv-stems. 
Intel  and  386  are  registered  trademarks  trademarks  respectively  of  Intel  Corporation.  The  Altos  logo  is  a  trademark  of  Altos  Computer  S>'5tems-  C 1989.  Altos  Computer  Sv-stems. 


The  Altos  386  Series  500, 1000  and  2000  family  can 
handle  up  to  64  users.  And  any  program  that  runs  on 
one  Altos  computer  will  run  on  them  all. 

For  more  infonnation  on  Altos  and 
the  name  of  the  nearest 
VAR  specializing  in  your 
area  of  business,  just  call 
1-800-ALTOS-US. 

We'll  work  well  with  you 
no  matter  what  vou  do. 


[ALiX»l 


Sometimes  it  pays  to  give  a  little. 


'oung  birch  trees  sur- 
■ive  gales  by  bending  as 
nucli  as  45°. 


A  gale  can  snap  trees  like 
matchsticks  -  even  onesthatare 
3  feet  thick.  Yet  the  worst  that 
happens  to  a  birch  is  that  it  loses 
a  few  leaves.  It  can  survive 
the  onslaught  of  high  winds 
because  its  trunk  is  strong  and 
extremely  pliable.  The  tops  of 
young  birch  trees  can  bend  up 
to  45°. 

 Compared  to  this  kind  of 

pliancy  the  resilience  of  the 
"Excelsior"  line  may  seem  rather 
modest,  but  when  dealing  with 
stemware,  6°flexibility  is  a  spec- 
tacular advance  indeed. 
 Once  upon  a  time,  long- 
stemmed  glasses  were  both 
beautiful  and  especially  fragile. 


The  weak  point  was  the  stem 
which  broke  very  easily.  But 
nowadays,  "Excelsior"  stem- 
ware even  stands  up  to  the 
stresses  and  strains  of  restau- 
rant life.  Length  and  slender- 
ness  are  the  keys  to  their  combi- 
nation of  strength  and  flexibility. 
And  the  raw  materials  we  use 
increase  their  strength  even 
further.  These  crystal  glasses 
demonstrate  the  fact  that  some- 
times it  pays  to  give  a  little. 

 The  "Excelsior"  line  of 

crystal  glassware,  available 
from  Schott  Zwiesel,  is  just  one 
example  of  how  Schott's  innova- 
tive development  responds  to 
specific  needs.  There's  hardly  a 


field  of  activity  today  that  doesn't 
use  Schott  special  glass. 

 Schott  worldwide:  50.000 

products,  42  production  facilities, 
represented  in  more  than  100 
countries,  with  $  1  billion  in  sales. 

 Schott  in  theUSA:8com- 

panies  employing  more  than 
1200  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  16,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


ORDER 
NOW! 

CnecK  ifxe  ciscouni 
prices  offered  for 
quaniiiv  orders  of 
1990  Planners 
PLUS 

Your  chance  to  claim  an 
L.C.A.  DESK  TOP  CLOCK 
iWonh  SlOi  as  your  bonus 

FREE  GIFT  when  you 
order  three  or  more  iterr.s. 

U.S.  C.'edit  zczi 
hoiders  r?,c. 

TOLL-FREE 
800-247-2570 

(In  Iow  a  800-362-28601 
.Ask  Oce-itor  '.S  fo:  ?\zr.r.t:% 
De::.  3C3LDOC 


PLANNERS 


SSi 


DESIGNED  TO  ORGANIZ 
YOUR  FUTURE 


Srr.ar.  executives  know  there's  no  ::e::e.- 
choice  of  business  gift  than  the  prestigious  - 
and  equally  smart!  -  BusinessWeek  planners. 
They  are  great  at  organizing  even  the  busiest 
working  schedule.  Featuring  a  full 
januarv'-January  appointment  calendar  and  a 
practical  v.'eek-to-view  format,  your  1990 
Desk  Planner  also  includes  60-plus  pages  of 
reference  and  business  planning  aids:  30 
C::v  Profiles,  a  Elcssar.'  o'  business  te—. s.  a 


2-vear  For.varQ  Planner.  Financial  data  on 
the  worlds  largest  banks  and  corporations . . . 
and  more!  Bound  in  -ich  bonded  leather 
lyour  choice  c:' :  :  :•  :  ■  r  urgundyi  with  gilt- 
edged  pages  an:  :  —  ■  -  sbon  markers,  and 
the  option  of  hav;ng  tne  BusinessWeek  logo 
featured  on  the  front  cover  or  noL 
The  equally  elegant  matching  Pocket 
Planner  is  available  individually  or  as  part  of 
:he  s"e:;a::v  — .atched  SeL 


35.00    3 '..00  I  28.25 


27.50    25.50  |  22.60 


TOTAL  USS 


ELSA'ESS'AEEK  F1A.VS'ER.  De-f 
BLSL-.ESSViTEK  PLANNER.  De 
E  jSL'-ESSV.  EEK  PLAN'KER.  Dew 


5C3LDDU,  385  Bridge  Plaza  Nopji.  S-j:-,e  302,  Fort  Lee,  S.J.  0702-S.  'JSJ^ 
L  3C3LDOD.  25  CasiJe  S-^ree-:.  HigS:  vr-fCDmie,  Bucis_  H?]3  6R'.'.  Engjar.i 
BC3LDO0.  20"  I'.V  V.      O-  Hc.ss.  7:  :>es Ce-:-t.  Hc-g  Kz'Z. 


Alil  executives  vsho  had  been 
it.  It  put  together  a  system  using  a! 
lerate  PC.  netR-ork  lines  from  TjTnn 
and  almost  no  AT&T  hardware.  liie 
uct  beat  Reuters  to  market.  But  it  s 
five  months  late,  and  it  hasn't  yet  deie 
Reuters'  dominance  of  foreign  exchaf 
trading  systems.  "We  had  a  lincie 
amount  of  time  to  get  into  the  mark, 
says  Barnes.  "If  you  announce  sot 
thing,  you  have  to  dehver. ...  It  w; 

sense  of  lu-gency  that  I'm  not  s 
[at&t]  necessarily  shared."  N'ow.  aT<S 
negotiating  to  sell  its  W-  share  of 
venfjre  back  to  Telerate — an  investn 

-  ur  -r-  ;  u:  a:  §20  million. 
LISTEN  AND  LEARN.  Allen  m=ay  be  abli 
avoid  sue:  -rs  in  the  future  pa 

by  strear;......:.^"   the  bureaucracy. 

says  he  has  no  "target  number"  of 
ductions.  But  during  the  next  year, 
company  expects  that  more  than  10, 
middle  manager.-,  a  :h'r  -    :  "hose  i 


Despite  Men's  resolve, 
a  company  the  size  of 
AT&T  can  only  change  by 
fits  and  starts 


are  eligible,  v.ill  opt  for  a  sweetc:.-  , 
ly  retii-ement  offer  that  ATiT  anriounc 
in  mid-October. 

That  will  m.ake  room  for  more  out; 
ers  to  inject  new  life  into  his  298/J 
member  work  force.  AT&T  Credit  Corj 
Wajnert  notes  that  the  leasing  indus 
"has  slovs  ed  to  18'"^  to  '2(f  'c  growth,  wh 
we're  growing  to  35"'<.  We've  got 
keep  that  up."  To  do  that,  he  holds 
weekly  breakfasts  with  top  managers 
discuss  strategy".  About  Wc  of  AT 
Credit's  business  comes  from  AT&T, 
eluding  the  5.000  cars  that  the  corpo 
tion  leases  even,"  year.  Now.  Wajnert 
looldng  for  ways  to  reduce  :ha:  rerce 
age,  urging  workers  to  fii.  'u 
ties  outside  of  .AT&T  for  lea.-..._  , 
er  and  office  systeiris. 

Of  course,  not  all  at&t  managers  c 
hold  such  meetings.  Some  units  are  ju 
too  big.  But  in  the  past  year,  the  co 
mmiications  giant  has  begun  to  list* 
and  learn  from  its  employees — and 
its  managers  manage.  It's  bound  to  1 
the  hallmark  of  Allen's  tenure.  He  s 
it  may  t£.ke  five  years  for  the  transic 
mation  to  be  completed.  But  with  All( 
in  charge,  it's  a  good  bet  that  .AT&T 
revolutionaries  finally  will  lay  the  o 
Ma  Bel!  to  rest. 

By  Joh  n  J.  Keller  in  Basking  Ridge.  X. , 
uitk  Mark  Maremont  in  London  and  b 
reau  revorts 


HOW  LONG  IS  LONG  TERM? 


The  answer  is  another  question:  how 
long  do  you  need  us  for?  Because,  unlike 
other  banks,  The  Long-Term  Cred  it  Bank  of 
Japan  will  follow  your  business  through 
from  start  to  finish,  until  all  your  plans  are 
successfully  realized. 

That's  a  policy  that  has  helped  us 


become  one  of  the  worlds  top  20  wholesale 
banks  with  over  60  offices  around  the  globe. 

Wewereoriginallyestablished  in  1952 
to  ensure  a  steady  flow  of  long-term  funds 
for  industrial  growth. 

Now  we've  expanded  to  operate  in 
Long-Term  Corporate  Financing,  Merchant 


Banking  Services  such  as  Project  Finance, 
Mergers  and  Acquisitions,  Leasing,  and 
Investment  Advisory  Services,  as  well 
as  a  full  range  of  additional  Banking 
Services. 

Why  not  get  in  touch  with  LTCB  and  find 
out  what  lengths  we'l  I  go  to  for  you? 


©LTCB 

The  Long-Term  Credit  Bank  of  Japan,  Limited 


Branches  and  Agency:  New  York  (212)  335-4400,  Chicago  (312)  704-1700,  Los  Angeles  (213)  629-5777 
Representative  Office:  Toronto  (416)  865-0711,  Atlanta  (404)  659-7210,  Dallas  (214)  969-5352 
Subsidiaries:  LTCB  Trust  Company  (212)  335-4900,  Greenwicti  Capital  Markets,  Inc  (203)  625-2700 


THE  POWER  OF 
THE  PEHSION  FUHDS 

EVERYONE  IS  BATTLING  OVER  THEIR  $2.6  TRILLION  STASH 


'tfit 
idEs 


It  is  the  largest  pool  of 
investable  capital  in  the 
world,  with  $2.6  trillion 
in  assets,  as  big  as  the 
gross  national  product 
of  Japan.  America's 
pension  funds:  They 
have  fueled  the  econom- 
ic surge  of  the  1980s,  and  made  possible 
the  stock-market  boom  and  the  explosion 
of  hostile  takeovers,  management 
buyouts,  employee  stock-ownership 
plans,  and  venture  capital.  Tripling  in 
size  since  1979  and  with  investment  re- 
turn alone  this  year  reaching  $340  bil- 
lion, pension  plans  even  have  $600  billion 
more  than  they'll  need  to  pay  retirees. 
So  the  57.4  million  workers  covered  by 
pensions,  who  usually  get  40%  of  their 
working  pay,  can  count  on  coasting 
along  Easy  Street,  right? 

Not  quite.  This  magnificent  machine 
may  be  the  victim  of  its  own  success. 
People  are  fighting  to  siphon  off  its  rich- 
es for  things  that  often  have  nothing  to 
do  with  paying  for  the  work  force's  old 
age.  And  that  may  end  up  killing  the 
goose  that  laid  the  golden  nest  egg — or 
at  least  clipping  its  wings.  Corporations 
are  dismantling  plans,  creaming  off 
their  surpluses,  and  leaving  retirees 
with  bare-bones  annuities.  Deficit-racked 
Washington  is  looking  at  taxing  their 
trading  gains.  Fund  managers,  once 
meekly  tending  to  their  blue  chips,  are 
muscling  into  board- 


rooms to  meddle  with  corporate  policy 
and  sinking  money  into  risky  buyouts 
and  low-return,  do-good  projects. 

Add  two  other  disturbing  trends:  So- 
cial Security  will  be  stretched  thin  as  the 
baby  boomers  age.  And  pensions  will  be 
capricious — fixed  payouts  based  on  for- 
mulas are  giving  way  to  savings  pro- 
grams such  as  the  401(k),  vulnerable  to 
poorly  performing  securities  and  to  be- 
ing redeemed  before  retirement. 
MANHATTAN'S  MANNA.  In  a  radical 
change,  organizations  as  well  as  individ- 
uals are  gambling  with  the  future  by 
pitting  pension  money  against  immediate 
problems.  Among  the  first  were  the  mu- 
nicipal unions  that  bought  New  York 
City  securities  during  its  mid-1970s  fiscal 
crisis,  helping  save  the  city  from  bank- 
ruptcy. Soon  after  this  show  of  pension 
power,  an  intellectual  movement  for 
making  it  an  agent  of  change  began  to 
develop.  In  their  1978  book  The  North 
Will  Rise  Again,  activists  Jeremy  Rifkin 
and  Randy  Barber  urged  liberal-leaning 
funds  to  seize  control  of  companies  and 
stanch  the  flow  of  jobs  to  the  Sunbelt. 

Before,  pension  funds  rarely  ranged 
far  from  the  task  of  salting  away  money 
to  satisfy  obligations  to  retirees.  And 
the  funds  didn't  even  do  that  very  well: 
Because  of  the  stock  market's  chronic 
doldrums,  many  were  hard- 
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pressed  to  meet  their  liabilities.  The  only  ii 
big  issue  was  "underfundmg,"  with  up  spf 
to  44%  of  plans  in  1978  unable  to  afford 
their  projected  payouts.  This  made  forjefi 
edgy  employees  and  nervous  market  an- 
alysts, since  companies  eventually  would 
have  to  dip  into  earnings  to  plug  the 
gap.  The  funds  grew  fat,  however,  on 
the  equities  feast  of  the  1980s,  and  now 
more  than  80%'  are  overfunded.  "When 
they  became  honey  pots,"  says  Dale  L. 
Hiestand,  a  pension  expert  at  Columbia 
University  Business  School,  "a  lot  of 
bees  wanted  to  get  into  them." 

It  was  a  gentle  rescuer,  ironically, 
who  produced  the  model  later  followed 
by  brash  raiders  and  then  by  incumbent 
managers:  West  Germany's  Tengelmann 
Group,  which  took  over  the  ailing  Great 
Atlantic  &  Paciflc  Tea  Co.  in  1982,  used 
the  pension  fund's  $200  million  surplus 
to  finance  a&p's  turnaround.  Carl  C. 
Icahn  followed  a  similar  strategy  when 
he  bought  Ozark  Air  Lines  Inc.  to  add  to 
his  Trans  World  Airlines  Corp.  holdings. 
So  did  Houston  financier  Charles  E. 
Hurwitz  in  his  buyout  of  Pacific  Lumber 
Co.,  a  century -old  logging  concern 
Northern  California  (box,  page 
Target  companies  then 


ies  be 
ract 

ir 


irsta; 
av  ra 

m 

un 
istaei 
m 

irget': 


;o.8 


▲trillions  OF  DOIURS 


$0.9 


PENSION  FUND  ASSETS  ARE 
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igan  to  wise  up  and  make  a  preemptive 
•ab  for  the  money.  Union  Carbide 
arp.,  under  siege  by  Sam  Heyman  of 
Corp.  in  1985,  collected  $500  million 
/  folding  the  pension  plan  and  using 
le  surplus  to  buy  back  shares.  Some, 
ce  Exxon  Corp.,  found  other  reasons  to 
,ke  the  money.  Suffering  from  droop- 
g  oil  prices  in  1986,  Exxon  siphoned 

.6  billion  out  of  its  $5.6  billion  fund, 
lying  only  that  "our  shareholders 
ould  be  better  served"  that  way. 
TOLE  OUR  PENSIONS.'  Union  Carbide 
id  Exxon  employees  were  lucky:  Their 
itirement  benefits  weren't  harmed  be- 
luse  the  companies  started  new  plans 
isigned  to  be  as  generous  as  the  old 
les.  By  law,  only  the  plan's  surplus  can 
}  recaptured  by  management,  a  process 
lown  in  pension-speak  as  a  "rever- 
on."  The  amount  needed  to  pay  benefi- 
aries  remains  earmarked  for  them.  As 
jnign  as  that  sounds,  not  everyone  is 
ippy  with  the  results.  Of  the  230  plans 
Tapped  in  1988,  one-third  were  not  re- 
aced  by  other  plans.  Instead,  compa- 
•es  bought  annuities,  tax-deferred  in- 
irance  products  that  usually  pay  a 
xed  monthly  amount. 

Unfortunately,  people  usually  do  bet- 
;r  staying  in  a  pension  program,  where 
iy  raises  provide  a  higher  base  on 
hich  benefits  are  figured.  Plus,  while 
)me  companies  make  cost-of-living  ad- 
istments  to  pensions,  no  one  has  been 
nown  to  sweeten  an  annuity. 

When  Texaco  Inc.  bought  Getty  Oil 
0.  in  1986,  it  used  $250  million  from  the 
irget's  fund  to  buy  annuities 
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ees.  "They  stole  our  pensions,"  fumes 
Arthur  R.  Wilson,  a  union  official  and 
Getty  refinery  worker.  He  calculates 
that  a  30-year  Getty  veteran  retiring 
now  with  an  annuity  would  get  $1,000  a 
month  vs.  the  defunct  pension  plan's 
$1,300.  Even  though  Getty  people  even- 
tually will  be  covered  by  Texaco's  plan, 
Wilson  says  they'll  never  catch  up. 

Unions  can  put  a  spotlight  on  the  dis- 
mantling of  plans.  Laid-off  shipyard  $2.3 
workers  and  retirees  of 
ADDSCO  Indus- 


tries Inc.  picketed  the  Senior  Bowl  foot- 
ball game  in  Mobile,  Ala.,  last  January 
over  the  company's  move  to  close  their 
pension  fund.  In  1987,  Reeves  Brothers 
textile  workers  demonstrated  against  a 
similar  scheme,  not  at  the  Cornelius 
(N.  C.)  headquarters,  but  outside  the 
Washington  offices  of  Drexel  Burnham 
Lambert  Inc.,  investment  bankers  to  the 
new  owner,  Schick  Inc.  Embarrassed, 
the  company  backed  off. 
DEFERRED  WAGES.  Government  intimida- 
tion is  a  more  effective  deterrent  to 
milking  of  funds.  Congress  last  year 
slapped  a  15%  surtax  on  reversions,  and 
the  Internal  Revenue  Service  had  a  six- 
month  moratorium  between  last  fall  and 
spring  (chart).  Now,  Senator  Howard  M. 
Metzenbaum  (D-Ohio)  is  leading  efforts 
to  make  reversions  much  more  difficult. 

At  the  heart  of  the  argument  is  the 
question  of  whose  money  it  is  anyway. 
To  workers,  the  money  a  company  pays 
into  the  plan  is  deferred  wages,  and  thus 
their  property.  "Pensions  are  there  for 
pensioners,  not  to  be  corporate  piggy 
banks,"  says  Karen  Friedman,  education 
director  of  the  Pension  Rights  Center,  a 
Washington-based  advocacy 
group.  To  management,  $2.6 
only  the  money 
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needed  to  pay  off  today's  work  force 
belongs  to  the  beneficiaries;  any  surplus 
is  the  company's.  Management  counters 
that  Metzenbaum's  efforts  will  just  dis- 
courage companies  from  starting  new 
plans  and  may  spur  them  to  scrap  exist- 
ing ones— not  for  the  money,  but  to  end 
regulatory  headaches.  "This  magnificent 
system  is  in  jeopardy  because  Congress 
is  undermining  it,"  says  Howard  C. 
Weizmann,  executive  director  of  the  As- 
sociation of  Private  Pension  &  Welfare 
Plans,  a  trade  group  in  Washington. 

But  to  revenue-hungry  federal  policy- 
makers, the  funds  have  grown  too  rich 
to  remain  safe  in  their  customary  free- 
dom from  taxation.  By  slapping  a  5%  to 
10%  levy  on  their  short-term  capital 
gains,  some  legislators  hope  to  raise  ex- 
tra billions  over  the  years,  in  the  process 
taming  what  they  see  as  speculative  ex- 
cesses that  make  the  markets  overly  vol- 
atile. Treasury  Secretary  Nicholas  Bra- 
dy, Budget  Director  Richard  Darman, 
and  Senate  Finance  Committee  Chair- 
man Lloyd  Bentsen 
(D-Tex.)  are  weigh- 
ing the  notion. 

And  this  looks  like 
the  warm-up  for  a 
broad  assault  on 
their  tax-exempt  sta- 
tus. Eventually,  fund 
managers  argue, 
Congress  may  take 
away  the  tax  deduc- 
tions companies  get 
for  feeding  their 
funds,  which  would 
kill  employer-paid 
plans. 

Congress  took  a 
step  toward  bringing  pension  funds  into 
its  tax  net  in  1987,  when  it  barred  em- 
ployers from  deducting  contributions  to 
plans  whose  surplus  exceeds  50%  of  li- 
abilities— a  step  meant  to  prevent  tax- 
free  parking  of  profits.  The  funds 
fought  hard  to  block  the  1987  measure, 
saying  that  they  need  fat  surpluses  to 
cushion  market  downturns.  That  argu- 
ment loses  credibility,  of  course,  every 
time  that  a  company  turns  a  surplus  to 
its  own  corporate  purposes.  Pension 
plans  do  have  a  stronger  argument 
against  the  short- term-gains  proposal:  It 
would  hinder  their  ability  to  maximize 
returns.  This  argument  is  undercut,  too, 
though,  because  some  of  their  most  lu- 
crative short-term  gains  come  from  sell- 
ing their  stakes  in  takeover  targets. 
LBO  GREASE.  Here,  it's  hard  for  pension 
funds  to  claim  the  high  moral  ground:  In 
the  name  of  doing  their  utmost  for  the 
comfort  of  one  set  of  employees,  pension 
plans  often  underwrite  leveraged 
buyouts  that  abruptly  dump  many  oth- 
ers onto  the  streets.  Indeed,  without  the 


pension  funds  to  bankroll  them,  far  few- 
er LBOs  would  even  be  attempted.  One- 
fourth  of  Kohlberg  Kravis  Roberts  & 
Co.'s  buyout  war  chest  is  from  retire- 
ment plans,  including  those  of  Avon, 
Coca-Cola,  and  New  York  State.  And  al- 
though only  1%  of  pension  assets  are 
tied  up  in  LBOs,  that's  a  hefty  $26  billion. 

So  far,  the  LBO  debate  rages  the  loud- 
est around  public-employee  funds,  which 
are  the  most  exposed  to  political  forces. 
New  York  Governor  Mario  M.  Cuomo,  a 
Democrat,  wants  a  law  declaring  LBOs 
off-limits  to  state  pension  dollars  in  the 
future.  Last  summer,  a  Cuomo-appoint- 
ed  panel  chided  state  Comptroller  Ed- 
ward V.  Regan,  a  Republican,  for  invest- 
ing $528  million  of  pension  money  with 
buyout  groups,  citing  how  KKR's  1986 
takeover  of  Safeway  Stores  Inc.  cost 


an  aversion  to  them.  "LBOs  are  to  '  '■' 
risky,"  says  John  E.  Arant,  marketin  i"'' 
vice-president  for  Aetna's  pension  arm 

In  funding  employee  stock-ownershi  W 
plans,  pension  funds  are  at  least  on 
higher  moral  plane.  A  key  component  c  us' 
the  aborted  management-led  buyout  c  ^ 
UAL  Corp.,  United  Airlines'  parent,  wa  « 
the  $200  million  put  up  by  its  pilots'  $1.  ^ ' 
billion  pension  fund.  Given  the  fluctua 
ing  fortunes  of  the  airline  industry,  hov  si't 
ever,  it's  questionable  how  good  an  n  « 
vestment  that  would  have  been. 

Proxy  fights,  led  by  public-employe  k 
plans,  are  the  pension  funds'  rawest  as  a 
sertion  of  power.  To  Sarah  Teslik,  execi 
five  director  of  the  Council  of  Institi 
tional  Investors,  a  Washington  umbrell 
organization  for  60  public  and  uniof 
funds,  getting  management  to  listen 
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thousands  of  supermarket  jobs.  The 
most  militant  antitakeover  stance  is  in 
Pennsylvania,  whose  funds  last  year 
threatened  to  drop  Shearson  Lehman 
Hutton  Inc.  as  an  investment  adviser  be- 
cause Shearson  represented  Britain's 
Beazer  PLC  in  its  hostile  bid  for  Pitts- 
burgh's Koppers  Co.  They  relented  after 
Koppers  accepted  Beazer's  offer. 

Strictly  from  an  investment  stand- 
point, LBOs  are  alluring.  Elio  Parroni,  a 
pension  official  at  Avon  Products  Inc., 
defends  Avon's  $10  million  stake  in  the 
KKR  pool  as  promising  to  "produce  a 
good  return"  of  25%  a  year.  Maybe,  but 
the  travails  of  such  heavily  leveraged 
companies  as  SCI  Television  Co.  and  Sea- 
man Furniture  Co.  are  unsettling.  That's 
why  Aetna  Life  &  Casualty,  which  man- 
ages money  for  3,000  pension  funds,  has 


like  trying  to  take  a  bone  from  a  dog. 

The  pooch  finally  lost  one  in  Maj 
when  two  antitakeover  proposals  pushe  Kit 
by  Honeywell  Inc.  management  wen  Ifc 
down  to  defeat.  A  group  including  For  iai 
Worth  investor  Richard  E.  Rainwate 
teamed  up  with  the  managers  of  pensio: 
funds  for  California  state  workers  an' 
Pennsylvania  school  employees.  Togetl  r- 
er,  they  blocked  measures  to  creat 
staggered  terms  for  directors  and  limi 
proxy  voting.  Other  companies  don't  le 
matters  get  to  the  proxy-fight  stage.  I: 
the  wake  of  its  Alaskan  oil  spill,  Exxoi 
last  spring  bowed  to  the  demands  o 
New  York  City  and  State  employee  per 
sion  funds  by  naming  an  environmenta' 
ist  to  its  board. 

Thus  far,  definitively  judging  the  iir 
pact  of  the  proxy  fights  is  difficult  b€ 
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use  the  funds  have  won  very  few. 
ill,  the  admittedly  self-interested  objec- 
)ns  to  the  practice  by  the  Business 
)undtable,  a  group  of  chief  executive 
ficers  of  blue-chip  companies,  are  so- 
ring: Forcing  companies  to  kowtow  to 
areholders'  short-term  interests  will 
timately  be  ruinous. 
But  companies  are  torn  by  this.  Most 
I  want  their  own  pension  funds  to 
ore  big  in  the  market,  and  that  in- 
ades  takeover  plays.  Some,  however, 
tually  punish  their  pension  managers 


for  greater  "social  investing"  by  plans. 
Housing  &  Urban  Development  Secre- 
tary Jack  F.  Kemp  is  examining  whether 
pension  funds  should  invest  in  low-  and 
moderate-income  housing,  where  returns 
are  poor.  The  House  Ways  &  Means 
Committee  is  looking  at  allowing  compa- 
nies to  use  pension  surpluses  to  pay  for 
retiree  health  benefits,  an  expense  that 
is  ballooning.  Pennsylvania,  a  battered 
veteran  of  the  Rust  Belt's  decline,  has 
been  making  special  efforts  to  buoy  lo- 
cal industry.  Its  teacher  and  state-work- 
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■r  failing  to  vote  for  antitakeover  pro- 
)sals  that  hold  down  another  compa- 
fs  stock  price,  says  Roderick  M.  Hills, 
irmer  Securities  &  Exchange  Commis- 
on  chairman.  Hills  told  a  congressional 
mel  last  August  that  "hundreds  of  mil- 
)ns  of  dollars"  have  been  yanked  from 
md  managers.  The  Labor  Dept.  last 
jar  warned  Avon  not  to  coerce  its  pen- 
on  managers.  The  company  denies  any 
ich  pressure. 

OCIAL  INVESTING.'  After  much  time  and 
ablicity,  the  role  of  pension  funds  in 
)cial  issues  is  far  from  resolved.  Clear- 
,  they  are  in  the  vanguard  of  dumping 
ocks  in  companies  with  ties  to  South 
frica  and  mounting  proxy  fights  to  re- 
laire  such  companies'  withdrawal  from 
lat  nation.  Prompted  by  a  new  state 
,w,  Michigan's  $16  billion  plan  will  be 
)rced  by  1994  to  unload  stocks  in  the 
vo  biggest  local  private  employei-s, 
ord  Motor  Co.  and  General  Motors 
orp.  While  Ford  and  GM  had  sold  their 
outh  African  operations,  they  fell  afoul 
f  the  tightened  Michigan  restrictions 
ecause  they  had  retained  licensing  and 
ichnical  agreements. 
Declining  federal  aid  has  spurred  calls 


er  plans  are  investing  $40  million  in  a 
venture-capital  firm  that  is  putting  $1.5 
million  in  a  new  $24  million  plant  near 
Pittsburgh  to  make  shiny  metallized  con- 
tainer labels.  Aluglas  of  Pennsylvania 
Inc.  eventually  aims  to  employ  1,000  in 
the  Monongahela  Valley,  where  several 
major  steel  mills  lie  dormant. 

As  noble  as  these  efforts  are,  doubts 
persist  about  using  pension  dollars  to 
accomplish  them.  Says  Robert  E.  Angeli- 
ca, pension-plan  director  for  American 
Telephone  &  Telegraph  Co.:  "Our  focus 


HOW  THE  TOP  CORPORATE 
FUNDS  HAVE  GROWN 


1988  assets 

Change,  1980-88 

Billions  of  dollars 

Percent 

GENERAL  MOTORS 

$39.9 

199% 

IBM 

29.4 

415 

AT&T* 

28.5 

40 

GENERAL  ELEaRIC 

21.5 

227 

FORD 

18.4 

102 

*Fund  assets  reduced  in  1984  Bell  Sysfenn  breakup 
DATA:  EMPLOYEE  BENEFIT  RESEARCH  INSTITUTE, 
STANDARD  &  POOR  S  COMPUSTAT  SERVICE  INC. 


is  on  providing  a  good  return.  We  can't 
do  a  zillion  other  things  as  well." 

No,  but  some  experiments  in  safe  so- 
cial investing  hold  promise.  The  Amal- 
gamated Clothing  &  Textile  Workers 
Union  has  figured  out  how  to  use  a  bank 
as  a  buffer.  The  fund  invested  $10  mil- 
lion in  9^4%  certificates  of  deposit  last 
year  from  Crossland  Savings  Bank  in 
Brooklyn,  N.  Y.,  with  the  proviso  that 
the  bank  lend  $8  million  at  favorable 
terins  to  a  community  group  construct- 
ing a  125-unit  apartment  building  in  the 
run-down  Bedford-Stuyvesant  section. 

The  steel  downturn  that  devastated 
the  Mon  Valley  during  the  last  decade 
provides  an  eerie  glimpse  of  a  bleaker 
tomorrow — one  that  reversions,  onerous 
regulations,  taxes, 
and  bad  investments 
could  bring  to  wound 
the  pension  system 
if  a  recession  hits. 
The  mid-1980s  col- 
lapse of  two  mega- 
liths in  the  indus- 
try—LTV  Steel  and 
Wheeling-Pittsburgh 
Steel — prompted  the 
federal  Pension  Ben- 
efit Guarantee  Corp., 
the  retirement  sys- 
tem's insurer,  to 
take  over  their  obli- 
gations. That's  a 
burden  the  agency  cannot  bear.  Despite 
a  recent  hike  in  insurance  rates  paid  for 
by  all  the  nation's  plans,  the  PBGC  won't 
be  able  to  support  those  it  covers  when 
they  retire.  It  has  assets  of  $2.5  billion 
against  liabilities  of  $4  billion. 

If  many  more  plans  follow  the  steel- 
makers, says  Walter  Olson,  a  senior  fel- 
low at  the  Manhattan  Institute  for  Pub- 
lic Policy  Research,  "it  would  be  like  the 
savings-and-loan  crisis,  with  the  federal 
government  left  holding  the  bag."  The 
Labor  Dept.'s  acting  inspector  general, 
Raymond  Maria,  warned  in  August  that 
federal  oversight  of  the  pension  system 
is  inadequate  to  root  out  "fraud,  abuse, 
and  mismanagement"  that  threaten  the 
system's  soundness. 

This  may  seem  unduly  alarmist  in 
light  of  the  system's  current  glowing 
health.  But  consider  the  next  century, 
when  the  baby-boom  generation  retires. 
Thanks  to  its  big  spenders,  the  savings 
rate  hovers  between  3%  and  5%,  down 
from  over  8%  in  the  1970s.  And  Social 
Security,  currently  in  surj^lus,  will  be 
severely  burdened  when  boomers  swell 
the  retirement  rolls.  With  paltry  person- 
al savings  and  dubious  Social  Security, 
adequate  pensions  will  be  indispensable. 

But  a  lot  of  people  may  not  have  much 
of  a  pension  payout — or  any.  Companies 
are  pulling  back  from  traditional  de- 
fined-benefit  (DB)  pensions,  with  their 
fixed  payouts  based  on  final  pay  and 
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years  of  service  (page  164).  The  trend  is 
toward  defined-contribution  (DO  plans, 
where  only  the  amounts  that  employees 
and  employers  put  into  a  pool  are  fixed. 
With  unlucky  or  unwise  investments,  a 
DC  payout  can  fall  way  short  of  a  retir- 
ee's needs.  Despite  that  uncertainty,  DC 
plans  such  as  the  401(k)  have  one  clear 
virtue  for  employees:  When  they  change 
jobs,  they  get  the  money  in  a  lump  sum. 


Lamentably,  only  Wi  of  the  job  jumpers 
put  it  into  another  retirement  kitty. 
Typically,  DC  plans  are  found  in  newer 
ventures,  and  DB  plans  or  DC-DB  blends 
in  established  companies.  Why  is  the 
number  of  DB  plans  no  longer  growing? 
Because  they  cost  more  and  government 
DB  rules  are  a  hassle.  While  an  aging 
work  force  eventually  may  clamor  for 
employers  to  start  DB  plans,  too  many 


disincentives  exist  for  that  to  happe. 

Retirement  is  something  few  peoj 
think  about  until  it  is  within  hailing  d 
tance.  So  the  tug-of-wars  over  pensit 
largesse  are,  to  many,  an  abstractiu 
But  with  the  graying  of  America,  the 
battles  are  going  to  seem  more  ai 
more  relevant. 

By  Larry  Light  in  Neiv  York,  with  (/■ 
reau  reports 


WHEN  THE  SAFETY  NET  IS  FRAYED 


For  Lester  Reynolds,  retirement 
means  finally  getting  time  to  re- 
furbish the  1936  Ford  coupe  that 
sits  rusting  in  his  backyard  in  rural 
Fortuna,  Calif.  He  thought  about  retir- 
ing early  to  get  started.  No  such  luck. 
When  Charles  E.  Hurwitz  took  over  his 
employer,  Pacific  Lumber  Co.,  in  1985, 
the  Houston  financier  scrapped  Pacif- 
ic's pension  plan  and  used  its  surplus 
to  help  pay  down  his  debt.  In  its  place, 
Hurwitz  bought  annuities  from  First 
Executive  Corp.,  known  for  its  heavy 
reliance  on  income  from  junk  bonds. 

There's  no  reason  to  be- 
lieve First  Executive  is  in 
trouble.  But  if  its  risky 
bonds  were  to  cause  its 
collapse,  Reynolds  and  oth- 
ers fear  their  retirement 
security  will  go  down  with 
it.  Now,  the  57-year-old 
mechanic  will  work  at  the 
mill  in  nearby  Scotia  until 
he's  62  to  build  up  a  sec- 
ond nest  egg — just  in  case. 

"You  work  all  your  life 
thinking  you've  got  securi- 
ty at  the  end,"  says  Reyn- 
olds, who  has  put  in  33 
years  with  Pacific.  To 
make  sure  it'll  be  there,  he 
and  sLx  co-workers  filed 
suit  on  Sept.  25  in  U.  S. 
District  Court  in  San  Fran- 
cisco to  force  Hurwitz  and 
First  Executive  to  buy  a 


annuities  that  replaced  it  offer  no  hope 
of  future  hikes.  And  a  new  plan  set  up 
for  current  workers  has  barely  enough 
in  it  to  meet  current  obligations. 

The  bigger  concern,  however,  is 
whether  the  annuities  will  survive.  Ex- 
ecutive Life  Insurance  Co.,  the  First 
Executive  unit  that  sold  the  annuities 
to  Hurwitz'  holding  company,  Maxxam 
Group  Inc.,  has  had  run-ins  with  regu- 
lators in  recent  years.  The  California 
Insurance  Dept.  found  that  the  unit 
overstated  its  net  worth  bv  $180  mil- 
lion in  1986  and  by  $69  million  in  1987. 


MECHANIC  REYNOLDS:  A  TAKEOVER  ENDED  HIS  HOPE  TO  RETIRE  EARLY 


bond  guaranteeing  the  annuities  or  to 
rebid  them  to  another  insurer.  The 
companies  won't  comment  on  the  suit, 
saying  they  haven't  seen  it. 
JUICY  TARGET.  The  nearly  $60  million 
of  overfunding  in  Pacific's  pension 
plan  made  a  juicy  target  for  Hurwitz. 
But  his  predecessors  had  more  benign 
uses  for  surpluses:  They  boosted  the 
pension  payouts  every  few  years, 
which  kept  Pacific's  2,700  employees 
and  retirees  apace  with  inflation.  With 
no  increase  since  1978,  the  plan  was 
about  to  be  considered  for  another 
jump  when  Hurwitz  showed  up.  The 


Worse,  Pacific  workers  worry  be- 
cause 517c  of  First  Executive's  $17  bil- 
lion bond  portfolio,  which  earns  the  in- 
terest for  their  annuities,  is  in  the 
troubled  junk-bond  market;  on  aver- 
age, large  insurers  are  roughly  15%  in 
junk.  First  Executive  has  boosted  its 
reserves  this  year  by  28%,  to  $250  mil- 
lion, so  it  can  cover  $329  million  in 
nonperforming  issues.  California  has 
no  state  fund  to  protect  annuitants 
whose  insurers  fail,  so  "if  that  junk 
collapses,  there  goes  my  pension,"  says 
Wiley  J.  Lacey,  61,  Pacific's  tax  man- 
ager until  he  retired  four  years  ago. 


First  Executive  insists  that  Pacific'; 
annuities  are  secure,  and  they  point  t< 
the  company's  AAA  claims-paying  rat 
ing  from  Standard  &  Poor's  Corp. 
which  stems  from  strong  capitalizatioi 
and  high  earnings,  partly  from  its  junl 
holdings.  Plus,  the  insurer's  chairman 
Fred  Carr,  has  taken  more  conserva 
tive  measures  to  boost  capital. 

But  First  Executive  has  an  apparen 
conflict  of  interest  with  Ma>:jcam  tha 
doesn't  inspire  confidence.  Over  the  ob 
jections  of  Pacific's  managers  and  out 
side  consultants,  Maxxam  selected  Ex 
ecutive  Life  through  wha 
the  employees'  suit  sayi 
was  a  suspicious  bidding 
process.  Reynolds  and  hi: 
colleagues  charge  tha 
Maxxam  did  so  to  pa\ 
back  First  Executive  foj 
being  the  biggest  buyer  oj 
the  $450  million  in  junP 
bonds  it  floated,  througl 
Drexel  Bumham  Lamber 
Inc.,  to  take  over  Pacific 
A  congressional  committer 
asked  the  Labor  Dept.  in  ; 
1987  letter  to  look  into  th%\ 
matter  for  possible  viola 
tions    of    federal  law 
Sources  say  that  Labor  in 
vestigators  have  urge(  . 
that    action    be    taker  : 
against  Maxxam,  but  noth  - 
ing     has     been  filed 
Maxxam  and  First  Execu 


tive  deny  the  charge,  saying  no  othe 
insurer  came  close  to  Executive's  bid. 

Lester  Reynolds  now  has  $55,000  ii 
Pacific's  savings  plan.  If  he  works  un 
til  age  62,  he  expects  to  more  thai 
double  that  as  a  cushion  to  suppk 
ment — or,  if  necessary,  replace — th 
$900  monthly  annuity  check  he's  due 
Failing  that,  he  figures  he  could  raise 
cash  by  logging  the  Douglas  fir  on  4( 
acres  he  owns  or  helping  his  son  bull 
houses.  His  retirement  may  be  some 
thing  he  never  expected — a  scramble. 

By  Jonathan  B.  Leinne  in  Fortujia 
Calif.,  with  bureau  reports 
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GOVERNMENT  I 


CONGRESS  HAS  THAT 
LEAN  AND  HUNGRY  LOOK 


vorable  tax  treatment  for  pension 
funds,  they  would  have  to  pay  the 
price  in  tougher  funding  standards. 
Since  1982,  Washington  has  set  ever 
stricter  rules  and  has  tried  to  assure 
that  benefits  are  spread  equitably 
among  all  employees. 

Pension  experts  say  that  the 
stepped-up  regulation,  designed  to  pro- 
tect the  plans"  stability",  is  onerous. 
"Employers  are  reluctant  to  offer  new- 
plans. "  says  Vance  J.  Anderson,  assis- 
tant general  counsel  at  Allied-Signal 
Inc.  "The  cost  to  provide  one  dollar's 
woith  of  benefits  continues  to  grow." 

The  deficit-di-iven  pension  policies 
Congress  is  now  considering  could  tip 
the  scales  even  more.  The  Senate,  for 
instance,  is  considering  a  S2  increase  in 
the  S16-per-worker  premiums  employ- 
ers pay  yearly  to  the  Pension  Benefit 


THE  HOTTEST  PENSION  REFORMS 
ON  CONGRESS'  PLATE 


As  it  readies  a  broad  an-ay  of  pension  legislation,  it's  proposing  taxes — and  more 

n Congress  lusts  after 
pension  funds  for  the 
same  reason  Willie 
Sutton  broke  into 
banks:  That's  where 
the  money  is.  Contri- 
butions to  the  funds 
  and  theii-  earnings  to- 

j:cii;er  arc  expected  to  reach  §S40  bil- 
lion this  year.  The  contributions  are 
tax-deductible,  the  earnings  ai-e  tax-ex- 
empt and  both  are  sweetening  a  pot 
that  by  yearend  will  be  brimming  with 
S2.6  trillion.  So  it  should  come  as  no 
surprise  that,  as  Congress  scrounges 
around  for  new  gimmicks  to  meet 
sti-ingent  budget-reduction  goals,  the 
untapped  funds  present  a  target  too 
tempting  for  lawmakei-s  to  ignore. 

But  as  the  Hill  readies  a  broad  array 
of  pension  legislation,  it's  eyeing  far 

moi*e  than  revenues.  Congi-ess  ]  

is  worried  about  the  role  pen-  ' 
sion  funds  play  in  capital  mar-  ^ 
kets  in  general  and  takeovers  [ 
in  particular,  so  it's  mulling 
over  several  proposals  that 
could  significantly  change  pen- 
sion-fund investment  decisions. 
Lawmakers  also  are  consider- 
ing new  rules  that  would  crimp 
employers'  discretion  on  pen- 
sions. The  proposals,  predict- 
ably enough,  are  explosive 
ones.  "What  we're  seeing  is  a 
battle  for  conu-ol  of  pension  as- 
sets between  labor,  employers, 
and  government."  says  Howard 
C.  Weizmann.  executive  direc- 
tor of  the  Association  of  Pri- 
vaie  Pension  i  Welfare  Plans. 
ONEROUS  RULES.  In  the  late 
1970s,  Congress  was  indifferent 
to  pension  funds,  because  a  le- 
thargic stock  market  had  left 
them  scrambling  just  to  meet 
funding  levels  required  by  the 
Employee  Retirement  Income 
Securitj"  Act  of  1974  iEPJ5.\i.  the 
landmark  federal  law  govern- 
ing pensions.  Only  when  the 
bull  market  filled  pension-fund 
coffers  to  overflowing  was  con- 
gressional interest  aroused. 
Congress  decided  that  if  compa- 
nies wanted  to  presen"e  a  fa- 


REVERSIONS  E;:.;:;;  ;.  c:  ^  .v.  „;d  find  it  harder  to  siphon 
excess  pension  fund  assets  into  company  coffers,  if  Sena- 
tor Howard  Metzenbaum  (D-Ohio)  and  Representative 
William  Clay  (D-Mo.)  get  their  way.  An  altemanve  bans 

reversions  completely 

JOIMT  TRUSTEES  Management-appointed  boards  control- 
ling corporate  pension  funds  would  have  to  give  up  half 
their  seats  to  employees,  according  to  a  bill  by  Represen- 
tative Peter  J.  Visclosk>"  (D-Ind.).  Defeated  this  year,  the 

measure  wiH  be  back  in  1990  

TAXES  Pension  funds  would  have  to  pay  a  5**  to  10% 
capital  gains  tax  on  their  short-term  trades,  under  a  biU 
by  Senators  Nancy  Kassebaum  and  Roben  Dole,  both 
Kansas  Republicans.  The  idea  also  interests  Senate  Fi- 
nance Committee  Chairman  Doyd  Bentsen  (D-Tex.)  and 

Bush  .Administration  economic  ofSdals  

PORTABILITY  Job  changers  could  roU  over  all  pension 
money  into  an  indi\idual  retirement  account,  according 
to  a  bill  by  Senator  James  Jeffords  (R-\"t.).  The  Labor 
Dept.  also  is  working  on  a  plan  that  would  allow  them  to 
transfer  their  accrued  pension  benefits 
BfTTS  DECISION  A  Supreme  Court  age-discrimination  rul- 
ing on  June  23  made  it  easier  for  companies  to  favor 
younger  workers  in  pro\iding  early  retirement  and  sev- 
erance packages.  Employers  like  that,  but  Senator  Da\id 
H.  Pn,-or  (D-.ArL)  and  Representative  Edward  R.  Roybal 
(D-Calif.)  want  a  new  law  to  ovemim  Betts 


Guarant\'  Corp..  a  federal  agency  th 
insures  pensions — even  though  ti 
agency  says  it  doesn't  need  the  e? 
S65  million  that  would  raise  in  199 
The  motive  for  the  bill:  The  added  re 
enues  would  help  trim  the  budget  de: 
cit.  Pension  experts  worrj-  that  \a.^ 
makers  may  also  xry  to  raise  reveni 
by  imposing  further  Umits  on  tax- 
ductible  contributions  that  compani( 
can  pour  into  pension  funds  and  on  tl 
amounts  that  highly  paid  workers  a 
stash  in  tax-exempt  retirement  plans 
ON  THE  Table.  The  most  chilling  pro 
pect  facing  pension  managers.  how( 
er,  is  the  possibility"  that  Congress  m£ 
start  to  tax  pension-fund  earnings.  U 
til  this  year,  that  was  a  line  lawmake 
dared  not  cross.  But  on  Sept.  21,  tl 
two  Republican  senators  from  Kansa 
Nancy  L.  Kassebaum  and  Bob  Do! 
introduced  a  bill  to  tax  capit 
gains  on  short-term  pension 
vestments.    The  legislatic 
would  impose  a  lO^c  tax 
gains  from  assets  held  for  le; 
than  30  days  and  a  5^^  tax 
gains  taken  in  less  than  1\ 
days.  WTiile  its  revenue  es 
mates  are  still  being  shaped, 
key  Senate  staffer  says  that 
the  bill  looks  like  a  big  mone 
maker,  it  has  a  shot. 

Although  the  Kassebaui 
Dole  bill  is  given  little  cham 
of  passing  this  year,  it's  on  tl 
table  for  1990.  And  its  introdt 


tion  could  clear  the  path  f 
other  pension-tax  proposal 
The  Congressional  Budget  0 
fice.  for  instance,  suggests  th 
Congress  might  raise  as  mu< 
as.  S5  bilUon  a  year  from  a 
tax  on  both  the  short-  and  Ion 
term  investment  income  of  pe 
sion  funds  and  indi\idual  retii 
ment  accounts.  "There  are 
variety-  of  proposals  that  we: 
once  just  gleams  in  people 
eyes."  says  Henry  Saveth, 
principal  v^ith  A.  Foster  Hi 
gins  &  Co.,  a  benefits  consu 
ing  firm  in  Princeton.  N. 
"Now,  we're  taking  them  ve^ 
seriously." 

Corporate  pension  manatTr] 
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and  organized  labor  oppose  the  Kasse- 
baum-Dole  legislation.  They  argue  that 
a  tax  on  pensions  makes  no  sense  at  a 
time  when  Congress  is  trying  to  en- 
courage savings.  They  also  worn-  that 
a  tax  could  harm  a  fund's  stability. 
"You  ultimately  may  cause  a  diminu- 
tion in  the  fund  itself,"  says  Mark  J. 
Ugoretz,  executive  director  of  the 
ERISA  Industry-  Committee,  an  employ- 
er group.  "It  could  cause  pension 
funds  to  take  greater  risks  to  get 
greater  earnings." 

CALMING  DOWN?  But  business  is  not 
united  on  this  point.  Several  CEOs  think 
a  pension  tax  may  be  a  good  way  to 
cure  short-term  thinking.  Says  Jeanne 
K.  Connelly,  vice-president  for  govern- 
ment affairs  at  Champion  Internation- 
al Coi-p.,  the  Stamford  (Conn.)  paper 


sentative  Peter  J.  Visclosky  (D-Ind.), 
would  require  companies  to  set  up 
boards  composed  equally  of  workers 
and  executives  to  oversee  pension  in- 
vestments. Employers  are  bitterly  op- 
posed to  the  bill,  arguing  that  workers 
would  sacrifice  investment  perfor- 
mance to  their  social  agendas — leaving 
business  to  pick  up  the  shortfall  if  the 
funds  run  low.  Business  managed  to 
defeat  the  legislation  on  Sept.  27,  but 
labor  is  expected  to  push  for  its  resur- 
rection next  year. 

It's  far  from  clear  that  business  will 
have  as  much  luck  fending  off  another 
issue  it  abhors  equally.  Howard  M. 
Metzenbaum  (D-Ohio).  chairman  of  the 
Senate  subcommittee  on  labor,  is  push- 
ing legislation  that  would  make  it 
harder  for  companies  to  do  "rever- 


HOWARD  METZENBAUM 

U.S.  Senator  (D-Ohio) 

"When  business 
needs  easy  cash  for 
a  merger  or  takeover, 
the  pension  plan 
is  one  of  the  first 
aces  thev  look' 


producer:  "We're  not  opposed  to  using 
the  tax  system  to  encourage  long-term 
investment." 

If  backers  of  the  bill  get  their  way, 
merger  mania  may  calm  down,  as  pen- 
sion managers  are  forced  to  alter  their 
investment  tactics.  One  of  the  propos- 
al's goals  is  to  give  funds  an  incentive 
to  shift  away  from  their  frenetic, 
quick-buck  mind-set.  Kassebaum  says 
the  bill  is  aimed  at  "encouraging  pen- 
sion fund  managers  to  adopt  a  long- 
term  investment  strategy-."  That,  she 
argues,  would  encourage  companies 
to  focus  more  on  innovation  and  pro- 
ductivity. 

Labor,  meanwhile,  is  pushing  for 
more  control  over  pension  funds  in  or- 
der to  gain  clout  in  coi-porate  decision- 
making. One  bill,  sponsored  by  Repre- 


sions" — siphoning  off  surplus  assets 
fi'om  pension  funds.  The  legislation 
could  crimp  acquisitions,  since  excess 
money  often  is  used  in  takeovei-s. 
MORE  TINKERING.  Indeed,  a  study  by  the 
American  Association  of  Retii-ed  Per- 
sons of  large  pension  reversions  from 
1985  to  1988  showed  that  86""^  of  the 
companies  looked  at  were  involved  in 
merger  activity.  "When  push  comes  to 
shove  and  business  needs  easy  cash 
for  a  merger  or  takeover  or  any  other 
pui-pose,  the  pension  plan  is  one  of  the 
first  places  they  look,"  Metzenbaum 
says. 

The  legislation,  co-sponsored  by  Rep- 
resentative William  L.  Clay  (D-Mo.). 
would  require  companies  that  want  to 
take  reversions  to  pro\ide  enough 
money  to  meet  all  current  and  project- 


ed obligations — and  to  pro\ide  a 
time  inflation  adjustment.  Now, 
they  have  to  do  is  buy  workers  ar 
ities,  which  usually  are  less  benefic 
than  pensions.  Business  worines  t- 
the  Metzenbaum-Clay  plan  could  st 
precedent  for  a  wave  of  new  gov^ 
ment-mandated  benefits. 
TOO  RESTRICTIVE.  Metzenbaum,  rec 
nizing  the  stiff  business  oppositior 
his  plan,  is  willing  to  cut  a  deal.  I 
return  for  support  on  his  reversi 
measure,  he  would  back  sometli 
companies  have  longed  for:  authoir 
to  use  excess  pension  funds  to  finalt 
soaring  retiree  health  benefits  withf ; 
having  to  terminate  their  plan.  Pens? 
managers  don't  like  the  deal,  sayini 
is  so  restrictive  that  few  compaii 
would  take  advantage  of  it.  Mt 
while,  the  Labor  Dept.  is  studjang  pi 
sible  options  for  legislation  to  allj 
workers  to  transfer  pension  creci 
when  changing  jobs. 

Beyond  the  major  pension-rela^ 

 ]  measures  in  Cc 

gress,   the  Lai 
Dept.  and  the  IntI 
nal  Revenue  Ser\ 
continue  to  dr 
benefits  speciali 
crazy  by  issuing 
merous  changes 
pension  rules.  Soi 
new  regulatiojs 
would  make 
tougher  for  empk 
ees  to  take  loa 
from  their  401(k) 
tirement  savin 
plans.  Others  wot 
ensure  that  pensi 
benefits  don"t  favor  high-income  e 
ployees.  But  pension  managers  cla 
that  many  new  regulations  designed 
help  low-income  employees  are  so  co 
plicated  that  employers  may  either 
nore  them  or  drop  their  plans  altogei 
er.  And  business  lobbyists  say  th 
may  go  back  to  Congress  for  sor 
relief.  "You  need  to  be  a  physicist 
understand  these  new  rules,"  coi 
plains  Weizmann. 

Even  when  business  wins  one,  it  h; 
a  fight  on  its  hands.  Take  last  June 
Supi'eme  Court  decision  that  made 
easier  for  companies  to  provide  ear 
retirement  and  severance  packages 
younger  workers.  Some  lawmaker 
claiming  age  discrimination,  alreac 
are  trying  to  overturn  the  decision. 

This  tinkering — both  major  and  n 
nor — with  pension  plans  isn't  likely 
end  soon.  As  long  as  the  funds'  coffe 
are  overflowing.  Congress  will 
there  to  get  its  share  of  the  excess- 
and  maybe  a  lot  more. 

By  Susaii  B.  Garland  in  Washingtc 
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Unisys  Corporation. 


INVESTING  I 


THE  NEW  BREED  OF  PENSIONS 
THAT  MAY  LEAVE  RETIREES  POORER 


Individuals  invest  more  conservatively  tiian  employers  do — which  can  end  up  backfiring 


The  idea  is  appealing, 
and  it  has  been  a  hit 
with  employees  and 
their  employers:  In- 
stead of  faceless  man- 
agers deciding  how  pen- 
sion funds  get  invested, 
employees  choose  their 
own  courses.  The  company  just  contrib- 
utes to  a  retirement  account,  and  the 
worker  chooses  an  investment  program 
from  several  options,  such  as  stocks  or 
fixed-income  securities.  There's  no  need 
to  wait  for  years  until  the  employee  gets 
the  rights  to  the  pension  money,  either. 
Job-hoppers  can  take 
their  nest  eggs  with 
them. 

Companies  also  like 
these  "defined-contribu- 
tion"  plans,  such  as 
401(k),  employee  stock 
ownership,  and  profit- 
sharing  plans.  They  put 
pension  expenses  on  a 
pay-as-you-go  basis.  Un- 
like defined-benefit 
plans,  in  which  the  com- 
pany guarantees  a  fu- 
ture benefit  it  tries  to 
meet  through  invest- 
ments, this  newer  breed 
of  benefit  leaves  no  li- 
abilities hanging  over 
the  balance  sheet.  The 
company's  obligation 
ends  when  it  makes  the 
contribution. 

CAREFUL  CHOOSERS.  All 

told,  defined-contribu- 
tion  plans  might  sound 
hke  the  ideal  pension 
program.  But  decades  from  now,  when 
younger  employees  retire,  they  may  be 
less  enthusiastic.  If  current  trends  con- 
tinue, experts  say  today's  employees  will 
wind  up  with  significantly  less  wealth 
than  if  their  employer  had  continued 
their  defined-benefit  funds.  "The  sad 
part  is,  by  the  time  people  wake  up,  it 
will  be  too  late,"  says  Rodger  Smith,  a 
partner  at  Greenwich  Associates. 

The  numbers  of  dollars  and  people  in- 
volved are  huge  and  getting  larger.  De- 
fined-contribution  plans  had  assets  of 
$594  billion  in  corporate  and  union  plans 


as  of  1987  and  covered  27.2  million  peo- 
ple. These  assets  were  up  25%  in  1988, 
and  they're  expected  to  grow  by  about 
15%  a  year  over  the  next  five  years, 
according  to  Greenwich  Associates.  As- 
set growth  is  coming  from  both  inflow 
of  cash  and  investment  gains.  Defined- 
benefit  plans  with  about  $1  trillion  in 
assets  covered  30.2  million  people,  but 
their  asset  base  is  growing  at  only  8%  a 
year,  largely  through  investment  gains. 
As  a  whole,  benefits  paid  are  outstrip- 
ping cash  contributions.  And  almost  any 
new  pension  plan  that  starts  up  today  is 
a  defined-contribution  program. 


HOW  THE  TWO  TYPES  OF  PLANS  INVEST 

DEFINED-BENEFIT  PLANS  ...BUT  DEFINED-CONTRIBUTION  PLANS 
FOCUS  ON  THE  STOCK  MARKET...      PREFER  MORE  STABLE  ASSETS 


e  STOCKS 
□  BONDS 


□  GUARANTEED 
INVESTMENT 
CONTRAOS 


m  asH 

□  OTHER 


DATA;  mimimmmKi 


The  problem  with  this  new  style  of 
pension  plan  lies  not  so  much  in  the 
dollar  amount  of  contributions,  but  how 
employees  choose  to  invest  them.  Indi- 
viduals choose  retirement-plan  invest- 
ments far  more  conservatively  than  em- 
ployers typically  do.  About  53%  of  the 
money  in  defined-contribution  plans  is 
parked  in  fixed-income  securities.  By 
contrast,  only  approximately  42%  of  de- 
fined-benefit plans  are  in  such  interest- 
bearing  investments.  It's  0.  K.  to  be  cau- 
tious, but  there's  a  price  to  pay  for  it. 
Over  long  periods,  riskier  investments 


such  as  stocks  outperform  less-ri 
bonds.  That's  just  a  plain  fact  of  ( 
nomic  life. 

Corporate  pension  managers  e; 
higher  returns  for  one  simple  reas 
Most  invest  heavily  in  equities.  In  li 
about  42%  in  defined-benefit  funds  ) 
invested  in  stocks  vs.  237"  for  defir 
contribution  plans,  not  including  sp 
sor's  stock.  And  for  many  of  the  b 
performing  defined-benefit  plans, 
percentage  was  even  higher.  For  exi 
pie,  Raytheon  Co.  earned  15.4%  on 
defined-benefit  plan  last  year  by  putt 
about  70%  in  equities. 

If  a  company's 
fined-benefit  manag 
turn  out  to  be  sawy 
vestors,  the  compj 
may  boost  retiree  be 
fits.  Of  course,  mi 
companies  have  take 
different  and  often  c 
troversial  route:  Tl 
have  skimmed  the  s 
plus  built  up  during 
bull  market  of  ' 
1980s,  leaving  o: 
enough  dollars  to  ] 
the  original  defii 
benefits.  The  exci 
dollars  are  then  re 
cled  back  into  the  coi 
rate  coffers.  ! 

Either  way,  the  nl 
sage  for  employees  \| 
must   choose  invfl 
ments  for  their  40] 
and  profit-sharing  pl| 
is  this:  You  really  n] 
equities  to  build  up 
big  bucks.  I 
Take,  for  example,  a  25-year-old 
begins  with  a  salary  of  $25,000  and  f 
6%  of  his  income — 50%  matched 
contribution  from  his  employer— ii 
401(k)  plan.  He  tags  25%  of  his  plan 
equity  investments  and  75%  for  fi: 
income  investments.  At  65,  he  will  \ 
built  up  $1.3  million,  a  9%  annual  ret 
according  to  Greenwich  Associates| 
the  worker  had  invested  as  a  defi 
benefit  plan  manager  would  have,  ' 
50%  in  stocks  and  50%  in  fixed-inc 
securities,  the  same  monies  would  1 
given  an  11%  return.  That  would  1 
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Even  the  smallest  state  budget  could 
be  classified  as  big  business.  That's 
why  states  across  the  country  and  the 
federal  government  are  turning  to  a 
computer  company  that  understands 
how  to  manage  the  business  of 
government. 

From  Revenue  to  Transportation, 
from  Labor  and  Environment  to  Centra 
Information  Services,  Unisys  helps 
government  address  a  wide  range  of 
public  policy  issues. 

Of  course,  this  expertise  is  available 
to  the  private  sector  as  well.  For  more 
information  on  hardware,  software,  and 
networking  systems  that  will  help  you 
manage  your  issues,  call  Unisys  today  at 
1-800-547-8362. 

UNISYS  AND  YOU 
The  power  of  ^ 


9  Unisys  Corporatia 


come  to  $2.1  million,  a  65'/?'  difference. 

The  shift  to  defined-contribution  plans 
coupled  with  employees'  predilection  for 
fixed-income  investments  also  has  major 
ramifications  for  the  financial  markets. 
If  current  trends  continue,  fewer  retire- 
ment dollars  will  find  their  way  into  the 
stock  market.  And  some  think  the  swing 
away  from  defined-benefit  and  toward 
defined-contribution  plans  helps  to  ex- 
plain why  corporate  pension  funds  have 
been  net  sellers  of  stocks  for  several 
years. 

'BRIGHT  SPOT.*  The  impact  of  the  defined- 
contribution  boom  is  already  being  felt 
in  the  market  for  guaranteed  investment 
contracts  (GICs),  which  is  one  of  the  most 
popular  investments  for  such  programs. 
A  GIG  works  much  like  a  certificate  of 
deposit,  except  that  it's  sold  by  an  insur- 
ance company.  But  as  the  GIG  market 


has  grown  to  $150  billion  from  $40  bil- 
lion about  a  decade  ago,  yields  have 
steadily  declined.  That's  because  demand 
for  GIGs  from  defined-contribution  plans 
outstrips  insurance  companies'  ability  to 
supply  them.  Five  years  ago,  GlCs  paid 
about  1.0  to  1.5  percentage  points  above 
a  Treasury  security  of  the  same  maturi- 
ty. Now,  that  premium  is  only  0.50  to 
0.75  percentage  points.  Banks  are  also 
getting  into  the  act  with  bank  invest- 
ment contracts,  which  are  effectively 
GDs  tailored  for  these  pension  plans. 
This  could  boost  competition  and  raise 
yields  a  bit.  "The  only  bright  spot  is  the 
competition  offered  by  the  banks,"  says 
Michael  Hoover,  a  vice-president  at  T. 
Rowe  Price  Associates  Inc.,  which  buys 
GIGs  for  customers. 

Another  option  for  many  employees  is 
to  invest  their  pension  money  in  their 


company's  stock.  In  fact,  about  19%  o 
defined-contribution  plans  are  investei  t^"^ 
here  vs.  an  insignificant  percentage  o  i  ^ 
defined-benefit  plans.  True,  it's  equitj 
but  consider  this:  An  employee's  curren 
income  depends  on  the  health  of  his  com 
pany.  Is  it  wise  to  make  his  retiremen 
income  dependent  on  his  employer  a  mt 
well?  And  furthermore,  if  an  employe 
has  no  other  equities  in  the  retiremenln 
plan,  he  will  be  insufficiently  diversified 
"It's  just  poor  management  of  your  as 
sets  to  tie  yourself  to  the  prospects  o  ini 
one  firm  so  closely,"  says  John  Markest  festi 
the  director  of  research  at  the  Americaiis 
Association  of  Individual  Investors. 

Granted,  you  need  equities,  but  ho\iigt( 
much?  Individual  considerations,  such  a  ten' 
what  and  how  much  a  person  holds  oul 
side  the  pension  plan,  also  play  a  rok  lev 
One  rule  of  thumb:  The  younger  yoi  see 


ire 


THEY  MAKE  SURE  THE  KITTY  KEEPS  PURRIHG 
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They're  quiet  and  soft-spoken,  and 
by  Wall  Street  standards,  their 
jobs  are  definitely  not  glamorous. 
But  when  it  comes  to  investing  Ameri- 
ca's pension  funds,  people  like  Edward 
T.  Tokar,  W.  Allen  Harrison,  and  John 
B.  Carroll  hold  the  real  reins  of  power. 

Meet  the  executives  who  are  at  the 
helm  of  defined-benefit  pension  plans 
at  most  large  corporations.  They're  an 
extremely  cautious  lot,  for  they  bear  a 
heavy  legal  burden:  Their  primary  obli- 
gation is  to  make  sure  there  is  money 
in  the  kitty  to  pay  the  promised  bene- 
fits. That's  a  major  difference  from 
Wall  Street,  where  the  guy  who  makes 
the  most  money  for  himself  is  king. 

More  than  anything  else,  these  man- 
agers allocate  assets.  They  don't  ago- 
nize over  the  merits  of  investing  in 
Ford  vs.  General  Motors  or  whether  to 
buy  airlines  or  auto  stocks.  Instead, 
they  decide  how  much  to  invest  in 
stocks,  bonds,  and  perhaps  some  real 
estate,  venture  capital,  and  leveraged 
buyouts.  The  investment  details  are 
left  to  others. 

INTO  BONDS.  Asset  allocation  isn't  tak- 
en lightly:  Over  time,  it  can  have  a  far 
greater  impact  on  returns  than  the 
choice  of  one  stock  over  another.  To 
make  these  decisions,  pension  execu- 
tives must  weigh  expectations  about 
the  markets  against  the  need  to  pay 
benefits  to  current  and  future  retirees. 

Basically,  it  comes  down  to  this:  The 
more  pensioners  and  near-retirees  a 
company  has,  the  more  conservative  its 
investment  strategy.  That  usually 
means  more  bonds.  Stocks  have  higher 
I  long-term  returns,  but  investment- 


grade  bonds  offer  predictable  re- 
turns— a  coupon  payment  every  six 
months  and  the  principal  at  maturity. 

So  Allied-Signal  Inc.,  for  instance, 
has  only  457"  of  its  $4.5  billion  defined- 
benefit  plan  in  equities  and  nearly  as 
much  in  fixed-income  securities.  In 
part,  that's  because  Tokar,  a  vice-presi- 
dent, is  not  too  bullish  on  stocks. 

But  there's  another  consideration. 
The  company  has  one  retiree  for  every 


active  employee,  the  result  of  restruc- 
turing and  a  rash  of  early  retirements. 
Last  year,  Allied-Signal  laid  out  $280 
million  in  payments  to  retirees  and  re- 
ceived only  $70  million  in  corporate 
contributions.  "We  pay  out  very  large 
sums,  which  gives  us  a  conservative 
bias,"  he  says.  Still,  the  defined-benefit ^es 
plan  gained  14.7%  vs.  16.5%  for  the 
stock  market. 
Some  big-company  pension  plans, 
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•e,  the  more  equity  you  should  have, 
id  fixed  income  should  be  phased  in 
aring  later  years.  A  30-year-old  might 
it  his  retirement  funds  into  a  diversi- 
ed  stock  portfolio  and  start  adding 
xed-income  securities  around  age  50. 
ut  Jan  Walsh,  an  academic  associate  at 
le  College  for  Financial  Planning, 
arns  that  even  employees  near  retire- 
ent  need  to  have  some  stocks.  "If 
)u're  going  to  live  another  30  years, 
)u  need  equities  for  growth  of  capital," 
16  says. 

Companies  are  expected  to  start  edu- 
iting  their  employees  about  retirement 
vesting.  But  in  general,  "most  corpora- 
3ns  have  yet  to  step  up  to  the  plate  to 
ilp  teach  employees  to  make  the  right 
ng-term  investment  decisions,"  says 
reenwich  Associates'  Smith. 
Others  have  taken  a  different  tack: 
ney  restrict  investments  in  GlCs  to  em- 
oyees  over  50,  says  Robert  L.  Reyn- 


olds, president  of  Fidelity  Institutional 
Retirement  Services  Co. 

Some  experts  think  employees  will 
eventually  come  around  to  more  equity 
investments — when  the  systems  allow  it. 
In  general,  401(k)  plans  are  far  less  tech- 
nologically advanced  than  mutual  funds. 
"401(k)  plans  are  run  as  if  employees  are 
filing  a  dental-insurance  claim,  rather 
than  dealing  with  a  broker.  It's  real 
Stone  Age  administration,"  says  John 
Mulligan,  a  senior  vice-president  at  State 
Street  Bank  &  Trust  Co. 
MORAL  OBLIGATION.  Many  plans  don't  let 
employees  know  what  their  up-to-date 
balances  are,  give  them  few  investment 
options,  and  make  it  hard  to  shift  money 
around.  "The  more  competing  invest- 
ments that  are  offered,  the  more  people 
will  diversify,"  says  Reynolds. 

Big  mutual-funds  purveyors,  such  as 
Merrill  Lynch  &  Co.  and  Fidelity  Invest- 
ment Inc.,  are  getting  into  the  defined- 


contribution  business.  That  should  widen 
the  array  of  investment  opportunities, 
which  are  often  limited  to  very  few  asset 
choices,  and  improve  the  record-keeping 
systems.  At  Fidelity,  the  401(k)  business 
has  doubled  in  the  past  two  years,  to  $11 
billion  under  management.  Fidelity  pro- 
vides customer  services  to  401(k)  plan 
participants  similar  to  those  they  offer 
their  regular  mutual-fund  customers. 

Financial-services  firms,  corporations, 
and  employees  have  welcomed  the  huge 
wave  of  defined-contribution  plans.  Now, 
companies  have  a  moral  obligation  to  im- 
prove the  administration  of  their  plans 
and  to  help  educate  their  work  forces  on 
how  to  best  invest  retirement  funds.  But 
the  bottom  line  is  that  employees  will 
decide  how  comfortably  they  live  when 
they  retire.  And  if  they  make  the  wrong 
investment  decisions,  they'll  have  no  one 
to  blame  but  themselves. 

By  Leah  J.  Nathans  in  New  York 


lowever,  stick  to  equities  even  when 
;hey  have  a  heavy  retiree  burden.  Ex- 
ton  Corp.  tries  to  maintain  75%  of  its 
sension  fund  in  equities  and  25%  in 
fixed-income  securities  over  the  long 
^rm.  "You  cannot  have  consistent 
ligh  performance  without  a  high  com- 
Donent  of  equity,"  says  Harrison,  an 
assistant  treasurer. 

Exxon  puts  its  allocation  decisions  to 
work  using  "passive"  investment  strat- 
egies such  as  index  funds.  Instead  of 
aying  to  hire  portfolio  managers  to 
Deat  the  Standard  &  Poor's  500-stock 
index,  Exxon  settles  for  whatever  the 


S&P  500  brings.  While  it  can't  beat  the 
market,  it  doesn't  risk  trailing  it,  ei- 
ther. About  90%  of  Exxon's  $3.8  billion 
in  stock  and  fixed-income  investments 
are  indexed — one  of  the  highest  pro- 
portions among  funds. 

Active  managers  cannot  consistently 
outperform  the  market,  says  Harrison, 
which  is  why  "we  do  not  try  to  pick 
individual  stocks.  We  rephcate  the 
broad  market."  Also,  index  funds  are 
cheap  to  operate,  since  the  portfolio 
can  be  managed  on  a  computer.  The 
system  works:  Exxon's  mix  of  stocks 
and  bonds  gained  157o  last  year. 


Sticking  with  stocks  was  also  how 
GTE  Corp.  earned  15.8%  on  its  pension 
fund  last  year.  Out  of  $10.5  billion  in 
assets,  69%  was  in  equities,  says  Car- 
roll, who  is  president  of  GTE  Invest- 
ment Management  Corp.  GTE  is  one  of 
a  growing  number  of  companies  that 
have  spun  out  pension  management 
into  separate  subsidiaries,  where  man- 
agers' compensation  can  be  tied  to  an- 
nual performance  targets.  While  GTE 
sets  the  broad  policy  framework,  the 
investment  managers  have  consider- 
able autonomy. 

RASH  DECISION?  Carroll  attributes  part 
of  his  success  to  investments  overseas. 
About  14%  of  the  fund's  assets  are  in 
international  stocks,  and  he  hopes  to 
push  that  up  by  one-third  in  three  to 
five  years.  Most  major  pension  funds 
invest  only  3%  to  5%  of  their  assets  in 
foreign  stock  markets.  "It's  amazing 
that  U.  S.  pension  funds  have  not  been 
more  aggressive  in  this  area,"  says 
Carroll,  who  was  a  pension  consultant 
before  signing  on  at  GTE. 

One  lure  of  investing  in  overseas 
markets  is  simply  higher  returns. 
Growth  in  many  foreign  economies  will 
be  faster  than  in  the  U.  S.,  and  that 
should  benefit  equity  investors  in  their 
companies,  says  Carroll.  Diversification 
is  an  important  consideration,  too.  For- 
eign markets  often  perform  differently 
from  U.  S.  markets,  which  has  the  ef- 
fect of  dampening  a  pension  fund's 
overall  volatility. 

Sending  a  piece  of  your  pension 
overseas  may  sound  like  a  pretty  gutsy 
move.  But  if  folks  like  John  Carroll  are 
doing  it,  it's  not  done  rashly.  When  it 
comes  to  moving  the  levers  of  pension 
power,  they  do  it  ever  so  carefully. 

By  Leah  J.  Nathans  in  New  York,  with 
Todd  Vogel  in  New  Haven,  Conn. 
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IF  YOU'RE  NOT  A  GIANT, 
ROLL  UP  YOUR  SLEEVES 


Getting  pension  funds  to  lend  to  startups  takes  elbow  grease 


If  you  run  a  small  busi- 
ness or  want  to  start  a 
new  enterprise,  those 
billions  of  extra  pen- 
sion-fund dollars  niight 
make  you  think  there's 
a  sliver  available  for 
you.  Sorry,  Charlie,  put 
your  hand  back  in  your  pocket.  Steering 
pension-fund  money  into  a  small  busi- 
ness is  like  towing  an  iceberg  up  the 
Amazon — a  long  and  tortuous  journey 
that  leaves  little  to  show  for  the 
effort. 

Why  is  it  so  difficult  to  attract  pension 


pools  raised  was  from  pension  funds. 

But  pension  funds  and  other  investors 
have  been  cutting  back  sharply  on  ven- 
ture capital.  Last  year,  venture  funds 
pulled  in  just  $2.8  billion.  Some  think 
that  the  take  this  year  may  be  even  less. 
The  reason?  Returns  have  soured.  Ven- 
ture investors  make  their  money  when 
the  companies  in  which  they  invest  be- 
come prosperous  and  then  are  sold  or  go 
public.  Since  the  1987  market  crash,  ini- 
tial stock  offerings  are  way  down.  "I 
don't  think  I  have  ever  seen  a  tougher 
climate  to  raise  money,"  says  attorney 
Joseph  W.  Bartlett,  senior  partner  at 


JOSEPH  BARTLETT 

Venture  capital  expert 

'I  don't  think 
I  have  ever  seen  a 
tougher  climate 
to  raise  money' 
since  the  October, 
1987,  market  crash 


money  to  a  small  business?  To  begin 
with,  the  Labor  Dept.  doesn't  allow  pen- 
sion plans  to  make  such  investments  di- 
rectly. To  the  feds,  they're  just  too  risky 
when  the  retirement  security  of  millions 
of  workers  is  at  stake.  So  the  only  way 
you  can  get  pension  dollars  is  if  they're 
filtered  through  venture-capital  firms. 
Until  recently,  that  wasn't  a  problem. 
Lured  by  talk  of  extraordinary  returns, 
the  pension  funds  plunged  eagerly  into 
large  venture-capital  pools.  At  the 
1987  peak,  nearly  half  the  $4.4  billion  the 


Gaston  &  Snow,  a  New  York  law  firm, 
and  author  of  Venture  Capital:  Law  & 
Business. 

Some  venture  capitalists  are  lucky: 
They  find  a  niche  pension  funds  like. 
Peter  Parker's  Wellesley  (Mass.)  firm. 
Ampersand  Ventures,  is  attempting 
to  put  together  a  fund  to  finance  special- 
ty chemical  makers.  Pension  plans  have 
furnished  50%  of  the  $21  million  that 
Parker  has  raised  in  just  nine  months. 
Parker,  who  is  also  soliciting  invest- 
ors who  might  end  up  as  owners,  would 


be  able  to  get  even  more  money  fro 
the  funds  if  he  asked.  But  he's  £ 
exception. 

Part  of  the  venture  capitalists'  difi 
culties  arise  because  they  don't  solic 
pension  funds  directly,  either.  Insteai 
they  go  through  skeptical  middlemen- 
pension-fund  consultants  who  screen  ii 
vestment  managers.  More  than  half  c 
all  pension  plans  rely  on  consultants 
FRIGID  RESPONSE.  A  slow  spell  for  vei 
ture  capital  is  bad  news  for  cash-starve 
small  businesses.  When  investors  g( 
conservative,  venture  firms  do,  too 
they  want  no  part  of  startups  or  sma 
ventures,  which  take  too  long  to  de]iv( 
an  adequate  return — if  they  don't  g 
bust  first. 

Instead,  venture  capital  is  going  int 
leveraged  buyouts  and  investments 
solid,  mature  companies.  That  make 
prospecting  for  venture  investment  a 
endurance  contest.  Lawyer  Bartlett  ha 
a  client  in  a  hot  area,  computer  ne 
works,  with  projected  annual  sales  of  $ 
million.  Not  bad.  He  recently  got  f 
nanced  by  a  venture  firm — the  75th  on 
he  contacted. 

What's  an  entrepreneur  to  do?  Loo 
to  friends,  family,  and  associates — an 
to  foreign  investors  eager  to  get  a  piec 
of  American  action. 
That's  how  Robert  F.  Bennett  funde 
his  startup,  Micrc 
Fridge  Inc.,  whic 
sells  a  combine 
microwave-refrigert 
tor-freezer  for  hott 
and  college  dorr 
rooms.  The  $42f 
three-foot-tall  appl 
ance  does  not  ovei 
load  the  rooms 
15-amp  electrical  a 
pacity  because 
shuts  off  the  refrig 
erator  for  the  brie 
time  the  microwav 
is  cooking.  Rennet 
also  wants  to  marke 
in  Japan,  land  of  the  tiny  apartmeni 
After  he  designed  the  product,  lined  u| 
a  manufacturer,  and  calculated  sale; 
projections — $15  million  in  1990 — the  fo 
mer  computer  programmer  was  sun 
that  financing  would  quickly  folio 
Wrong.  Of  the  40  venture  firms  he  cor 
tacted,  just  10  bothered  to  respond.  The 
all  said  no.  Eventually,  he  secured  a  $1 
million  line  of  credit  from  a  Korean  tra- 
ing  company. 

Some  fine  day,  the  venture  climati 
may  improve,  and  pension  money  will  bi 
back  to  ease  this  baleful  condition.  Unti 
then,  securing  first-time  capital  will  tak 
as  much  inventiveness  as  coming  u{ 
with  the  product. 

By  Laura  Jereski  in  Bosto 
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Ilic  client  is  in  Atlanta.  The  opportunity  is  in  Bangkok. 

.innarallelcd  global  network  can  pn)vidc.  ^ 
^  [m(>rpNumber()neinf<>reignex^^ 


CITICORPO 


Nature's  perfect  package:  the  egg. 
Sealed  in  our  perfect  package,  an 
amazing  plastic  called  Barex,  it  stays 
fresh  many  times  longer.  By  keeping 
oxygen  out,  Barex  has  become  a  market 
leader  in  difficult  packaging  applica- 
tions, such  as  keeping  luncheon  meats 
fresh,  surgical  supplies  sterile,  and 
chemicals  contained.  Proof  that  where 
BP  America  people  are  concerned, 
ingenuity  is  part  of  the  package. 


sot) 


R 


k  Solid  i 


Armed  with  the  resources  to  help  you, 
no  matter  what  the  investment  climate. 


Prudential-Bache 

Securities' 


>REBOARDI 


THE  TOP  200:  WHO'S  WHO 
AMOHG  CORPORATE  PEHSION  FUNDS 

Here  are  the  companies  that  run  the  plans  that  wield  enormous  wealth 


Here  is  a  snapshot  of 
the  enormous  wealth  of 
America's  private  pen- 
sion system.  It  focuses 
on  the  biggest  200  cor- 
porate plans,  as  com- 
piled by  Compustat  Ser- 
vices Inc.,  a  unit  of 
mdard  &  Poor's  Corp.,  and  by  the  La- 
r  Dept. 

[n  general,  pension-plan  performance 
a  function  of  how  well — or  badly — 


their  asset  managers  do  in  the  market. 
But  growth  or  shrinkage  can  also  be 
affected  by  other  developments,  such  as 
acquisitions  that  bring  in  new  pension 
assets  and  beneficiaries  and  divestitures 
that  reduce  the  totals.  General  Motors 
Corp.'s  pension  program  saw  its  assets 
decline  5';^  from  1987  to  1988,  but  it  still 
weighs  in  as  the  largest  of  the  corporate 
plans,  with  $39.8  billion,  gm's  plan  would 
rank  fourth  if  the  list  included  public- 
employee  plans,  led  by  the  $67.1  bil- 


lion Teachers  Insurance  &  Annuity  As- 
sociation-College Retirement  Equities 
Fund. 

GLOSSARY 

Assets  The  value  of  assets  set  aside  at 
yearend  1988  to  pay  pension  benefits 

Cha  nge  The  percentage  increase  or 
decrease  of  assets  from  1987 

Partiei  pants  Total  of  retirees  and 
vested  and  nonvested  current  employees 
covered  at  latest  available  date 


iompany 

Assets 

Change 

Number  of 

Company 

Assets 

Change 

Number  of 

Millions 

Percent 

participants 

Millions 

Percent 

particfponts 

IBBOTT  LABORATORIES 

$  851.9 

7 

24918 

CONSOLIDATED  EDISON 

2577.0 

10 

20460 

UEXANDER  &  ALEXANDER 

476.0 

138 

1 1864 

CONSOLIDATED  NATURAL  GAS 

831.8 

9 

4515 

ILLIED  SIGNAL 

4141.0 

8 

96969 

CONRAIL 

776.0 

9 

81421 

kLUMINUM  CO.  OF  AMERICA  (ALCOA) 

2557.3 

7 

51417 

CONTEL 

749.0 

18 

19749 

AMERICAN  BRANDS 

1303.1 

3 

51000 

CONTROL  DATA 

671.0 

-10 

30521 

VMERICAN  CYANAMID 

1096.7 

28 

35086 

COOPER  INDUSTRIES 

660.4 

-10 

18837 

IMERICAN  ELECTRIC  POWER 

1075.7 

9 

23371 

CORNING 

718.5 

7 

23828 

IMERITECH 

10766.1 

10 

78500 

CPC  INTERNATIONAL 

581.6 

-9 

6594 

(MERICAN  TELEPHONE  &  TELEGRAPH 

28462.0 

7 

399598 

CSX 

714.0 

-11 

7406 

IMOCO 

2500.0 

10 

54120 

CUMMINS  ENGINE 

895.9 

-5 

12572 

\MP 

525.0 

16 

14207 

DANA 

712.4 

6 

16358 

IMR 

1701.5 

9 

39213 

DEERE 

2280.0 

12 

51792 

IHHEUSER-BUSCH 

765.1 

6 

43266 

DELTA  AIR  LINES 

2704.8 

3 

46745 

IRMCO 

1589.0 

5 

39322 

DETROIT  EDISON 

759.5 

2 

15000 

IRMSTROHG  WORLD  INDUSTRIES 

847.1 

14 

22349 

DIGITAL  EQUIPMENT 

1592.0 

18 

61342 

iElL  ATLANTIC 

9669.5 

12 

103601 

DONNELLEY  (R.  R.)  &  SONS 

625.0 

13 

27042 

iELLSOUTH 

9136.9 

11 

128765 

DOW  CHEMICAL 

2928.0 

37 

39481 

iETHLEHEM  STEEL 

2811.9 

22 

110026 

DU  PONT 

12333.0 

6 

162967 

tOEIHG 

5638.0 

9 

149424 

DUKE  POWER 

703.3 

8 

23941 

tOISE  CASCADE 

725.7 

9 

22861 

DUN  &  BRADSTREET 

876.3 

13 

17033 

lORDEN 

472.2 

7 

34648 

EASTMAN  KODAK 

6102.0 

16 

111900 

SOWMAR  INSTRUMEHT 

925.5 

NM 

NA 

EATON 

1011.7 

16 

17084 

3RIST0L-MYERS 

750.5 

7 

23180 

EMERSON  ELECTRIC 

600.8 

NM 

33961 

BURLINGTON  RESOURCES 

472.3 

NM 

22100 

ENTERGY 

623.2 

6 

16613 

lAMPBELL  SOUP 

605.3 

6 

15605 

ETHYL 

608.1 

11 

10856 

CATERPILLAR 

3837.0 

19 

71335 

EXXON 

6625.0 

6 

75316 

CBS 

546.9 

-10 

18752 

FEDERAL  EXPRESS 

622.9 

155 

34742 

CENTERIOR  ENERGY 

661.0 

8 

10085 

FORD  MOTOR 

18442.9 

14 

264487 

CENTRAL  &  SOUTH  WEST 

509.0 

15 

11114 

FMC 

464.5 

9 

34900 

CHAMPION  IHTERNATIONAL 

997.5 

9 

20795 

FPL  GROUP 

1213.8 

19 

NA 

CHEVRON 

3757.0 

3 

114117 

GANNETT 

554.5 

1 

26987 

CHRYSLER 

4358.3 

20 

222777 

GENERAL  DYHAMICS 

3365.3 

12 

126971 

CINCINNATI  BELL 

531.7 

14 

6354 

GEHERAL  ELECTRIC 

21502.0 

7 

387483 

CMS  ENERGY 

700.0 

11 

13993 

GEHERAL  MILLS 

702.3 

18 

23792 

COASTAL 

591.6 

10 

16429 

GENERAL  MOTORS 

39873.4 

-5 

821620 

COCA-COLA 

495.7 

9 

11828 

GENERAL  PUBLIC  UTILITIES 

885.4 

11 

18336 

COLGATE-PALMOLIVE 

786.1 

29 

23769 

GEORGIA-PACIFIC 

640.0 

23 

31926 

COLUMBIA  GAS  SYSTEM 

664.5 

6 

15016 

GM  HUGHES  ELECTRONICS 

3792.3 

10 

99800 

COMBUSTION  ENCINEERIHG 

603.5 

7 

19665 

GOODYEAR  TIRE  &  RUBBER 

1021.5 

-35 

91184 

COMMONWEALTH  EDISON 

1879.0 

6 

24871 

GRACE  (W.  R.) 

872.7 

9 

16098 

;iAL  REPORT 
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Compoiy 

Assets 

Change 

Number  or 

Company 

Assets 

Change 

Number  of 

AAiltmnc 

portioponts 

(Villi  lunit 

Percent 

pGi  liOpUlllS  1 

uRUMHIAH 

1 OOA  O 

1  vo4.y 

c 
J 

Dull  ID  HADDIC 

rillLlr  MQKRIS 

4353.0 

48 

3 1 88 1 

GTE 

9074.0 

10 

71054 

PITNEY  BOWES 

501.3 

12 

19192 

HEINZ  (H  J  1 

958.2 

10 

13746 

POLAROID 

625.4 

9 

1 3030 

iiebciii.es 

1 124.9 

7 

25221 

PPG  INDUSTRIES 

1020.5 

4 

23225 

HEWLETT-PACKARD 

557.0 

18 

61519 

PUBLIC  SERVICE  ENTERPRISE 

888.0 

13 

19044 

HONcTWf  IL 

1  QiL  1  0 

loo  1 .0 

- 1 

004 VU 

All  JIVED  AATC 

QUAHER  OATS 

559.9 

NM 

13462 

IHGEBSOLL-RAHD 

783. 1 

31 

19612 

OUANTUM  CHEMICAL 

523.0 

5 

10434 

INLAND  STEEL  INRIISTRIES 

1488.0 

4 

34094 

RALSTON  PURINA 

812.1 

3 

1 6929 

IBM 

19598.0 

3 

280245 

RAYTHEOH 

1968.0 

17 

32272 

INTERNATIONAL  PAPER 

■  n  1  EHUMI  aVHME  rHrKH 

1956.0 

14 

40536 

REYHOLDS  METALS 

665.1 

19 

28738 

ITT 

ITT 

Z 1/4. U 

1 

OOOZZ 

DID  UADIC^A 

RJK  NABIKO 

3073.0 

oo 

23949 

JAHES  RIVER 

983.8 

8 

35422 

ROCKWELL  INTERNATIONAL 

6222.4 

_9 

125009  1 

JOHNSON  &  JOHNSON 

1557.0 

67 

27575 

ROHM  &  HAAS 

793.0 

7 

9675 

K  MART 

986.0 

10 

1 83954 

SAFEWAY  STORES 

830.5 

34 

20526  1 

KIEWIT  (PETER)  SONS 

niKnii   \rEiEn/  aivii^ 

849.0 

_2 

NA 

SANTA  FE  PACIFIC 

503.9 

-46 

1 8056 

KIMBEICLT-CLARK 

974.7 

4 

15383 

CAIfeJI  IKE 

MRA  LEE 

737.9 

3 

11367 

KROGER 

479.9 

15 

17244 

SCE 

1326.6 

10 

23636 

LILLY  (ELI) 

1315.8 

15 

22592 

SCHERIHG-PLOUGH 

467.3 

1 1 

10247 

LITTON  INDUSTRIES 

913.6 

_4 

28508 

SCHLUMBERGER 

496.0 

10 

34130 

lACKHEED 

4981 .0 

3 

135207 

SCOTT  PAPER 

954.3 

26 

17093 

1  Anifc 

4/U.U 

Q 

1  OOi.0 

CEADC  DAEDil^tf 

4802.0 

10 

29 1 1 64 

ITV 

983.4 

9 

122673 

SINGER 

704.9 

16207 

MANVILLE 

739.9 

5 

21792 

SOUTHERN 

1976.0 

16 

28835 

MARSH  &  McLEHNAN 

836.9 

115 

1 1796 

SOUTHERN  NEW  ENGLAND  TEL 

1426.8 

10 

29472 

MARTIN  MARIETTA 

1987.8 

65758 

SOUTHWESTERN  BELL 

6189.3 

9 

92732 

MAaaAM  wROUP 

522.0 

24651 

24990 

CIIH 

1232.0 

-25 

20796 

MAYTAG 

470.1 

10 

5232 

SUNDSTRAHD 

487.8 

1 1 

10386 

McDERMOTT  INTERNATIONAL 

862.0 

9 

6425 

TELEDYNE 

1425.7 

5 

1 8507 

McDOMNELL  DOUGLAS 

5099.0 

14 

169875 

TENNECO 

2421.0 

-8 

47947 

MEAD 

590.4 

7 

20140 

TEXACO 

1648.0 

29 

34679 

MERCK 

1 124.7 

7 

14389 

TEXAS  AIR 

1318.3 

2 

NA 

MERRILL  LYNCH 

796.5 

-12 

36024 

TEXAS  INSTRUMENTS 

864.3 

_3 

49288 

MINNESOTA  MINING  &  MANUFACTURING 

2649.0 

8 

59539 

TEXAS  UTILITIES 

839.7 

15 

15166 

MOBIl 

2986.0 

10 

45620 

TEXTRON 

2229.5 

9 

32104 

MONSANTO 

3169.0 

2 

43651 

THIOKOL 

552.9 

-6 

14308 

MOTOROLA 

531 .0 

19 

54949 

TIMES  MIRROK 

789.4 

6 

10103 

NAVISTAR  INTERNATIONAL 

181 1 .0 

NM 

73488 

TIMKEN 

602.9 

5 

1 1 089  1 

NCR 

1970.3 

1 1 

34573 

TRANS  WORLD  AIRLINES 

902.6 

-24 

35293  i 

NEW  YORK  STATE  ELECTRIC  &  GAS 

481 .5 

13 

4550 

TRIAN  HOLDIHGS 

880.3 

23 

NA 

NIAGARA  MOHAWK  POWER 

811.1 

10 

14768 

TRW 

1860.0 

4 

59375  1 

UADEAI V  CAIITUKBII 

NORrOLH  SOUTHERN 

704.2 

10 

10388 

U.  S.  WEST 

7120.0 

8 

101684 

NORTH  AMERICAN  PHILIPS 

1025.0 

21 

25578 

UAL 

1822.2 

12 

55220 

NORTHEAST  UTILITIES 

768.0 

9 

12465 

UNION  CARBIDE 

2078.0 

28 

29216 

NORTHROP 

2271  3 

3 

46258 

UNION  ELECTRIC 

WiliVn  EEE^Iili^ 

503  0 

12 

9659 

NWA 

1 138.5 

13 

32600 

UNION  PACIFIC 

867  0 

1 1 

10312 

NTNcA 

1 1539.0 

1 1 

130250 

UNIROTAL  COODRKH  TIRE 

484.4 

NM 

4823 

OHIO  EDISON 

548  5 

12 

7582 

UNISYS 

3271  5 

7 

1 00099 

OLIN 

726.0 

13 

20681 

UNITED  TECHNOLOGIES 

5644  9 

-6 

698 1 3  1 

OWEh^-CORHIHG  fIRERGLAS 

529  0 

_1 

13050 

UNITED  TELECOMMUNICATIONS 

Villi  EV    i  EEE^Viilliilf  iliUti  iViU 

1085  7 

1 J 

29772 

OWEHS-ILLINOIS 

2014  2 

23 

55260 

UNOCAL 

o 
— o 

1 JOOZ 

PAUrK  ENTERrRlsES 

807.0 

13 

17058 

IIBIAIIM 

UrJOHrl 

798.4 

17 

12753 

PACIFIC  GAS  &  ELECTRIC 

2535.7 

15 

39558 

USAIR  GROUP 

1276  1 

1 A 
1  o 

10865 

PACIFIC  TELESIS  GROUP 

8898.0 

1 1 

1 1 1571 

USX 

0J04.V 

A 

u 

1 J040J 

PACIEICORP 

502.9 

68 

10093 

WARHER-LAMBERT 

853  3 

12 

29731 

PENHEY  (J  Cl 

1 164.0 

9 

131533 

WESTINGHOUSE  ELECTRIC 

3745  1 

3 

155132 

DCHIICVIIfAIIIA  DAWKD  it  llftItT 
rBlllldlLVAIIIA  rUffffEK  Qi  Llvni 

1  1 

1  Ai;  A 1 

WECTIfAm 
nESI  VA^U 

686.4 

-1 1 

1  yt  C1  A 
I4D  10 

PEOPIES  ENERGY 

481.3 

-8 

5009 

WEYERHAEUSER 

705.0 

18 

17936 

PEPSICO 

708.5 

10 

32569 

WHIRLPOOL 

751.9 

9 

14795 

PFIZER 

1123.4 

19 

19753 

WOOLWORTH 

567.0 

5 

52976  1 

PHILADELPHIA  ELECTRIC 

1163.1 

10 

13763 

XEROX 

3138.0 

10 

50124 

DATA:  STANDARD  8.  POOR'S  COMPUSTAT  SERVICES  INC.,  LABOR  DEPT.,  BW 


NA  =  not  available  NM  =  not  meoningful 
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The  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
hotel  room  or  hotel 
payphone  in  the  U.S.,  to 
virtually  any  phone  in 
the  world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  special  recordings,  or 
dial  differently  from 
different  phones.  And 
whether  you  dial  direct 
or  use  an  operator,  you'll 
never  experience  hidden 
charges  with  MCIf 

The  MCI  Card  guar- 
antees you  access  to  the 
unsurpassed  quality 
of  the  MCI  network. 
And  savings  over  AT8>0~, 
month  after  month. 

Take  the  MCI  Card. 
Or  take  your  chances. 

Let  us  show  youf 
1-800-888-0800. 


The  MCI 

Card. 
Americans 
Business 
Card. 


inance 


BANKING  I 


AT  THE  'EL  DORADO  OF  IMPAIRED  ASSETS/ 
EVERYTHING  MUST  GO 


The  RTC's  risky  sell-off  of  $300  billion  worth  of  assets  from  failed  S&Ls  has  workout  pros  salivating 


The  reception  room  of  Resolution 
Trust  Corp.,  the  new  agency 
charged  with  cleaning  up  the  sav- 
ings and  loan  industry,  looks  like  Grand 
Central  Terminal.  Dallas  real  estate 
dealmakers  and  briefcase-toting  Wall 
Street  investment  bankers  jostle  for  ap- 
pointments with  the  handful  of  harried 
officials  who  are  staffing  the  fledgling 
agency.  One  RTC  director  reports  that  he 
has  received  about  200  calls  a  day  and 
12,000  letters  since  the  office  opened 
three  months  ago. 


from  two  large  S&Ls  this  past  summer. 
But  now  comes  the  hard  part:  The  RTC 
must  recruit  and  oversee  a  small  army 
of  appraisers,  managers,  and  marketers 
charged  with  maximizing  the  value  of 
the  government's  eclectic  portfolio.  A 
botched  job  could  make  the  bailout  more 
expensive  to  taxpayers  and  even  drive 
up  mortgage  rates. 

One  of  the  biggest  chunks  of  the  RTC 
portfolio  consists  of  billions  in  mortgage- 
backed  securities,  which  will  have  to  be 
placed  with  investors  such  as  insurance 


A  WALL  STREET  PLAN  TO  TURN  THRIFTS'  TRASH  INTO  CASH 


►  Resolution  Trust  Corp. 
owns  mortgages,  houses, 
shopping  centers,  other  build- 
ings, and  raw  land  from  de- 
funct thrifts  it  has  taken  over. 
Instead  of  selling  the  assets  at 
fire-sale  prices,  it  pools  them 
as  backing  for  bonds 


►  Gradually  selling  some  of 
the  assets,  RTC  gets  cash  to 
pay  interest  and  principal. 
Top-quality  bonds  Wall  Street 
has  sold  to  the  public  have  first 
claim  on  the  proceeds;  the 
riskier  ones  RTC  has  kept 
have  the  lowest  priority 

DATA:  KIDDER,  PEABODY  &  CO. 


►As  the  public  sees  RTC  sell 
the  assets  at  impressive 
prices.  Wall  Street  will  be  able 
to  drum  up  demand  for  the 
bonds  RTC  holds;  RTC  seUs 
them  at  a  premium  and  re- 
coups some  of  the  govern- 
ment's money 


It's  easy  to  see  why.  Workout  special- 
ists are  salivating  over  the  prospect  of 
getting  in  on  the  biggest  liquidation  sale 
in  history.  The  RTC  will  be  putting  up 
about  600  S&LS  for  sale  or  dismember- 
ment over  the  next  five  years.  The  sell- 
off  could  put  as  much  as  S300  billion  on 
the  block  in  securities,  real  estate,  and 
other  assets,  many  of  which  are  bad  or 
underperforming.  "We  look  at  Washing- 
ton and  see  an  El  Dorado  of  impaired 
assets,"  says  David  Maughan,  managing 
director  at  Kidder  Peabody  &  Co. 

The  process  has  gotten  off  to  a  good 
start,  with  the  smooth  sale  of  assets 


companies,  banks,  and  pension  funds.  If 
too  much  comes  to  market  too  soon, 
prices  of  mortgage  securities  could  be 
pushed  down,  forcing  up  yields.  That 
would  mean  higher  interest  rates  for 
home  buyers,  because  the  market  for 
mortgage  securities,  such  as  those  from 
the  Government  National  Mortgage 
Assn.,  dictates  rates  charged  by  banks. 

The  biggest  test  will  come  when  the 
RTC  tries  to  market  an  inventory  of  trou- 
bled real  estate  that  could  total  SlOO  bil- 
lion. Some  are  truly  odd  lots,  such  as  a 
Phoenix  home  with  an  ice-skating  rink 
and  kitchen  the  size  of  a  basketball 


court.  Giants  such  as  Kidder,  Bear 
Stearns,  Citicorp,  and  Merrill  Lynch  are 
considering  novel  approaches  that  will 
be  needed  to  unload  these  properties. 

One  idea  being  discussed:  putting  the 
diverse  assets  in  a  trust,  then  raising 
cash  by  selling  bonds  backed  by  the 
trust's  property  (chart).  While  many 
think  this  is  overstating  the  ability  of 
Wall  Street  to  "securitize"  anything, 
"the  size  of  the  problem  dictates  that 
you  do  everything  you  can,"  says  Lewis 
Ranieri  of  Ranieri,  Wilson  &  Co.  Indeed, 
Kidder  already  has  a  proto- 
type for  such  deals  under 
way  at  a  Premier  Bancorp 
unit  in  Baton  Rouge,  La.  It 
is  using  the  mortgage  secu- 
rities structure  in  a  liquida- 
tion that  includes  740  resi- 
dential mortgages  and  430 
parcels  of  raw  land. 
GREAT  TIMING.  The  salvage 
efforts  began  even  before 
the  RTC  was  created,  and  the 
market  digested  the  flow  of 
securities  with  only  minor 
hiccups.  In  August,  Ranieri 
helped  the  government  sell 
$14  billion  of  mortgage- 
backed  securities  held  by  a 
subsidiary  of  American  Sav- 
ings &  Loan  Assn.,  which 
the  U.S.  had  sold  to  Fort 
Worth  financier  Robert  M. 
Bass  in  1988.  And  Laurence 
D.  Fink  of  the  Blackstone 
Group  has  aided  in  the  liqui- 
dation of  a  $4.5  billion  port- 
folio held  by  Gibraltar  Sav- 
ings in  Beverly  Hills,  Calif.,  that  was  put 
under  government  management  in 
March. 

The  timing  for  the  upcoming  asset 
sales  couldn't  be  better.  Institutional  in- 
vestors, burned  by  a  market  fraught 
with  takeovers  and  junk-bond  jitters,  are 
hungry  for  mortgage  securities.  "Corpo- 
rate bonds  are  no  longer  seen  as  a  safe 
haven  because  of  junk  and  takeover 
risk,"  says  Andrew  D.  Stone,  a  manag- 
ing director  at  Prudential-Bache  Securi- 
ties Inc.  "We've  been  able  to  engineer 
mortgages  to  look  like  corporate  bonds" 
at  their  best,  he  says.  Better  yet,  neW' 
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bank  capital  requirements  that  treat 
mortgage  investments  favorably  will 
create  an  important  market  for  S&Ls' 
mortgage-related  assets. 

The  RTC's  upcoming  spinoff  of  home 
loans  and  mortgage  securities  promises 
to  enhance  the  business  of  the  tw^o  gov- 
ernment-chartered giants,  the  Federal 
National  Mortgage  Assn.  and  the  Feder- 
al Home  Loan  Mortgage  Corp.  Fannie 

Mae  plans  on  sopping  up  some  of  the 
RTC  product  by  buying  loans  on  low-  and 
moderate-income  housing. 

Most  market  watchers,  though,  are 
only  cautiously  optimistic  that  the  RTC's 
big  sell-off  can  be  accomplished  with  no 
disruption  of  the  bond  and  real  estate 
markets.  After  all,  jitters  that  preceded 
the  liquidations  of  Gibraltar  and  Ameri- 
can assets  during  the  summer  helped 

drive  up  jields  on  Ginnie  Maes  to  aboi 
10%,  1.5  points  over  Treasurj^  bonds- 
one  of  the  highest  spreads  in  years.  An 
Ranieri  cautions  that  Wall  Street's  S' 
curitization  machine  "can't  turn  stra 
into  gold.    But  if  the  RTC  can  turn  il 
straw  into  hay  and  unload  it  at  a  fa 
price,  it  will  be  just  as  marvelous  a  fea 
By  Catherine  Yang  in  Washington  art 
David  Zigas  in  New  York 

THE  BAILOUT  GENERAL  WHO  ROSE  FROM  THE  RANKS 

Li 


■nance 


It's  a  task  that  requires  the  execu- 
tive charisma  of  a  Lee  lacocca,  the 
financial  wizardry-  of  a  Bernard  Ba- 
ruch,  and  the  political  finesse  of  a 
Clark  Clifford.  So  Washington  eye- 
brows went  up  when  the  Bush  Admin- 
istration picked  obscure  career  bureau- 
crat David  C.  Cooke  to  head  Resolution 
Trust  Corp.,  the  new  agency  that  is 
overseeing  the  multibillion-dollar  res- 
cue of  the  thrift  industry. 

Even  though  Cooke  isn't  the  kind  of 
heavy  hitter  the  inside-the-Beltway 
crowd  expected,  it's  a  bit  early  to 
write  him  off.  Those  who  know  him 
say  that  Cooke's  love  of  number- 
crunching,  his  intricate  knowledge 
of  banking  regulation,  and  his  close 
ties  to  his  mentor.  Federal  Deposit 
Insurance  Corp.  Chairman  L.  Wil- 
liam Seidman — whom  Cooke  served 
as  deputy  for  two  years — make  him 
a  shrewd  choice  for  the  job.  Still, 
skeptics  question  whether  the  43- 
year-old  Cooke  is  up  to  the  role  of 
bailout  czar. 

Since  its  creation  on  Aug.  9,  the 
RTC  has  moved  slowly,  selling  or 
closing  only  33  insolvent  thrifts 
with  assets  of  S8.6  billion.  By  year- 
end,  the  agency  plans  to  spend 
about  .S4  billion  to  offset  the  nega- 
tive net  worth  of  another  20  thrifts 
as  it  sells  them  to  outside  investors. 
(The  investors  then  inject  capital  to 
bring  them  up  to  regulaton,-  stan- 
dards.) But  that  still  would  make 
just  a  small  dent  in  the  hundi-eds  of 
thrifts  and  hundreds  of  billions  in  as- 
sets that  eventually  will  reach  the  RTC. 
LOW  PROFILE.  The  slow  pace  is  not  en- 
tirely Cooke's  fault.  Quibbling  among 
the  Federal  Resen'e  Board  and  other 
agencies  over  capital  levels  slowed 
down  some  early  deals.  Congress  has 
balked  at  providing  more  money  to  fi- 
nance RTC's  operations.  Now,  it  has 
only  60  W' ashington  staffers  and  750  in 
the  field,  but  within  a  year  it  should 
have  as  many  as  10,000  employees.  All 
this  is  diverting  attention  from  the 
RTC's  main  goal.  But  success  in  Wash- 


ington will  require  both  stature  and 
political  sa\'vy,  qualities  Cooke  has  not 
displayed  in  abundance.  "He's  still  in 
the  shadow  of  Seidman,"  says  Repre- 
sentative Bruce  F.  Vento  (D-Minn.), 
who  chairs  the  House  RTC  task  force. 

Cooke's  low  profile  is  not  surprising, 
given  his  background  in  the  halls  of 
officialdom.  He  joined  the  FDIC  21 
years  ago,  after  his  interest  was 
piqued  by  an  ad  that  promised  bank 
examiners  lots  of  travel.  The  ad  didn't 
mention  that  the  per  diem  travel  allow- 


ance was  only  $12  or  that  headquarters 
would  be  a  dingj%  one-room  field  office 
in  Cooke's  hometowm  of  Baltimore.  His 
anal\-tical  abilities  led  to  posts  in  the 
research  and  bank-supenision  units  at 
FDIC  headquarters  and,  ultimately,  to  a 
job  as  Seidman's  right-hand  man.  Seid- 
man, who  also  sen'es  as  chairman  of 
the  RTC  Board  of  Directors,  handpicked 
Cooke  as  the  RTC  chief.  Cooke's  boost- 
ers say  that  was  a  reward  for  years  of 
service  in  the  trenches.  But  some  ob- 
servers wonder  if  the  hard-hitting  Seid- 
man acted  out  of  a  desire  to  keep  con- 


trol of  the  RTC  firmly  in  his  grasp, 
Cooke's  easygoing,  unpretentiou; 
manner  will  prove  an  asset  in  building 
loyaltj'  at  the  new  agency.  But  there's 
no  telling  how  he  will  fare  in  the  bruis- 
ing political  battles  that  will  swir. 
around  the  great  thrift  sell-off.  "He 
tends  to  be  ven,'  cautious,"  says  Vento, 
"But  being  too  timid  can  get  you  intc 
difficulties." 
MONEY,  MONEY.  The  most  critical  issut 
facing  Cooke  is  the  need  to  persuade 
Congress  to  fork  over  working  capital 
Congress  gave  the  RTC  the  author- 
ity to  raise  $50  billion  througl' 
bonds,  but  the  RTC  may  need  as 
much  as  $100  billion  more  in  work 
ing  capital  over  the  next  five  years 
Lawmakers  are  reluctant  to  ap 
prove  more  uncontrolled,  off-budge1 
borrowings,  however.  That  means 
the  RTC  must  work  hard  to  swaj 
wary  legislators.  Says  Cooke:  "We 
really  have  to  focus  our  time  edu 
eating  members  of  Congress." 

Without  the  extra  money,  it  wil 
be  tough  for  Cooke  to  carry  out  hii 
plan  to  mop  up  after  the  industry's 
years  of  miscalculations.  He  begar 
by  dismantling  the  thrifts  whose  as 
sets  are  so  suspect  that  buyen 
aren't  interested  in  taking  on  th(i 
whole  S&L.  The  deposits  are  takei 
over  by  other  institutions  and  th( 
assets  liquidated  by  RTC.  Now 
Cooke  is  putting  on  the  block  thrifts 
with  at  least  some  attractive  assets 
Among  the  first  to  go  in  the  secom 
phase  will  be  some  of  the  biggest  mon 
ey-losers,  for  they  tend  to  drive  up  lo 
cal  deposit  rates  the  most.  These  in 
elude  Bright  Banc  Sa\ings  Assn.  ii 
Dallas,  San  Antonio  Sa\-ings  Assn.,  an< 
Baltimore  Federal  Financial,  which  to 
gether  have  a  negative  net  worth  total 
ing  Si  billion. 

As  a  longtime  regulator,  Cooke  is  oi 
home  ground  as  he  deals  with  the  tasl 
of  selling  and  liquidating  sick  thrifts 
But  he  will  have  to  learn  fast  how  Xt 
navigate  Washington's  political  waters 
By  Catherine  Yang  in  Washingtm 
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IS  ANY  STOCK 
SHOCK-PROOF? 
THESE  COME  ClOSE 

What  do  you  do  when  the  mar- 
ket cracks,  leaving  a  tough, 
volatile  mood  in  its  wake? 
Buy  IBM.  That's  what  investment  strat- 
egist Lazlo  Birinyi  Jr.  has  been  doing. 

Birinyi  believes  that  IBM  is  one  of  a 
handful  of  stocks  that  will  ride  out  the 
storm  of  volatility  and  bounce  to  high- 
er ground  in  the  not-too-distant  future. 
In  times  like  these,  he  says,  with  the 
market  swinging  50  to  100  points  in  a 
matter  of  minutes,  one  shouldn't  panic. 

"Investors  should  take  full  advan- 
tage of  the  volatility,"  says  Birinyi, 
who  was  chief  market  strategist  at  Sal- 
omon Brothers  before  setting  up  his 
own  firm,  Birinyi  Associates,  in  Sep- 
tember. Pick  stocks  with  a  history  of 
strong  resilience — "those  that  tend  to 
perform  well  no  matter  what  the  mar- 
ket is  doing  or  where  the  economy  is 
going."  Birinyi's  other  picks  for  the 
rocky  market  he  sees  ahead:  Walt  Dis- 
ney, Philip  Morris,  Procter  &  Gamble, 
and  Compaq  Computer. 

Birinyi  notes  that  IBM  slumped  below 
$100  a  share  on  Friday  the  13th,  when 
the  Dow  Jones  industrial  average 
closed  with  a  190-point  loss.  He  insists 
that  IBM  has  seen  its  lows  for  this  year. 
"You  may  not  make  money  on  the 
stock  for  a  couple  of  months  or  so,"  he 
says,  but  "the  rewards  will  be  well 
worth  the  wait."  Scores  of  investors 
dumped  IBM  when  the  computer  giant 
posted  a  big  drop  in  third-quarter  earn- 
ings and  revenues.  But  Birinyi  expects 
Big  Blue  to  start  improving  its  profit- 
ability. 

'VISION.'  Disney,  on  the  other  hand,  con- 
tinues to  be  accumulated  by  the  smart- 
money  crowd.  "It's  the  Big  Board 
stock  that  has  the  strongest  investor 
support,  including  big  foreign  inves- 
tors,'' he  notes.  Even  when  Disney, 
currently  at  125,  hits  150,  "it  should 
still  be  considered  a  buy,"  says  Birinyi. 
The  company's  theme  parks  in  Japan 
and  France,  he  says,  typify  the  "global 
Disney."  Concludes  Birinyi:  "Manage- 
ment has  a  vision  of  what  it  should  be. 
s  a  result,  you  can't  say  at  this  point 
t  how  high  the  stock  will  go." 
'tto  for  Procter  &  Gamble,  current- 
xding  near  its  1989  high  of  134 
despite  the  Oct.  13  minicrash.  Philip 
Morris  is  another  market  stalwart  that 
has  quickly  snapped  back  to  approach 


■  -^.Q  31  SINESS  WEEK/NOVEMBER  6,  1989 


WHAT  ONE  PRO  LIKES  IN 
A  VOLATILE  MARKET 


Stock  price 

Od 

,  13 

Oct.  25  1989  high 

COMPAQ  COMPUTER 

98 

108% 

II2V2 

IBM 

102 

101% 

130% 

PHILIP  MORRIS 

41 

431/2 

453/4 

PROCTER  &  GAMBLE 

121 

130 

134 

WALT  DISNEY 

123 

125 

136V4 

DATA.  LASZLO  BIRINYI  ASSOCIATES,  INC. 


its  1989  high  of  45%,  and  Compaq  has 
rebounded  close  to  its  1989  high  of 
112  V2.  Birinyi  feels  that  Compaq,  a  big 
maker  of  portable  PCs,  is  the  "premier 
and  fastest-growing  technology  compa- 
ny." These  stocks  are  bucking  the  mar- 
ket's swings,  says  Birinyi,  and  have  no- 
where to  go  but  up. 


ICAHN  EDGES  ClOSER 
TO  TAKING  USX 

A lot  of  scattered  pieces  appear  to 
be  falling  into  place  for  the  big 
move  on  USX  by  TWA  Chairman 
Carl  Icahn.  Word  is  that  the  New  York 
financier  has  been  buying  more  shares 
of  the  oil-and-steel  company  since  the 
stock  fell  from  38  to  32  on  Friday  the 
13th.  Icahn  is  said  to  be  boosting  his 
stake  to  just  about  15% — the  threshold 
that  triggers  a  poison  pill  set  up  by 
management  in  early  October. 

The  pill,  a  shareholder-rights  plan, 
was  installed  just  after  Icahn  bought 
more  than  4.2  million  shares  a  week 
before  the  market's  dramatic  plunge. 
The  stock  was  then  trading  at  around 
36.  That  purchase  raised  his  stake  to 
13.1%  from  11.4%'. 

The  rights  plan  prevents  any  group 
that  owns  15%  of  USX  from  gaining 
control  without  buying  all  outstanding 
shares  at  "a  fair  price."  The  triggered 
plan  will  also  distribute  to  shareholders 
preferred-stock  purchase  rights. 

What's  Icahn  up  to?  The  corporate 
raider  declined  to  comment.  But  one 
takeover  pro  believes  that  Icahn  may 
trip  the  15%  trigger  and  then  mount  a 
takeover  attack. 

Most  analysts  put  USX'  breakup  val- 
ue at  not  more  than  $59  a  share.  But 
one  takeover  professional  values  usx' 
assets  at  $70  to  $80  a  share.  He  says 
the  company's  energy  operations  alone, 
which  include  Marathon  Oil  and  Texas 
Oil  &  Gas,  are  worth  $50  to  $55  a 
share. 

"Icahn  is  always  a  buyer  of  stock  at 


cataclysmic  times,"  says  another  in- 
vestment professional  who  has  been 
buying  USX.  "Icahn  likes  to  move  in  on 
unusual  opportunities,  and  USX  is  clear- 
ly one  such  undervalued  opportunity 
for  him,"  says  the  money  manager.  He 
notes  that  Icahn  and  usx  Chairman  and 
CEO  Charles  Corry  met  twice  recently, 
and  "there  was  absolutely  no  chemis- 
try between  the  two" — certainly  a  big 
difference  from  the  financier's  warm 
relationship  with  Corry's  predecessor, 
David  Roderick.  Corry  has  already  put 
the  Texas  Oil  &  Gas  operations  on  the 
block,  but  Icahn  is  believed  to  have 
pressed  for  a  major  restructuring  to 
get  the  full  value  of  usx's  assets.  USX 
declined  to  comment. 


A  SOFTWARE  STAR'S 
lONG-TERM  BONUS 

Computer  Sciences  is  one  of  the 
few  computer-related  stocks  that 
still  has  loyal  fans.  One  reason: 
The  Big  Board-listed  company  is  a 
leader  in  the  design  and  manufacture 
of  integrated  software  systems— a  rap- 
idly growing  business.  Some  analysts 
expect  earnings  for  1990  to  hit  $4.25  a 
share  from  an  estimated  $3.80  for  1989 
vs.  1988's  $3.28.  Sales  could  reach  $1.5 
billion  this  year. 

Computer  Sciences,  which  also  pro- 
vides software  systems  for  consumer- 
credit  reporting  and  large-scale  claims  ■ 
processing,  derives  70%f  of  its  revenue 
from  the  federal  government. 

Recent  big  buyers  of  the  stock  are 
attracted  for  another  reason,  though. 
In  an  agreement  signed  last  year  with- 
out much  fanfare.  Computer  Sciences 
was  given  the  option  to  sell  its  Credit 
Services  subsidiary  to  Equifax,  an  in- 
formation-services company,  for  not 
less  than  $365  million,  or  $23  a  share. 
Computer  Sciences'  stock  currently 
trades  at  $50  a  share.  "That  means 
that  if  the  company  elects  to  sell  the  . 
division,  the  i-est  of  the  company  is  Li 
selling  for  only  $26  a  share,"  says  one  \'i 
money  manager. 

Although  thi^  agreement  stipulates 
that  a  sale  car  take  place  only  after 
March,  1991,  tlie  projected  transaction 
is  regarded  as  an  ace  in  the  hands  of 
Computer  Scieiices'  shareholders.  In- 
deed, for  the  p;  lent  investor,  the  divi- 
sion's sale  is  a  sure  thing — money  in 
the  bank.  Plus,  an  investor  group  in 
Dallas  that  inclu.les  Morton  Meyerson, 
former  president  of  Electronic  Data  \ 
Systems,  and  financier  Richard  Rain-  \ 
water  is  said  to  be  eyeing  Computer 
Sciences. 
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INTEGRATED  RESOURCES: 

THE  RISE  AND  FALL  OF  A  DEBT  ADDICT 
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It's  a  classic  1980s  morality  tale  involving  greed,  mismanagement,  and  creative  accounting 


The  first  sign  of  trouble  came  last 
April  at  Drexel  Burnham  Lambert 
Inc.'s  high-yield  bond  conference. 
Arthur  H.  Goldberg,  chief  executive  of 
Integrated  Resources  Inc.,  a  high-flying 
financial  services  company,  had  the 
floor.  His  challenge:  to  lead  investors 
through  Integrated's  bewildering  finan- 
cial maze.  But  while  describing  Integrat- 
ed's balance  sheet,  he  lost  them.  He  let 
slip  the  words  "soft  assets."  Then  he 
hinted  that  a  badly  needed  injection  of 
equity  might  not  materialize.  When  a 
Drexel  representative  cut  off  questions 
early,  bondholders  rushed  to  the  stage 
to  confront  Goldberg.  Short  sellers  raced 
each  other  to  pay  phones  in  an  effort  to 
borrow  more  stock  to  sell  short. 

After  a  decade  of  dancing  at  Drexel's 
"Predators'  Ball,"  the  music  was  about 
to  stop  for  Integrated  Resources.  By 
June  9,  Drexel  couldn't  roll  over  a  por- 
tion of  Integrated's  $40  million  in  com- 
mercial paper  coming  due.  Then,  the 
company's  banks  failed  to  extend  an 
emergency  line  of  credit.  Without  the 
funds.  Integrated  stopped  payment  on  a 
$1  billion  mountain  of  short-term  debt — 
making  it  one  of  the  few  companies  ever 
to  default  on  its  commercial  paper.  Hold- 
ers of  its  stock  and  bonds  panicked,  and 
the  final  tally  is  likely  to  show  that  in- 
vestors and  creditors  lost  approximately 


$1.5  billion  on  Integrated  Resources. 

Now,  the  company  is  scrambling  to 
sell  its  core  insurance  and  money-man- 
agement businesses  (chart)  to  stave  off 
a  Chapter  11  bankruptcy  filing.  But  it's 
having  a  hard  time  finding  buyers.  The 
company's  breakup  value  has  slid  from 
$2  billion  to  less  than  $650  million  since 
the  default,  says  Andrew  J.  Herenstein, 
an  analyst  with  Delaware  Bay  Co.  Inte- 
grated's stock  now  sells  for  IVs,  while 
its  various  bonds  trade  at  anywhere 
from  4(t  to  25(t  on  the  dollar. 
HIGH-WIRE  ACT.  What  happened?  More 
than  just  a  business  failure.  The  rise  and 
fall  of  Integrated  Resources  is  a  parable 
of  1980s  excess.  Greed,  mismanagement, 
and  aggressive  accounting  all  played  a 
part.  Founders  Selig  A.  Zises  and  Gold- 
berg created  a  company  that  was  addict- 
ed to  debt.  A  slew  of  well-heeled  finan- 
cial institutions  supported  its  habit. 
Besides  its  ties  to  Drexel,  Integrated  fig- 
ured in  the  loan  portfolios  of  Mellon 
Bank  Corp.,  Chemical  Bank,  and  51  oth- 
ers. Equitable  Life  Assurance  Society 
owned  9%  of  the  company's  equity  until 
last  spring,  while  Templeton,  Galbraith 
&  Hansberger  Ltd.  owned  about  16%. 
Blue-chip  companies  such  as  USX  Corp. 
bought  its  commercial  paper.  And  as  for 
the  rating  agencies,  Standard  &  Poor's 
Corp.  rated  the  company's  debt  invest- 


ment grade  until  the  last  moment,  whilejiiicti 
Moody's  Investors  Service  Inc.  tagged  it 
at  the  highest  of  its  speculative  ratings. 

The  lure  of  big  fees  and  high  interest^NNi 
rates,  some  four  percentage  points 
above  the  rate  on  solid  companies,  out- 
stripped any  reluctance  by  lenders  to 
keep  piling  on  more  debt.  Says  one  chas- 
tened banker:  "This  is  the  kind  of  com- 
pany that  if  you  did  old-line  credit  analy- 
sis, you'd  never  lend  to.  But  it  was  a 
glory  type  of  company.  You  had  kids 
with  yellow  ties  and  red  suspenders  that  ileii 
were  setting  the  world  on  fire." 

By  last  spring,  however,  neither  debt 
nor  Drexel  was  such  a  hot  commodity. 
With  junk-bond  king  Michael  R.  Milken 
under  indictment  for  securities  fraud 
and  with  the  fears  of  recession  building, 
the  magic  that  propped  up  debt-depen 
dent  companies  like  Integrated  had  be 
gun  to  vanish.  "Milken  was  the  money,' 
says  an  Integrated  executive.  Withoutii 
him  steadying  the  market,  Integrated's  % 
high-wire  act  finally  gave  its  lenders  ver 
tigo.  They  all  ran  for  the  exits  at  the 
same  time. 

They'll  likely  be  reunited  with  Inte- 
grated in  court.  Already,  one  bank  has 
sued  for  repayment  of  a  loan,  and  share-  Jeo 
holders  have  filed  a  class  action  charg- 
ing the  company  and  its  directors  with 
securities  fraud.  A  Mutual  Life  Insur- 
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HOW 

INTEGRATED 
BEGAN  TO 
UNRAVEL 


YEARENDDEBT,  EXCEPT  1989, 
WHICH  IS  AS  OF  JUNE  30 


1981  DEBT 
$165  MILLION 


1981  Congress  creates  a 
tax  shelter  for  real  estate 
syndications.  Integrated 
jumps  on  the  concept 

1983  Integrated  diversi- 
fies. Starts  a  money-man- 
agement unit 


1984  DEBT 
$1.1  MILLION 


1984  Integrated  steps 
up  sales  of  public  real  es- 
tate partnerships 


1985  Integrated  buys 
Guardian  Life  to  expand 
its  insurance  business 

1986  Tax  reform  wipes 
out  tax  shelters,  Integrat- 
ed's big  money-maker 


1987  DEBT 
$1.5  BILLION 


1987  Wall  Street's 
Bloody  Monday  triggers 
a  slowdown  of  Integrat- 
ed's core  insurance,  mon- 
ey management,  and  lim- 
ited partnership 
businesses.  Meanwhile, 
management  stretches 
out  the  amortization  of 


costs,  boosting  net  in- 
come by  $7  million  in  the 
fourth  quarter 

DECEMBER,  1988  ICH 

Chairman  Robert  Shaw 
buys  Chairman  Selig 
Zises'  stake  in  Integrat- 
ed. Shaw  promises  to 
pump  $158  million  into 
Integrated  in  return  for 
voting  control.  Aithur 
Goldberg  takes  over  as 
Integrated's  chief  execu- 
tive officer 

FEBRUARY,  1989  Inte 
grated  hires  Bear  Steams 
to  give  a  fairness  opinion 
on  Shaw's  proposed  deal. 


Assignment  expands 
seeking  other  bids 


(ore 


MAY,  1989  Whitehallfe 

nancial  Group  backs 
away,  saying  it  can't  g 
enough  financial  infor 
tion.  Integrated  says  I  n 
Shaw  deal  is  dead,  bui  t:\ 
continues  to  look  for ; 
equity  partner 


O'la 


puce; 


JUNE,  1989  Drexel  0  j 
cials  can't  roll  over  a  j  t 
tion  of  Integrated's  cc 
mercial  paper  coming 
due.  Integrated  asks 
Drexel  to  buy  it,  but 
Drexel  says  no.  CEO 
Goldberg  then  asks 


Hi.  I 
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ice  Co.  of  New  York  unit 
id  USX  have  both  sued 
rexel,  also  charging  fraud. 
By  May  23,  1989,"  the  usx 
lit  alleges,  "Integrated  had 
effect  become  a  Ponzi 
:heme  operated  for  the  bene- 
t  of  Drexel  and  Integrated's 
p  management,  who  with- 
•ew  millions  of  dollars  from 
itegrated  each  year  in  fees, 
tlaries,  and  bonuses."  The  10 
inks  that  cut  off  Integral 
I's  line  of  credit  may  also  be 
ible.  Ditto  for  accountants 
)uche  Ross  &  Co.,  who  nev- 
■  flagged  Integrated's  finan- 
al  statements. 

•INNING  TALES.  Drexel  has 
)t  yet  responded  to  the  suits, 
ellon  and  Chemical,  the  lead 
inks,  issued  a  joint  state- 
ent  saying  only:  "The  banks 
ted  in  full  accord  with  the 
•ovisions  of  the  revolving 
edit  agreement."  Both 
oody's  and  S&P  say  they  sig- 
iled  the  market  about  uncer- 
inties  by  putting  Integrated 
1  their  watch  lists,  with  neg- 
ive  implications,  in  May  and 

June,  respectively.  Touche 
3SS  did  not  return  phone  calls. 
Given  Integrated's  bizarre  capital 
ructure,  it's  a  wonder  anyone  was 
ught  by  surprise.  "It's  very  hard  to 
•gue  that  there's  much  logic  to  the 
nount  of  debt  taken  on  by  Integrated," 
ncedes  Goldberg.  By  June  30,  total 
■bt  had  doubled  since  1984,  to  almost 
1  billion,  while  underlying  common  eq- 
ty  stayed  under  $200  million. 
For  better  or  worse,  Integrated's  flock 

believers  is  a  tribute  to  the  innate 
lesmanship  of  two  childhood  friends: 
g  Zises  and  Arthur  Goldberg,  both  47. 
jnsummate  dealmakers,  Zises  and 
oldberg  were  masters  at  spinning  a  co- 


herent tale  from  Integrated's  tangled 
web.  Interviews  with  business  associates 
and  a  dozen  current  and  former  execu- 
tives and  directors,  however,  indicate 
their  management  abilities  fell  far  short 
of  their  ambition  and  optimism.  Con- 
cedes one  of  the  company's  former  direc- 
tors: "Arthur  Goldberg  is  a  great  com- 
municator. But  he's  not  such  a  good 
executive." 

As  for  Zises,  executives  say  that  in 
recent  years  he  was  no  longer  interested 
in  day-to-day  operations,  despite  his  title 
as  CEO.  Though  both  executives  admit 
some  mistakes,  they  maintain  that  Inte- 
grated's major  problem  was  not  poor 


management  but  an  unexpect- 
ed crisis  in  confidence  among 
its  lenders  in  June.  "It's  cra- 
zy," says  Zises.  "There  was 
no  indication  from  any  of 
our  lenders  that  they 
wouldn't  continue  to  finance 
our  business." 

Zises  and  Goldberg  grew 
up  together  in  Queens,  N.  Y., 
attended  the  same  grammar 
school,  and  eventually  crossed 
the  East  River  to  attend  New 
York  University.  Zises,  the 
son  of  a  dressmaker,  ven- 
tured into  equipment  leasing, 
while  Goldberg,  whose  father 
owned  a  mail-order  company, 
became  a  lawyer.  Having 
drifted  apart  in  college,  they 
reunited  in  1968.  With  Zises' 
brother  Jay,  they  founded  In- 
tegrated and  took  it  public. 
LUCRATIVE  NICHE.  For  more 
than  a  decade,  the  company 
did  a  good  business  in  sale- 
leasebacks  of  buildings  and 
other  real  estate.  Integrated 
would  set  up  a  partnership  to 
buy  a  building  and  lease  it 
back  to  the  former  owner. 
The  tenant  got  cash  for  a  ma- 
jor asset,  and  the  partnership  got  rent 
and  the  building's  equity.  As  for  Inte- 
grated, it  collected  deal-structuring  fees 
and  a  share  of  the  rents  and  equity. 

It  wasn't  until  1981,  however,  that 
Zises  and  Goldberg  found  their  most  lu- 
crative niche — tax-shelter  syndications. 
That  year,  Congress  created  a  special 
tax  deduction  for  real  estate  investment 
losses.  By  structuring  partnerships  so 
that  annual  mortgage  costs  and  depreci- 
ation expense  exceeded  rent  payments, 
investors  could  show  paper  losses  and 
write  them  off.  In  some  deals,  wealthy 
investors  could  receive  $2.50  in  deduct- 
ible losses  for  every  $1  invested.  By 


for  cash  under  a  re- 
ig  credit  line.  The 
refuse  as  well, 
g  Integrated  stuck 
ish  squeeze.  Inte- 
i  suspends  pay- 
;on  nearly  $1  billion 
'rt-term  debt.  The 
any's  stock  and 
prices  collapse, 
while,  Michael  Mil- 
?sigris  from  his  post 
^xel. 

ate  June,  Drexel 
t  will  put  $300  mil- 
1  fresh  cash  into  In- 
ed,  but  eventually 
;s  that  Integrated's 
;  are  deteriorating 
lickly  and  balks 


1989  DEBT 
$1.9  BILLION 


JOIY,  1989  Integrated's 
4,000-member  indepen- 
dent sales  force  threat- 
ens to  defect  to  another 
firm.  Integrated  per- 
suades most  to  stay 

AUGUST,  1989  Stephen 
Weinroth,  Drexel's  man- 
aging director  and  an  In- 
tegrated board  member, 
becomes  Integrated's 
chairman  and  co-chief  ex- 
ecutive. Integrated 
writes  down  its  assets 
from  $1.8  billion  to  $1.2 


billion  and  signs  a  letter 
of  intent  to  sell  the  core 
insurance  and  money 
management  units  to 
Wliitehallfor  $310milUon 

OCTOBER,  1989  Metro 
politan  Life  agrees  to  buy 
Integrated's  tax-free  an- 
nuity business,  but 
WhitehaO  backs  out  of  its 
deal.  Integrated  steps  up 
talks  aitHtdt  *  Iclling 
some  aifceti  JjiL*  Ange- 
les inveiier  ■■foad.  It 
then  savs  k  transfer 
the  stock  of  its  broker- 
dealer  unit  to  its  manage- 
ment but  reserves  the 
right  to  take  it  back 


INTEGRATED'S  BIG  SHIFT 
IN  PRODUCT  MIX 


□  LIMITED  PARTNERSHIPS, 
PRIMARILY  REAL  ESTATE 

□  LITE  INSURANCE  AND 
ANNUITY  PRODUaS 

□  MUTUAL  FUNDS  AND 
OTHER  ASSET  MANAGEMENT 


1983 

TOTAL  INVESTMENT 
FUNDS  RAISED: 
S806  MILLION 


1988 

TOTAL  INVESTMENT 
FUNDS  RAISED; 
SI, 9  BILLION 


DATA,  INTEGRATED  RESOURCES  INC 
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profit  in  annuities  for  years,  Zises  and?^ 
Goldberg  chose  to  borrow  their  growtl 
capital  in  the  form  of  short-term  debt.4 
Zises  notes  that  "these  were  long-term 
investments"  that  would  turn  profitable. 
But,  snipes  one  insurance  rival,  the  for- 
mula is  akin  to  "using  your  MasterCard 
to  put  a  downpayment  on  your  house." 
■  What  amounted  to  a  complex  balanc- 
ing act  was  made  even  more  precarious 
by  Integrated's  lack  of  management  and 
information  systems.  Former  executives 
say  Zises  and  Goldberg  were  more  de-, 
voted  to  building  a  bigger  company  than! 
they  were  to  managing  what  they  had. 

Worse  still,  top  managers  had  no  way 
to  figure  out  how  much  they  were 
spending.  Until  1983,  Integrated  had  no 
formal  budgeting  system.  And  even 
when  a  budgeting  manager  was  hired,] 
former  executives  say,  his  recommenda 
tions  were  ignored.  Goldberg  admits 
that  in  many  of  Integrated's  businesses 
it  was  impossible  to  tell  how  much  cash 
was  being  consumed  by  overhead.  Con- 
sequently, the  ultimate  profitability  of 
those  businesses  was  in  question.  Says 
another  former  executive:  "They  had  no 
idea  what  their  costs  were." 
FANCY  FOOTWORK.  Then  came  Oct.  19 
1987.  Like  its  competitors,  Integrated 
Resources  found  that  customers  became 
increasingly  reluctant  to  buy  mutual 
funds  and  other  investments  after  the 
market  crashed. 

But  even  though  outflow  exceeded  in- 
flow by  $114  million  in  1987,  the  compa- 
ny reported  an  increase  in  operating 
profits  of  $53.5  million.  The  reason  la; 
in  bookkeeping.  Integrated  chose  to 
amortize  its  selling  costs  over  a  peri- 
od of  years.  On  the  other  side  oi  .jifp 
the  ledger,  the  company  bookec 
1  some  revenues  before  the  cash 
was  received.  In  partnerships,  foi 
example,  it  claimed  as  income  the 
present  value  of  management  fees 
and  rental  contract  rights  that  coulc 
take  years  to  flow  in. 

In  fact,  in  1987  it  stretched  its  booking 
of  expenses  even  further  into  the  future 
giving  reported  earnings  a  $7  millior 
boost.  The  fancy  footwork  doesn't  vio  iph, 
late  generally  accepted  accounting  prin  tivtr 
ciples,  and  Integrated  certainly  isn't  th(  kt 
only  company  to  manage  its  earnings  i^fjj 
But  it  is  among  the  more  aggressive  i 
practitioners. 

Executives  had  plenty  of  incentive  t( 
conjure  up  paper  profits,  which  definec 
the  bonus  pool.  Ten  percent  of  annua 
pretax  income  was  divvied  up  among  f 
group  of  top  executives.  For  most  of  the 
years  between  1984  and  1988,  Zises  anc 
Goldberg  each  pulled  down  at  least  $] 
million  annually,  the  lion's  share  of  it  ii 
bonuses.  And  in  1988,  the  11  top  execu 
fives  raked  in  $8  million,  $5  million  of  i' 


1983,  Integrated  was  managing  $356  mil- 
lion in  such  assets,  and  the  company's 
stock  had  rocketed  to  46,  from  7  in  1981. 

But  that  business  came  to  a  screech- 
ing halt  when  the  Tax  Reform  Act  of 
1986  eliminated  the  deduction.  Suddenly, 
Integrated  needed  a  new  money-maker. 
Zises  and  Goldberg  had  already  begun 
to  diversify,  moving  into  mutual  funds, 
money  management,  and  public  real  es- 
tate partnerships.  By  1986,  they  had  add- 
ed two  life  insurance  companies  to  the 
one  they  already  owned. 

From  the  beginning,  Zises  and  Gold- 
berg had  built  the  company  on  the  con- 
cept of  negative  cash  flow.  The  manage- 
ment fees,  rents,  and  cash  from  resale 


sions  and  its  own  overhead.  In  the  first 
year,  the  company's  fee  only  amounts  to 
27'  of  the  annuity's  principal,  while  it 
owes  T/f  in  commissions  and  overhead. 
Annuities  eventually  became  Integrat- 
ed's hottest  product.  And  the  more  busi- 
ness it  did,  the  more  it  had  to  borrow. 

Borrowing  was  easy.  Zises  had  been 
an  early  member  of  Michael  Milken's 
junk-bond  network,  an  informal  group  of 
companies  that  bought  each  other's  pa- 
per and  often  supported  each  other's 
deals.  Insurance  companies  are  required 
by  regulators  to  keep  money  in  reserve 
to  pay  policy  benefits,  and  Zises  was 
quick  to  invest  it  with  Drexel.  For  a 
time,  his  enthusiasm  was  returned  in 


MIKE  MILKEN:  WHEN  HE  AND  DREXEL 
GOT  INTO  TROUBLE,  SIC  ZISES  RALLIED 
THEIR  AID  WITH  "WE  BELIEVE  IN  YOU" 
ADS— WHICH  ULTIMATELY  HELPED  LITTLE 

of  their  real  estate  assets  trickled 
in  over  many  years.  That  forced  In- 
tegrated to  borrow  money  to  fund 
operations.  Banks  bought  the  strate 
gy  because  Integrated  was  using  the 
money  to  create  long-term  assets:  rental 
contract  rights  and  equity  in  properties. 
In  a  crisis,  such  assets  could  be  sold  to 
pay  off  the  princiiial. 
HOTTEST  PRODUCT.  As  it  moved  into 
mortgage-backed  partnerships,  mutual 
funds,  and  annuities.  Integrated  fol- 
lowed the  same  formula.  Take  variable 
annuities,  which  offer  regular  benefits 
after  some  future  date — such  as  retire- 
ment— in  return  for  a  single  large  pay- 
ment or  periodic  smaller  payments.  'To 
make  the  annuities  more  attractive  to 
customers,  Integrated  doesn't  collect  its 
management  fee  up  front,  but  over  a 
number  of  years.  In  the  early  years, 
then,  Integrated  has  to  borrow  money 
just  to  cover  its  brokers'  sales  commis- 


kind  by  other  members  of 
the  network  when  he  needed  to  borrow. 
Integrated  began  selling  junk  bonds  and 
scads  of  short-term  commercial  paper. 
From  1984  to  1987,  the  company's  long- 
term  debt  more  than  doubled,  from  $359 
million  to  $819  million.  Short-term  obli- 
gations went  from  $258  million  to  $413 
million. 

Trouble  was,  most  of  Integrated's 
new  products,  particularly  annuities  and 
mutual  funds,  carried  thin  profit  mar- 
gins and  high  risks.  For  example,  if  in- 
terest rates  rise  or  credit  dries  up,  a 
heavily  leveraged  operation  can  quickly 
find  costs  outstripping  revenues.  That's 
why  most  of  Integrated's  competitors  fi- 
nance growth  with  internal  funds.  But 
despite  the  fact  that  Integrated's  own 
projections  showed  it  wouldn't  turn  a 
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Chrysler  NewYoikerFifthAvenue. 


What  g)od  is  theluxuiy  of a 

tilt  steering  wheel  if  It 
cant  protea  you  in  an  emei^pncy? 


From  the  tilt  steering  wheel  to  the 
vailable  Mark  Cross  leather  to  the 
nfinity  II  stereo,  the  all -new  Chrysler 
'ifth  Avenue  is  instant  gratification, 
-uxury  and  convenience  are  every- 
where. But  in  a  driving  emergency,  only 
he  presence  of  safety  matters.  To  you, 
nd  to  Chrysler 

Air  bags. 
Engineering  for  safety. 

A  driver  air  bag  is  standard  in  Fifth 
Vvenue,  and  every  other  passenger  car 
vhrysler  builds  in  the  U.  S.  When  its  sen- 
.ors  detect  a  front-end  impact  of  over  10 
nph,  the  bag  inflates  to  protect  the 
Iriver's  head  and  chest... in  about  half 
he  time  it  takes  to  blink  your  eye.  Com- 
)ined  with  a  lap/shoulder  belt,  Chrysler 
lir  bags  provide  one  of  the  best  safety 
estraint  systems  available  today. 

Engineering  for  performance. 

Fifth  Avenue  has  a  new  3.3-liter  V-6 
vith  direct  ignition  and  multi-point  elec- 


tronic fuel  injection.  It  has  more  horse- 
power than  many  larger  competitive 
engines  and  delivers  90%  of  its  thrust  at 
only  1,600  rpm  for  quick  response  and 
quiet  cruising. 

Ultradrive,  the  first  fully  adaptive, 


Dnver-side  air  bag. 
Inflates  in  50  milliseconds. 


electronically  controlled  four-speed  auto- 
matic transmission,  senses  and  adapts  to 
changes  in  speed  and  driving  situations 
to  assure  a  smooth  ride  and  impressive 
fuel  efficiency 

Warranty. . .better  than  Rolls 
or  Mercedes. 

Both  the  luxury  and  the  engineering  in 
the  new  Fifth  Avenue  come  with  remark- 
able warranty  coverage.  Crystal  Key 
Owner  Care  provides  5/50  bumper  to 
bumper  protection  unmatched  by  even 
Rolls  Royce  or  Mercedes.*  That's  in  addi- 
tion to  Chryslers  industry-leading  7/70 
powertrain  protection! 

Unmistakable  luxury  Advanced  engi- 
neering for  safety  and  performance. 
Maximum  protection.  All  in  one  car. 
Chrysler  New  Yorker  F'ifth  Avenue  for 

r/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-Plymouth  Dealer 


There  IsNoLuxuryWithout  Engineering. 

*See  5-year  or  50,(X)(J-mile  limited  warranty  at  dealer  Restrictions  apply  Excludes  normal  maintenance,  acjustments  and  wear  items.  Deductible  on  powertrain  after  5/50. 

tSee  7-year  or  70, 000-mile  limited  warranty  at  dealer.  Restrictions  apply 
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in  bonuses.  Says  short  seller  James  S. 
Chanos,  managing  director  of  Kynikos 
Associates:  "It's  a  real  incentive  to  hype 
earnings.  And  when  the  write-offs  came, 
their  money  was  already  in  the  bank." 

The  company  also  employed  many 
members  of  the  Zises  and  Goldberg  fam- 
ilies. Brother  Jay  Zises  earned  $1.1  mil- 
lion last  year  as  vice-chairman,  and 
brother  Seymour,  one  of  Integrated's  in- 
dependent brokers,  got  the  same  amount 
in  commissions.  Bernard  D.  Zises,  their 
father,  was  paid  $153,865  as  a  consultant 
charged  with  locating  properties  for  syn- 
dication. Jay's  wife,  Nancy  Frankel,  was 


paid  $290,000  as  a  senior  vice-president, 
and  Goldberg's  brother-in-law  got 
$320,000  as  president  of  Integrated  Re- 
sources Life  Insurance  Co.  The  company 
maintains  all  were  fairly  paid. 

Despite  the  all-in-the-family  atmo- 
sphere, however,  by  1987  Arthur  Gold- 
berg and  Selig  Zises  were  growing 
apart.  Zises  had  always  handled  the  com- 
pany's dealings  with  Drexel  and  the 
banks,  while  Goldberg  managed  opera- 
tions. As  the  company  grew  into  insur- 
ance and  money  management,  Zises  be- 
gan to  lose  interest.  And  Goldberg 
began  to  feel  constrained  in  his  ability  to 


PITTSBURGH'S  USX  TOWER:  SALE-LEASEBACKS  OF  OFFICE  BUILDINGS  WERE  INTEGRATED'S 
PRIMARY  FOCUS  UNTIL  IT  FOUND  THE  LUCRATIVE  TAX-SHELTER  SYNDICATION  BUSINESS 


run  the  insurance  units  in  his  own  way 

In  1987,  Goldberg  decided  to  take 
job  with  ICH  Corp.,  another  highly  lever 
aged  insurer  run  by  Robert  T.  Shaw.  Ir 
the  end,  Goldberg  changed  his  mind  anc 
stayed.  But  from  then  on,  associates 
say,  it  was  clear  one  of  them  had  to  go 
Throughout  1988,  Zises  and  Goldberg 
both  felt  Integrated  needed  more  equity 
In  late  1988,  however,  Goldberg  found 
solution  to  both  his  restlessness  and  th( 
equity  problem  in  iCH's  Shaw.  Shav 
agreed  to  buy  Zises'  107^  stake  in  th( 
company  for  $21  a  share,  or  a  $7  premi 
um  over  the  market  price.  He  thei 
agreed  to  buy  7.5  million  shares  of  new 
ly  issued  Integrated  stock  for  the  same 
price,  giving  him  voting  control  of  th( 
company  in  return  for  $158  million  ii 
badly  needed  equity.  The  deal  was  th( 
beginning  of  the  end  for  Integrated. 

WHEELER  DEALER.  Shaw   boUght  th( 

Zises  stock  first,  prompting  shareholde: 
suits  and  jitters  from  Integrated's  51 
banks.  Shareholders  were  angry  tha 
Zises  was  getting  an  apparent  sweet 
heart  deal,  and  the  banks  saw  Shaw  as 
high-risk  wheeler  dealer.  Says  one  boan 
member:  "The  banks  lobbied  the  compa 
ny  very  hard  not  to  take  Shaw's  mon 
ey."  Integrated's  board  put  Shaw  oi 
hold  and  hired  Bear,  Stearns  &  Co. 
prepare  a  fairness  opinion  on  the  deal 
But  Shaw's  proposal  carried  so  man; 
contingencies  that  the  board  decided 
solicit  other  bidders.  Bear  Stearns  pre 
pared  selling  documents  and  Integrate- 
went  on  the  block. 

By  May,  Goldberg  was  warming  up  t 
one  of  the  bidders,  Whitehall  Financia 
Group,  which  is  controlled  by  the  d 
Gunzburg  offshoot  of  Canada's  BronJ 
man  family.  Why?  Partly  becaus 
Whitehall  planned  to  keep  Goldberg  or 
But  as  the  parties  drew  closer,  Whiteha 
got  worried.  "We  couldn't  get  the  infoi 
mation  we  needed,"  says  B.  Lane 
Sauerteig,  the  group's  managing  direc 
tor.  "They  just  couldn't  tell  what  thei 
overhead  was." 

Apparently,  it  was  huge.  The  compan 
won't  comment,  but  Sauerteig  says  th 
negative  cash  flow  had  run  $100  millio 
in  the  first  quarter,  a  huge  increas 
from  the  year  before.  In  May,  const 
quently,  Whitehall  backed  away,  and  Ir 
tegrated  formally  terminated  its  agre( 
ment  with  Shaw.  Although  Integrate 
had  drawn  up  a  plan  to  sell  various  as 
sets  to  ensure  liquidity,  the  plan  wasn 
enacted.  Instead,  sensing  that  the  mai 
ket  was  cooling  on  Integrated's  commei 
cial  paper,  Goldberg  drew  heavily  on  hi 
bank  credit  lines  and  looked  for  anothe 
equity  partner.  Soon,  Drexel  confirme 
Goldberg's  fears  about  the  commercii 
paper  market. 

The  exact  reasons  for  investor  relu 
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This  will  get  you  back  to  the  U.S. 
in  about  14  seconds. 


AT&T's  USADirect®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADirect  access  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  U.S.  within  seconds.  Use  your  AT&T 
Card  or  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 


......  ^-^P-'^ESS  CALL  TO  THE  STATES  ' 


/AUSTRALIA 
BELGIUM 
DENMARK 
FRANCE 


-  ."-OOIO,  HONG  KONG 
- -O'f^O  0010  i  JAPAN 

-  '5-"0"|UN,r£0K/NGDOM, 


om-oow 

008  Ul  V 
0039-1 1 1 
^0  89-00]  I 
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AT&T 

The  right  choice. 


©  1989  AT&T 
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WHITEHALL'S  SAUERTEIG  WAS  SCARED  OFF  BY  INTEGRATED'S  UNCERTAIN  NUMBERS.  SHAW'S  SALVAGE  PLAN  ALSO  CAME  TO  NAUGHT 
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tance,  of  course,  varied.  The  ICH  confu- 
sion left  investors  suspecting  that  the 
company  had  significant  problems. 
Moreover,  Integrated's  future  was  tight- 
ly linked  with  Drexel's.  Zises,  who  was 
still  on  Integrated's  board,  knew  full 
well  that  legal  problems  at  Drexel  and 
with  Milken  would  impair  the  invest- 
ment bank's  selling  ability.  It  was  he 
who  orchestrated  a  full-page  newspaper 
advertisement  in  March  titled  "Mike  Mil- 
ken, We  Believe  in  You,"  which  was 
signed  by  numerous  junk-bond  regulars. 
By  early  June,  however,  Drexel  told  In- 
tegrated it  couldn't  resell  $40  million  in 
commercial  paper,  and  the  company  fell 
off  a  cliff  (chart,  page  186). 

Integrated  met  with  bankers  to  ask  to 
draw  down  a  $150  million  line  of  credit  it 
assumed  it  had  to  back  up  the  commer- 
cial paper  obligations.  When  the  banks 
refused,  Goldberg  declared  a  moratori- 
um, and  Integrated  defaulted  on  nearly 
$1  billion  in  short-term  debt. 
FIRE-SALE  PRICES.  Sources  close  to  Mel- 
lon and  Chemical  insist  they  had  no  legal 
obligation  to  honor  the  credit.  Drexel's 
inability  to  roll  over  the  commercial  pa- 
per constituted  a  "material  adverse 
change,"  which  would  let  them  off  the 
hook.  Moreover,  they  say,  $150  million 
would  only  have  forestalled  an  inevitable 
collapse.  Integrated's  response:  It  was 
paying  the  banks  fees  to  maintain  the 
credit  line  precisely  to  provide  liquidity 
should  the  commercial  paper  fail.  Says 
Zises,  "The  banks  took  their  commit- 
ment fees,  but  they  didn't  honor  their 
commitment."  That's  something  the 
courts  may  have  to  decide. 

It's  unclear  why  Drexel  allowed  Inte- 


grated to  default.  The  company  was  a 
Drexel  star.  Stephen  D.  Weinroth,  then 
chairman  and  chief  executive  of  Drexel 
Burnham  Lambert  Commercial  Paper 
Inc.,  has  sat  on  its  board  since  1983.  In 
late  June,  Drexel  offered  to  inject  $300 
million  in  fresh  capital.  Within  days, 
though,  Drexel  says  it  withdrew  the  of- 
fer because  Integrated's  value  and  oper- 
ating condition  had  deteriorated  so  rap- 
idly. Instead,  in  August,  Weinroth 
became  chairman  and  co-CEO.  Weinroth 
has  since  left  Drexel.  He  declined  to 
comment. 

As  creditors  circle  to  pick  at  Integrat- 


Zises  and  Goldberg  aren't  the 

only  ones  responsible. 
They  had  plenty  of  support 
from  Drexel  and  the  banks 


ed's  remains,  a  number  of  troubling 
questions  remain.  Foremost  is  whether 
this  was  a  monumental  house  of  cards 
from  the  beginning.  Already,  the  compa- 
ny has  written  $600  million  off  its  bal- 
ance sheet  and  has  indicated  the  devalu- 
ation could  get  much  worse.  But 
whether  that  markdown  is  the  result  of 
overvaluation  in  the  first  place  is  un- 
clear. What  is  clear  is  that  some  Inte- 
grated clients  have  pulled  out  money  un- 
der management  and  it  has  had  to  sell 
assets  at  fire-sale  prices.  Witness  the 
recent  sale  of  its  tax-sheltered  annuities 
unit  to  Metropolitan  Life  Insurance  Co. 


Integrated  carried  the  business  on 
books  at  $130  million,  but  values  the  sal 
at  about  $40  million. 

Whether  Integrated's  assets  trul 
matched  its  liabilities  will  probably  neve 
be  known.  But  those  assets  were  put  a 
an  undue  risk  both  by  the  amount  o 
leverage  Zises  piled  on  top  of  them  an 
the  manner  in  which  Goldberg  manage 
the  operations.  Both  executives  argu 
that  lenders  had  no  delusions  about  th 
risks.  Says  Goldberg:  "The  message  w 
were  getting  was  that  people  understoo 
what  we  were  doing." 

There's  plenty  of  blame  to  go  arounc 
all  right.  Drexel  and  the  banks,  anion 
others,  supported  the  company  all  alonj 
Only  now  does  one  banker  admit:  "Th 
bankers  looked  at  the  profits  withov 
truly  understanding  them.  No  one  ca 
truly  understand  this  company."  Agree 
Nelson  Peltz,  who  built  Triangle  Indui 
tries  Inc.  on  junk:  "In  retrospect,  it  wa 
clearly  crazy  to  invest  in  Integrated." 

Just  ask  Integrated's  stock  and  bomj 
holders.  Bradford  R.  Klatt,  whose  M- 
tropolis  Equities  Inc.  has  examined  Int<| 
grated's  asset  values,  believes  tha 
Integrated's  senior  bondholders  eventil 
ally  will  get  from  30$  to  40$  on  the  do 
lar.  Subordinated  bondholders  will  g( 
much  less.  For  now.  Integrated  is  tiyin' 
to  avoid  filing  for  bankruptcy  by  sellin 
itself  in  pieces.  But  for  many,  it  doesn 
much  matter.  "It's  a  nonevent,"  says  th 
disgusted  head  of  one  Integrated  subsid 
iary.  "The  place  is  already  bankrupt. 
The  worst  part  is,  it  never  should  ha\ 
happened.  ! 

By  Michael  Oneal  and  Judith  1\ 
Dobrzynski  in  New  York 
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How  Do  You  See  Hyundai? 

You  probably  picture  Hyundai  as  a  maker  of  affordable,  high- 
quality  cars. 

That  picture's  not  wrong.  Just  incomplete. 

Those  who  work  with  advanced  computers,  ships  and  nuclear 
power  plants  have  a  better  idea  of  our  scope. 

In  fact,  you'll  find  the  Hyundai  name  behind  sophisticated 
engineering  projects,  petrochemicals,  robotics,  and  satellite 
communication  systems,  among  other  exciting  and  diverse 
industries. 

Which  is  why  in  Korea,  Hyundai  has  become  a  symbol  of  our 
nation's  economic  progress. 

So  by  all  means,  remember  our  cars.  But  don't  forget  the  big 
picture. 

▲hyund/vi 

K.PQ  Box  92  Seoul,  Korea 
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Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  knows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 
O  customers  are  telling  us  that  we're  *)  in  customer  satisfaction,  in  reliabilitv, 
M^k  in  service,  in  copy  quality. 

^P5^  loin  the  Kodak  copier  family  of  customers  who  are 

aMr—,,....--^^  ^  '     not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 

designed  for  every  need,  and  now  there's  a  great  way  to 
IV  save  on  every  Kodak  copier 

n  Cd//  for  details:  1 800  255-3434,  Ext.  152. 


Wrhe  new  vision  of  Kodak 


Eastman  Kodak  Company,  1989 


Most  people 
don't  want  to 
make  a  career 
out  of  looking 
for  a  great 
hotel. 

We  do. 
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■  a  comprehensive  directonv  send  S3  to 

'.ALL  LUXURY  HOTELS  &  RESORTS 
337  S  Robenscr  Blvd  5u:;e  202 

servations:  (800)  345-3457 
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LIMITED  MANNEQUINS:  WEXNER'S  STORES  ACCOUNT  FOR  25%  OF  THE  SPACE  IN  THIS  OHIO  MALL 


IS  THERE  NO  LIMIT 

TO  THE  LIMITED'S  GROWTH? 


Clusters  of  its  specialty  shops  gain  department-store  clout 


T; 


|he  Limited's  Leslie  H.  Wexner  may 
be  the  nation's  most  successful 
specialt>"-store  merchant,  but  he's 
L>!ic  frustrated  shopper.  Since  1984.  he 
has  been  tning  to  buy  a  depaitment- 
store  chain,  making  passes  at  Carter 
Hawley  Hale.  Federated  Departm.ent 
Stores,  and  R.  H.  Macy.  Each  time,  he 
h:;?  'ailed    '  eet  a  piece  of  the  action. 

:  a-ns  out.  the  rebuffs  have 

  ::-?--r]Ce  for  the  -52-year-old 

founder  .  man  of  The  Limited 

Inc.  By  a...^-.-...^'  a  collection  of  seven 
5pecialt\"-apparel  store  di\'isions,  each 
with  different  stjies  and  price  ranges. 

We.xner  has  built  a   

company  that  has  the 
im.pact  of  a  departm.ent 
store  in  many  malls. 
"We  believe  that  we 
are  reinventing  the  spe 
cialty-store  business." 
he  .<ays. 

BIG  PUVNS.  For  some 
time  now.  Wexner  ha.- 
been  saying  that  he 
plans  to  more  than  dou- 
ble sales  volume  fron. 
this  year's  projecteci 
■<4.6  billion  to  -510  bil- 
lion bv  the  mid-1990s. 


To  help  reach  that  goal,  he  plans  to  in 
crease  total  selling  space  of  The  Limit 
ed's  stores  by  18~f.  or  2.-5  million  squar 
feet,  in  1990  alone,  both  by  opening  nev 
outlets  and  expanding  existing  ones 
Two  of  The  Limited's  largest  women 
wear  di\isions  are  btiilding  new  outlet 
about  three  times  the  size  of  the  ol 
ones.  -\t  Limited  Stores,  with  -S1.29  bii 
Hij:  al  sales,  new  stores  will  ap 

pr  ■'.xj  square  feet.  At  the  trend 

er.  -5743  milhon  Limited  Express,  the; 
will  reach  8.000  square  feet.  The  Limite 
expects  to  open  as  many  as  2-50  nev 
.superstores  and  enlarge  an  additiona 


THE  LIMITED'S  VISION 


Number 

Soies 

Dhrtsiao 

of  stores 

itnSGoRS) 

1956 

1989- 

1990- 

1986 

1989- 

1990' 

UA  TtS 

652 

763 

800 

S881 

S 1,290 

51,470 

1£K  ^ 

750 

794 

840 

674 

966 

1,020 

UMI  UPRESS 

286 

450 

545 
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743 

899 

VKTOk     S  SCOUT 

167 

357 

440 

112 

499 

560 

514 

709 

755 

599 

707 

720 

OTHER 

313 

28 

39 

663 

395 

561 

TOTAl 

2,682 

3,101 

3,419 
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S4,590 

S5,230 
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DATi.       „'/'^  NC  .  OarSCHE  SAW  aOUP  UC  SOlDVJU.  SACHS  tSTWlATB 


Here's  a  new  idea  in  leasing  from  the  German  car  company  kno\\Ti 
for  innovation.  Acquire  the  advantages  of  a  luxurious,  high-performance 
1990  Audi.  All  at  a  price  that's  comparable  to  most  other  five-year  ^^Ki^ 
lease  plans.  The  remarkable  lease  lasts  three  full  years*  The  offer  is, 
unfortunately,  limited.  Call  1-800 -FOR -AUDI.  "[]^g^|gJYl^^g  ROUtS 


Announcing 
Ihe 1990 Audi 
S^ar^st  Drive. 

No  Money  Down 
No-Charge  Maintenance 
Completely  Warranted 
Em  i  nently  Affordable 
Short-Term  Lease 


*Offered  by  VW Credit.  Inc  through  participating  dealers  Lease  based  on  MSRP  including  destination  charge  Dealer  contributions  to  this  ojjcr  may  ajjcct  jmal 
negotiated  transaction  Thirty-six-month  closed-end  lease.  No  down  payment,  no  purchase  option  First  month's  lease  payment  of  $379 plus  rejundahk  security 
deposit  equal  to  one  month's  payment  required  at  lease  inception  Tax.  license,  dealer  prep  .  options  extra.  JOC  per  mile  over  50.000  miles  Lessee  is  responsible  for 
excessive  wear  and  use  Total  0/ monthly  least'  payments  for  Audi  80  shown.  $  iJ,6-f4  Ask  your  dealer  for  details  of  Audi's  limited  humper-to-bumper  warranty. 
No-charge  scheduled  maintenance  runs  three  years  or  50.000  miles,  whichever  comes  first  C)  1989  Audi  of  America. 


IThe  NeXT'"  Computer 
System  is  the  first  com- 
puter in  the  world  (and 
so  far  the  only)  to  use  read/ 
write/erasable  optical  storage. 
While  PCs  today  are  typically 
equipped  with  Winchester 
drives  that  store  20  to  40  MB, 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  removable, 
for  portability  and  added  se- 
curity. 1  his 
dramatically 
new  tech- 
nology pro- 
\'idcs  storage 
that  is  simul- 
taneously 
vast,  reliable  and  cost-effective 
-a  combination  unmatched  by 
computers  of  any  size. 


2NeXT  has  made  the 
power  of  UNlX^usablc 
by  mere  mortals. 
UNIX  is  the  high-performance 
operating  system  used  by 
workstations  to  achieve  true 
multitasking  and  superior  net- 
working. Unfortunately,  it  has 
always  been  the 
antithesis  of  user- 
friendly  NeXT  has 
given  LINIX  a  revo- 
lutionary new  inter- 
face-one that  is 
both  \  isual  and  intu- 
itive. Nov\  computer 
users  of  every  level 
can  instantly  wield 
this  tremendous 
power,  with  no  tcch- 
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nical  knowledge  whatsoever. 


3'Io  achieve  the  power 
needed  for  the  90s, 
NeXT  bypassed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.This  eliminates 
bottlenecks  and  attains  an 
extraordinary  level  of  system 
"throughput"-the  true  mea- 
sure of  computer  performance. 
Only  through  the  use  of  VLSI 
(Very  Large  Scale  Integration) 
technology  could  this  architec- 
ture be  reduced 
in  size  so  that 
it  could 
inside 
a  desk- 
top com- 
puter. It's 

a  mainframe  on  two  chips. 


4 


While  PostScript' h 
long  been  the  indu 
standard  tor  printin 
NeXT  has  made  it  fast  enolfi 
to  also  be  used  on  the  disp  p 
This  "unified  imaging  mod 
ensures  that  v\  hat  vou  see 


the  display  is  precisely  wh  i: 
you  will  get  on  paper.  All )  I 
w  ork,  in  any  size  ty  pe  and :  k 
degree  of  rotation  or  magn;  k 
cation,  appears  with  perfa  iopt 
92-dots-per-inch  clarity  on  ti 
NeXT  Megapixel  Display,  tnri 
And  w  ith  laser  precision  at  ftia' 
dpi  on  the  NeXT  Laser  Pri 


IN  THE  90s,WE 
ONLY  TEN  REAL  BREAld 


HERE  ARE  SII 


i  The  NeXT  Computer 
I  System  is  the  first  to  be 
'  capable  of  producing 
quality  sound.  Without  re- 
Ing  any  additional  equip- 
t.This  feat  is  made  possi- 
)y  a  chip  that  has  been 
ifically  designed  for  the 
of  manipulating  sound- 
Digital  Signal  Processor 
"*).  Because  this  processor 
indard  ^^^^^ 

hine, 
vare 

:lopers  — 
)e  able  to  call  upon  its  pow- 
enrich  programs  we  use 
y  day  Now  computers 
lot  just  be  seen,  but  heard. 


6 NeXT  Mail  takes  elec- 
tronic communications 
beyond  anything  you've 
seen  on  a  personal  computer 
before.  Now  you  can  send  and 
receive  multimedia  mail-in- 
cluding text  (with  varied 
type  fonts,  styles  and  sizes), 
graphics  and  voice  messages. 
And  despite  its  high  level  of 
sophistication,  NeXT  Mail  is 
so  intuitive, you  may  not  ever 
need  to  open  the  manual. 
NeXT  Mail  is  built  into  the 
system,  along  with  Ethernet 
andTCP/IRsotheNeXT 


M 

Lip  Service 

Send 

machine  can  quickly  become 
a  part  of  existing  networks. 


7F-*rogrammers  can 
create  software  on  the 
NeXT  Computer  up  to 
ten  times  faster  than  on  any 
other  computer-the  result  of  a 
breakthroughcalled  NextStep.* 
It  gives  software  developers 
the  power  to  create  the  graph- 
ical user  interface  portion  of 
their  applications  (often  the 
most  time-consuming  and  dif- 
ficult part) 
without 
any  pro- 
gramming 
at  all. 

This  revo- 
lutionary environment  means 
we  will  see  more  programs,  and 
better  ones,  in  less  time  than 
ever  possible  before. 


These  seven  breakthroughs 
will  change  the  way  we  use 
computers  in  the90s.Wliich  is 
why  Businessland,  the  leading 
supplier  of  computers  to 
corporate  America,  chose  the 
NeXT  Computer  System  as 
the  workstation  they  will  offer. 
Callus  at  800-848-NeXTand 
we'll  send  you  a  28-page  bro- 
chure describing  the  NeXT 
Computer.  We'll  also  give  you 
the  address  of  your  nearest 
Businessland  Center.  There, 
you  can  experience  for  your- 
self the  first  seven 
breakthroughs 
of  the  90s.  And 
get  a  good  idea 
where  the  next 
three  will  come  from!' 


PROBABLY  SEE 
OUGHS  IN  COMPUTERS. 
U  OF  THEM. 


©  1989  NeXT,  Inc.  NcXTand  the  NeXT  logo  arc  trademarks  of  NeXT.  Inc.  NextStcp  is  a  registered  trademark 
of  NeXT,  Inc.  PostScript  is  a  registered  trademark  of  Adobe  Systems,  Inc.lINIX  is  a  registered  trademark  of  AT&T 


/  don 't  knazv  doctor,  ever 
since  we  ve  made  this  acquisition, 
I've  been  seeing  double!! 


If  your  company  has  some  equipment  or  excess 
inventory  it  doesn^t  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
needy  students,  and  supplies  for  worthy  colleges. 

Educational  Assistance  Ltd  Phone  (312)  690-0010,  or 
write  PO.  Box  3021,  Glen  Ellvn,  IL  60138. 


arketin 


260  existing  outlets  next  year  (table, 
page  192).  Its  other  divisions  include 
budget-priced  Lerner;  Lane  Bryant  for 
larger-sized  women;  lingerie  specialist 
Victoria's  Secret;  the  chic  and  pricey 
Henri  Bendel;  and  Abercrombie  &  Fitch 
for  classic,  sporty  clothing. 

.  Wexner  took  on  this  expansion  drive 
while  his  company  was  reeling  from  the 
women's  apparel  slump  in  1987  and  1988. 
At  first,  he  says,  he  found  himself  "liter- 
ally begging"  shopping  mall  developers 
to  try  his  larger  formats  at  a  tim.e  when 
they  were  particularly  loath  to  devote 
more  space  to  clothing.  But  a  50-store 
test  in  1988  proved  that  shoppers  pre- 
ferred his  superstores,  with  their  white 
marble  floors,  black  walls,  and  expanded 
lines  of  women's  wear,  accessories,  and 
children's  and  men's  clothes.  With  sales 
per  square  foot  nearing  $400 — about 
twice  the  department  store  average — the 


Wexiier's  stores  now  win 
such  concessions  as  prime 
locations,  cheaper  rents,  and 
money  for  construction 


bigger  stores  are  already  as  productive 
as  the  smaller  ones.  Overall,  the  compa- 
ny this  year  should  see  net  earnings  rise 
39''',  to  $340  million,  according  to  Ber- 
nard Sosnick,  retail  analyst  for  Deutsche 
Bank.  That's  a  significant  rebound  from 
the  anemic  4'a  earnings  increase  last 
year. 

TREND  SPOTTER.  As  a  result  of  the  store 
expansions  and  the  clustering  of  storesi 
from  The  Limited's  seven  divisions, 
Wexner  has  become  the  largest  specialty 
store  tenant  in  hundreds  of  malls.  In  a 
shopping  center  that  opened  in  Colum- 
bus, Ohio,  in  August,  Limited  divisions! 
account  for  125,000  square  feet,  or  25'  W 
of  the  total.  That  kind  of  space — largerr 
than  many  department  stores — getsi 
Wexner  such  concessions  as  prime  loca- 
tions, cheaper  rents,  and  even  money 
from  developers  to  help  with  construc- 
tion costs.  And  now  the  clusters  of  Lim- 
ited stores  are  starting  to  draw  shoppers 
to  the  malls,  a  role  more  traditionally 
played  by  "anchor"  department  stores. 
"Wexner's  stores  have  become  a  destina 
tion  in  and  of  themselves,"  says  Phili 
G.  Barach,  chairman  of  U.  S.  Shoe  Corp.,] 
which  competes  with  The  Limited 
through  its  Casual  Corner  women's  ap- 
parel stores. 

In  effect,  Wexner  has  managed  to 
mold  a  company  that  has  all  the  clout  of 
a  department  store  with  few  of  the  dis- 
advantages. Because  his  divisions  run  as 
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Anyone  who  does  business  in  Japan  knows 
tliat  aggression  often  leads  to  disaster. 


The  slightest  hint  of  aggression 
can  kill  a  hiisiness  deal.  Be  sure  to 
make  your  point  but  don't  push  it. 
Many  Japanese  find  it  difficult  to  say 
no-instead,  they  may  say  your  re- 
quest would  be  hard  to  fulfill.  If  you 
do  not  get  a  definite  answer,  just 
let  the  subject  drop.  Your  wisdom 
should  speak  for  itself. 

Bathe  in  mud. 

Or  sand.  Or  sulfur  Or  just  plain 
water  You  will  find  all  kinds  of  hot- 
spring  spas  and  baths  throughout 
Japan.  First  wash  yourself  with  a 
bathside  basin,  leaving  no  traces  of 


soap,  then  slip  gently  into  the  bath. 
It's  very  hot  at  first,  but  once  you 
get  used  to  it,  there's  nothing  more 
relaxing  after  a  hard  day's  work. 

Help! 

No  problem  is  too  big  or  small  for 
the  Tokyo  English  Lifeline.  They'll 
answer  questions  on  everything 
from  culture  to  medical  emergen- 
cies. Telephone  03/264-4347. 

Tipping  tips. 

There's  no  such  thing  as  tipping  in 
Japan.  More  expensive  restaurants 
and  hotels  add  a  10%  -15%  service 
charge  to  your  bill,  but  don't  tip 
cab  drivers,  waitresses,  or  bellhops. 


And  do  not  count  your  change— 
it'll  be  considered  a  sign  of  distrust. 

Northwest  notes. 

We  now  offer  exclusive  nonstop 
service  from  Los  Angeles  to  Osaka 
and  the  only  daily  nonstops  from 
Chicago  to  Tokyo.  And,  in  addition 
to  providing  more  service  to  Japan 
from  the  U.S.  than  any  other  carrier, 
we  offer  something  no  other  airline 
can:  the  knowledge  that  comes  from 
over  40  years  of  helping  people  do 
business  in  Asia.  For  international 
reservations,  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia,  call  1-800-553-2215,  ext.  77. 


"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality' 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice' 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP1215)  performance" 

-Buyers  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


dependent,  competing  companies,  they 
aintain  a  nimbleness  in  responding  to 
shion  trends  that  more  hidebound  de- 
.rtment  stores  lack.  Wexner  is  no  long- 
very  interested  in  acquiring  a  depart- 
ent  store — and  says  he  probably  won't 
d  on  Bloomingdale's  or  several  other 
ains  on  the  block.  But  Wexner's  rapid 
pansion  has  also  increased  the  risks, 
f  he  fails  to  deliver  what  people  want, 
len  they  want  it,  and  the  type  of  sur- 
undings  they  want  to  shop  in,  he's  got 
hell  of  lot  of  things  to  change  all  at 
ce,"  says  a  competitor. 
To  help  make  sure  that  customers 
ep  coming  to  all  the  big  new  stores  it's 
ilding,  The  Limited  is  stepping  up  its 
vertising  of  private  brands.  Its  first 
ijor  stab  at  national  advertising  just 
oke  this  month  in  Vogue,  Vanity 
■ir,  and  other  magazines.  The  10-page 
read  for  Victoria's  Secret  was  shot  on 
estate  in  Yorkshire,  England.  Look- 
j  more  like  ads  for  such  designers  as 
Ivin  Klein  or  Ralph  Lauren,  the  $10 
llion  campaign  features  sexy  models 
iding  glamorous  lives  amid  Georgian 
rniture  and  fancy  spaniels. 
N  MAIL.  While  some  chains,  such  as 
.tie  Rock-based  Dillard  Department 
jres  Inc.,  have  abandoned  private  la- 
Is  of  late.  The  Limited's  lines  are 
oming.  Its  fictional  designer  of  Italian 
•men's  sportswear,  Forenza,  receives 
1  mail  at  the  company's  Columbus 
adquarters.  And  Victoria's  Secret, 
lich  was  a  four-store  chain  in  1982, 
w  sells  more  lingerie  under  that  label 
its  353  stores  than  industry  stalwarts 
.nity  Fair  and  Maidenform.  Victoria's 
2rei  seduced  shoppers  by  hanging 
^hties  on  padded  hangers,  perfuming 
?  air,  and  playing  classical  music  in 
!  stores.  A  titillating  catalog  sent  to  50 
llion  people  bolstered  the  image.  The 
»v  ads  are  attempting  to  do  the  same. 
Building  private  brands  along  with 
;ger  stores  may  be  Wexner's  best  bet 
•  reaching  his  goal  of  $10  billion  in 
es  in  five  years.  But  it  could  still  be  a 
ig  shot.  While  The  Limited  has  re- 
ined momentum,  its  industry  hasn't, 
e  mall-construction  boom  of  the  1970s 
5  produced  a  glut  of  clothing  stores, 
d  hardworking  baby  boomers  increas- 
:ly  prefer  jogging  to  shopping  during 
fir  scarce  hours  of  leisure. 
Economists  expect  apparel  sales  to 
)w  no  faster  than  5%  annually  in  the 
<t  few  years — yet  The  Limited  is 
mting  on  double-digit  gains.  If  The 
nited  makes  those  numbers,  much  of 
growth  will  come  at  the  expense  of 
uggling  department  stores — a  club 
s  Wexner  may  be  increasingly  glad  he 
xldn't  join. 

3y  Stephen  Phillips  in  Columbus,  Ohio, 
h  Amy  Dunkin  iji  Neiv  York 


AND  YOU  THOUGHT  IT 
WAS  ILLEGAL  TO  TRADE 
INSIDER  INFORMATION. 


SCHOOLS 


Business  Week  's  Guide  to  the  Best  Business  Schools, 
It  s  not  just  a  guide,  it  s  an  education. 

$12.95  at  bookstores  or  call  toll-free  1-800-2-MCGRAW  ■tnil 


INTRODUCING  THE  WORLD'S 
DEST  PORTADLE. 


Dictaphone  introduces  its  smallest,  light- 
est microcasette  portable,  the  Dictamite  II 
Model  3253.  It's  loaded  with  features: 

□  Voice  activated  recording  starts  when 
you  start  talking  and  stops  when  you  stop. 

□  Internally  rechargeable  batteries  mean 
you're  always  ready  to  go. 

□  Digital  display  shows  you  exactly  what 
you've  recorded  and  where. 

□  Increased  recording  sensitivity  for  meet- 
ings and  conferences. 

□  Two  tape  speeds — One  for  long  play,  one 
for  optimum  sound  quality. 

To  find  out  more,  call  1-800-433-0880 
toll-free  or  send  in  the  coupon  below. 

Dictaphone.  Time  Management^'' 

CBwTl6'J 

Mail  to:  Dictaphone  Corporation, 

3191  Broadbndge  Ave..  Stratford,  CT  06497-2559 


Name 


Title 


Company 


Phone 


Address 


City 


Zip 


m  Dictaphone 

A  Pitney  Bowes  Company 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


BUSINESSr^WEEK 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Wine  Cellars 


WiNECELLARS- USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models 
Handmade  Wood  Cellars  loj/r  t 


Visa/MC/AmEx/Discovei 


296  Bottle  Credenza 

Ret:  i 

2795 

$  1795 

44U  Bottle  Capacity 

2495 

1695 

7011  Bottle  Capacity 

3495 

1995 

Designer  Models 

Nut  Hi 

ULiniaiU' 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

l  urV.iull  hoki>  .iln.ut 

$3495 

$  1895  1 

Only 
$2.S5 
per 

I'uttiu 
S\iMlcl 
'7(10 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  Vy  131ST  St.  Lo£  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Computers/Office  Equipment 


□MNIK<!|X 

OMNIFAX 
FACSIMILE 
FACTORY 
DIRECT 


Nationwide  Sales  &  Service, 
On-Site  Maintenance  & 
Factory  Guarantee 

Desirtop  Units 
Full  Feature  Fax 
Plain  Paper  Fax 

Rent  "Lease  Purchase 'Buy 


24  HOUR  SALES  INFO  UNE 

800-221-8330 


Resumes 


EXECUTIVES  PROFESSIONAL 
RESUME  TYPESEniNG 

DON'T  MAKE  A  CAREER  MOVE  WITHOUT  IT 

•  $200  Flal  Fee         •  Expert  Design  &  Eililing 

•  Express  Delivery      •  PowertuI  Secret  f  urm.it 

•  100%  Error-Free      •  Salislaction  Giiaidnlc 

ELECT  USA  -  The  Resume  Place 
1430  Tully  M  .  #413.  San  Jose,  CA  9i  122 
Fax  408-298-5427  your  rough  draft  with  Visa  MC 
info  or  mail  Call  408-298-3475  lor  Iree  consulta- 
tion Cail  l-BaO-255-3475  tor  Iree  Start-Up  Kil 


FAX 
PAPER 

With  Machine 
Purchase 

TOP  DISCOUNTS 

ON  NEW  SHARP,  MURATA, 
XEROX,  CANON,  RICOH 

•  Best  prices  in  ttie  country 

•  Full  Service  &  Training. 

•  We  Take  Trade-ins 

•  Used  FAX  l\/lactiines  Available 

•  New  Tostiiba  Laptop  Computers 

CALL  US  TODAY         1  1 

FAX  OF  AMERICA 
1-800-342-FAXX  — 

America's  low  Price  FAX  Distributor 


Advertising  Specialties 


coffee  mugs... 


10  02  Imprinted  with  your  Logo  or  Art 


Ouanilly 

72  pes 

IMpcs 

576  pes 

1008  pes 

Porcelain 

$1  89 

S1  44 

Jl  M 

Si  24 

J2  10 

Jl  99 

SI  69 

Si  79 

S  rimug  (Of  each  AtJdinonai  Coioi   tM  screen 

I^eH  (800)458-3343 

PH  (515)280-3343    FAX  (515)274-0476 


COMPETITIVE  EDGE  SPECIALTY  MFG.  CO., 
2903  IN6ERS0LL  DES  MOINES.  lA.  S031Z-:< 


Executive  Gifts/Merchandise 


MAKES  YOU 

Auviosrr 

TALLER 


SIZES:  5-12 
WIDTHS  B-EEE 

FINE  MEN'S 
SHOES 


Looks  just  like  an  ordinary  stioe, 
except  tiidden  inside  is  an  innermold 
whicti  increases  your  lieiglil  almost 
(wo  inches.  Choose  from  a  wide 
selection  of  ELEVATORS'  including 
dress  shoes,  boots,  sport  shoes  and 
casuals.  Satisfaction  guaranteed 
EAceptionally  comforlable  Call  or 
write  today  lor  your  FREE  color 
catalog  so  you  can  look  taller  in  no 
time    Ml)  RFSID  (  At  I  10l-66.(-';il1 

TOLL  FREE  1-800-34.3  .38 10 

ELEVATOI^S  D 

RICHLEESHOECOI^PANY.DEPT  BW<»N 
PO  Box  3566.  Frederick.  MP  21  701  ^ 


Health/Fitness 


THE  ULTIMATE  CHAIR 

for  back  relief 
and  relaxation! 


.and  25  other  products 
for  a  healthy  back! 


BackSaver  ;^^25'.V2'25"o'rt?.. 

53  Jeffrey  Ave..  Dept.  BW-10,  Molliston.  MA  01746 
In  MA  508-429-5940 


inventories  Purchased 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  integrated  Circuits  •  Senniconductors 
•  Discrete  Connponents  •  Electronnechanical  Equip. 
•  Computer  Parts  &  Peripherals 
•  Sub  Assemblies  to  Finished  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
Call:  (201)  941-5000,  or  |ust  Fax  your  list:  (201)  939-8918 

Attention:  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

815FalrviewAvenue.  P.O  Box  220,  Fairview,  NJ  07022 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 
FROM 
$425 


Vhc 

Corporate 
Choicd'  €^ 

America's  top  companies  can't  afford 
to  look  second-rate  That's  why  they 
choose  our  distinctive  corporate  image 
products  American  made  caps,  shirts, 
jackets  and  more  and  now  finely 
crafted  gift  items,  too  each  yvith  your 
name,  logo  or  custom  design.  Discover 
the  quality  difference. 


f 


CALL  FOR  FREE  CATALOG 
800-792-2277 
!N  CA  800-826-8585 

sjllljjj^o     3952  POINT  EDEN  WfAY 
^  Vttittfi  ^  HAYWARO.  CA  94545 
**♦<'/»(.,«'>»'■       FAX  (415)  786-1111 
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Problem  Solvers 


UNPLEASAN1 
OFFICE 
ODORS? 


NI-712  Citrus 
Deodorizer  Destroys 
Any  Odor  in  3'A  Seconds! 

•  1 00%  Natuial  •  Smells  like  tiesh-cut  oranges 
•  Destroys  any  odor,  even  cigar  smoke 
•  One  spray  ebrmnates  odors  for  24  hours 

Just  spray  Neutron's  NI-712 
Liqmd  Deodorizer  into  the 
air,  onto  odor  source,  or 
into  mop  water  oi  carpet 
shampoo  Its  concentrated, 
all -natural  iormula  actually 
attacks  the  molecular  stnic  ■ 
tuie  of  any  sickenmg  smell, 
even  skunk,  destroymg  it 
forever' 


FREi:  SAMPLE 


CALL  TOLL  FFtEE  NOW! 

1-800-421-8481 

m  AZ  602-864-0090  A 1043 

■ Neutron  Industries,  Inc. 
71(77  N  Bkick  Canyon  Hwy.  Pboemi  A2  85021-761S 
'Ptwiding  reoJy  sobitians  In  vnu  mr«1  riiHinih  rWmmn  nroblans 
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mmBUSINESSn^^^K 

mARKETrLACE 

FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 

BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  6061 1 

Steel  Buildings 


WHOLESALE 

steel  Buildings,  Inc. 
1-800-462-9992 

1  X  60  $7,495' 

I  «  80   $11,500' 

I  X  125  $23,395" 

0  X  200   $39,995" 

ow  you  can  purchase  your  Steel  BullrJIng  at 
Wholesale  Prices  and  Save  Thousands 
ot  Dollars.  Complete  Building  Includes 
steel  frames,  purlins,  gins,  sheeting  & 
hardware.  (No  Wood  Required).  Engr. 
Approved.  Any  Style,  Size  or  Color.  Labor 
.vaHable  Call  toll-free  or  FAX  716-632-2323 
-FOB  i  Cost  based  on  LL/WL 


Books/Publications 

k  Written  By  Professional  Leasing 
nJ  Benefits  Tenants.  Lease  savings 
tilted  Only  $19  95  Guaranteed 
AL,  8721  Santa  Monca  Boulevard. 
4  LF3.  Los  Angeles,  Calif  90069 


Business  Opportunities 


.  NE  W  1 989  Franchise  Annual  Directory 
describes  4.185  Franctiisors  Includes 
dbook  concerning  wtiat  you  stiould 
M  betore  entering  franctiise  agreement 
ipletely  Updated  20tti  yr  $26  95  plus 
10  first  class  postage   Money  back 

INFO  FRANCHISE  NEWS 

728  Center  St  .Box  550 
Lewiston.NY.  14092 


Business  Services 


Project  Cost  Iracking  System 


A  system  for  tracking  employee  time  by  project  activity,  task 
and  phase.  Project  related  expenses  are  added  to  calculated 
labor  costs;  capital  costs  are  tracked  separately.  Detailed 
audit  trails  are  provided,  and  multiple  level  consolidations 
allow  data  to  be  presented  by  project,  project  category  or 
cost  center.  The  budget  module  facilitates  comparison  to 
multiple  budgets  and  presentation  of  current  trends. 

Send  $199  (plus  $10  postage  and  handling)  to: 


Ordinal  Systems  Inc., 

64  Hillcrest  Drive,  Upper  Saddle  River,  NJ  07458 
 (201)818-8553 


Coins 


FREE  TRIAL  SUBSCRIPTION 


Own  Bullion  or  Rare  Coins? 

Precious  Meials  &  Numismatic  Focus  is 

MUST  READING! 

Tarn  Veer  Ceins  &  BaUi«n  Inl*  Winners! 

Call  For  Free  Trial  Subscription 

1-800-333-3163,  Ext.  123 


Business  Services 


Need  to  find  someone?  Nationwide 
location  service  for  corporate  and 
personal  matters  will  locate  missing  deb 
tors,  friends,  relatives,  etc  For  a  con 
fidential  interview  with  a  location 
specialist  call  KEEP  TABBS  201 
879-8175 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  \ 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or  9) 
—  including  some  very  i 
famous  names  - 
which  I  believe  could 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


MARTIN  ZWEIG 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
505  Park  Ave.  NYC 
U.S.A.  (212)  755-9400 
 Fax  (212)  755-7339  


Financial  Services 


Save  a  Full  70% 
on  Your  Stock  Commissions 


Compare  Our  Price 

Before  you  tise  a  broker  who  discounts  commissions,  compare  prices 
and  services.  At  Waterhouse  Securities  you  save  a  straight  70% 
across  the  board  on  your  stock  commissions.  We  discount  the 
current  rate  of  a  leading  full-priced  firm  a  hill  70%  —  not  "up  to 
70%"  —  as  advertised  by  others.  The  chart  below  shows  the 
difference  between  current  rates,  the  discounts  of  others  and  our 
straight  70%  discount.  The  savings  are  so  dramatic  that  on  the 
purchase  and  sale  of  only  the  four  typical  transactions  shown  you 
would  save  $1,141.66  from  current  rates. 


Compare  Our  Service 
•  Personal  Account  Officer  —  personal  attention,  quotes  and  all 
market  data  •  Member  New  York  Stock  Exhange  —  no  one  can 
execute  your  orders  better  *  SIPC  Protection  —  each  and  every 
account  protected  up  to  $500,000  —  ($100,000  cash)  •  Money 
Market  Funds  —  U.S.  Government  Tax  Exempt  and  regular  money 
market  funds  are  available  •  Free  Investment  Information  — 
Standard  &  Poor 's  Stock  Guides  and  Stock  Reports  on  all  NYSE. 
ASE  &  2000  ore  companies  plus  other  guides  to  help  you  with  your 
investments. 


COMPARE  OUR  PRICE 

200  she. 

300  shs. 

500  shs. 

1000  shs. 

@  i25 

@  $20 

@  $18 

@  $14 

Merrill  Lynch 

$  129.50 

$  157  00 

$214.50 

$  293.60 

Discount  Brokers 

Charles  Schwab 

81.00 

87.00 

96,00 

111,00 

Fidelity  Brokerage 

80.75 

80.75 

95.75 

110.75 

Watertiouse  Securities 

35.00 

40.82 

57.62 

90.33 

WATERHOUSE  SECURITIES,  INC. 

brochure^which  describes  "our  sendees 
Member  New  York  Slock  Exchange  ■  SIPC  arid  how  they  benefit  you. 

BRANCH  OFnCES:  New  York  ■  AtUuOa  ■  Boston  •  Chatham,  NJ  ■  Chicago  ■  Dallas  800-672-7300 
Detroit  ■  Los  Angeles  •  Miami  ■  Philadelphia  •  St.  Louis  •  San  Francisco  ■  Seattle  ■  Washington,  D.C. 


Personal  Business 


EDITED  BY  MARC  FRONS 


Computers 


IIGHTER  PCs  THAT  PUT 
MORE  FEATURES  ON  YOUR  LAP 


If  you've  come  to  rely  on  a 
persona!  computer  to  help 
you  get  through  the  work- 
day, you  know  that  a  business 
trip  can  sometimes  provoke 
separation  anxiety.  Without 
your  spreadsheet,  data-base, 
calendar,  and  electronic-mail 
programs,  you  just  aren't  at 
the  top  of  your  form. 

A  laptop  computer  is  the 
obvious  answer.  But  laptops 
have  traditionally  demanded 
some  unappealing  trade-offs: 
The  machines  that  incorporat- 
ed all  the  features  you're  ac- 
customed to  on  a  desktop  PC 
are  so  bulky  that  you  have  to 
think  twice  about  carting 
them  along.  With  a  battery 
pack  and  carrying  case,  a  lap- 
top IBM  PC  clone  weighs  up- 
wards of  15  pounds.  The  light- 
weight, compact  machines 
that  you  could  toss  into  your 
briefcase  have  been  unaccept- 
able because  they  could  not 
run  the  same  software  used 
on  desktop  PCs. 
ITTY-BITTY.  But  you  don't 
have  to  worry  about  such 
trade-offs  any  more.  A  new 
generation  of  PC-compatible 
laptops  weighing  6.5  pounds 
or  less — with  batteries — is 
coming  to  market.  NEC's  Ul- 
traLite,  which  weighed  in  at 
4.4  pounds  a  year  ago,  was 
followed  by  Zenith  Electron- 
ic's  MinisPort  last  summer 
and  Compaq  Computer's  LTE 
in  October.  Tandy  plans  to  be- 
gin selling  a  6.5-pound  PC 
called  the  1100  FD  in  Decem- 
ber, and  next  year,  Toshiba  is 
expected  to  release  a  note- 
book PC  that  is  already  on  the 
market  in  Japan.  In  addition, 
a  new  category  of  "palm-top" 
PCs  is  hitting  the  market. 
These  tiny  computers  weigh 
one  pound  and  run  IBM  PC 
software — more  or  less. 

First,  a  look  at  notebook 
PCs.  Basically,  these  are 
smaller  versions  of  conven- 


tional laptops.  They  have  the 
familiar  clamshell  design  and 
the  ubiquitous  liquid-crystal 
display.  These  screens  are 
back-lit,  meaning  that  a  light 
source  is  placed  behind  them 
so  that  the  characters  seem  to 
light  up  as  they  would  on  a 
conventional  computer.  This  is 
a  big  improvement  over  earli- 
er LCD  screens,  which  can  be 
unreadable  if  the  computer 
isn't  positioned  to  catch  re- 
flected light.  But  back-light- 
ing reduces  battery  life. 


THE  LITTLE 
LAPTOPS 

ATARI  PORirOUO 

1  lb.,  $399 

Built-in  programs,  storage 
on  memory  cards 

NECULTRAIITE   

4.4  lb.,  $2,499 

Good  keyboard,  memory 
card  storage 


The  Compaq  LTE,  the 
newest  in  the  notebook  cate- 
gory, also  represents  the  lat- 
est in  tiny-PC  technology.  The 
big  breakthrough  in  the  LTE  is 
the  inclusion  of  a  full-size  3'/2- 
inch  floppy-disk  drive.  This  is 
the  first  time  such  a  small 
machine  {SV2  by  11  by  1.9 
inches)  has  been  able  to  ac- 
commodate the  same  disks 
used  with  many  desktop  PCs. 
That  means  that  when  it 
comes  time  to  hit  the  road, 
you  can  pop  the  floppy  disk 
out  of  the  computer  on  your 
desk  and  use  it  later  in  the 
LTE,  eliminating  a  hassle  that 
has  limited  the  appeal  of  pint- 
size  PCs.  In  other  notebook- 
size  machines,  you  must 
transfer  programs  or  files  by 
hooking  a  cable  between  the 
laptop  and  a  desktop  system 


and  then  use  a  special  soft- 
ware program.  All  notebook 
PCs  also  have  space  for  add- 
ing built-in  modems  for  com- 
municating over  [jhone  lines. 

Compaq's  machines  come  in 
two  varieties.  The  basic  LTE  is 
a  clone  of  the  older  IBM  PC/XT 


million  characters)  is  anothe  * 
significant  breakthrough  ii ': ; 
this  class.  However,  bot  ita 
drives  fit  under  the  keyboarc  le 
which  can  be  a  bit  inconvf  se 
nient.  When  the  LTE  is  0: 
your  lap,  it  can  be  difficult  t  M 
change  flopi)ies  and  imposs  ttt 


while  the  LTE  286  has  the  fast- 
er Intel  80286  microchip  used 
in  the  PC/AT.  Both  machines 
weigh  six  pounds  with  battery 
and,  in  addition  to  the  stan- 
dard floppy-disk  drive,  can 
have  an  optional  hard  disk. 
The  ability  to  add  a  hard  disk 
(storing  either  20  million  or  40 


ble  to  see  the  indicator  lighi 
that  tell  you  when  either  di; 
drive  is  working. 

But  it's  hard  to  find  fail 
with  the  LTEs.  By  rearrangii] 
the  placement  of  some  ke; 
shrinking  some,  and  doubliil 
up  on  others,  Compaq  desig 
ers  came  up  with  a  keyboa 


tie  I 
ltli.e 
Hi! 

itropf 


it  replicates  all  101  keys  on 
desktop  PC.  That  should 
ike  it  usable  with  all  kinds 
software  written  for  desk- 
)s.  The  keyboard  is  un- 
)idably  cramped,  but  each 
)hanumeric  key  has  the 
ne  surface  size  as  it  would 
a  desktop  model.  The 
een  is  a  bit  crisper  than 
>se  on  other  notebook  PCs, 
:  they  all  suffer  from  the 
ne  drawbacks.  One  exam- 
i:  Sometimes  characters 
.t  are  displayed  in  reverse 
le  tend  to  "bleed."  The 
ie  LTE  model  begins  at 
399,  the  286  at  $3,899. 
)espite  the  advances  found 
the  LTEs,  the  original  NEC 


The  UltraLite's  biggest 
drawback  is  its  lack  of  any 
disk  storage.  You  can  attach 
an  external  3 1/2 -inch  floppy- 
disk  drive,  but  that  weighs  al- 
most as  much  as  the  Ultralite 
itself — and  it  won't  run  on 
batteries.  However,  the  ma- 
chine has  its  own  "silicon 
disk" — chips  with  either  1  mil- 
lion or  2  million  characters  of 
memory  that  behave  like  a 
disk  drive.  In  addition,  there's 
a  slot  for  a  memory  card  that 
resembles  a  fat  credit  card. 
The  card  can  be  used  to  store 
files  or  software  programs. 
NEC  has  been  working  with 
leading  software  developers 
to  publish  versions  of  their 


•aLite  is  likely  to  remain 
ular.  Although  lighter 
1  the  Compaq  models,  it's 
at  the  same  size.  More  im- 
:ant,  it  has  a  bigger  screen 
by  41/2  inches)  and  a  less 
istrophobic  keyboard.  If 
're  a  speedy  typist,  NEC's 
board  has  the  edge. 


programs  on  memory  cards. 

With  competition  mount- 
ing— and  new  models  report- 
edly in  the  wings — NEC  has 
recently  cut  the  price  of  the 
basic  UltraLite  from  $3,000  to 
$2,500.  One  problem  that  will 
be  remedied  in  a  new  model  is 
NEC's  nonremovable  batteries. 


With  removable  battery 
packs,  you  can  use  one  while 
another  is  being  recharged. 

Last  but  not  least  among 
notebook  PCs  is  the  Zenith 
MinisPort.  Like  its  big  broth- 
ers in  Zenith's  laptop  line,  the 
MinisPort  features  a  crisp 
screen  and  sensible  design. 
Closer  in  concept  to  the  Com- 
paq LTE,  it  achieves  its  small 
size  and  light  weight  by 
shrinking  the  screen  slightly 
and  incorporating  a  two-inch 
floppy-disk  drive.  The  disk 
stores  720,000  characters  of 
information,  but  because  it 
works  only  with  MinisPorts, 
it's  used  in  much  the  same 
way  as  NEC's  memory  cards. 
Zenith  doesn't  plan  to  publish 
software  on  the  two-inch 
disks,  so  programs  and  files 
must  be  downloaded  to  the 
MinisPort.  Still,  the  disk  has 
advantages  over  the  cards. 
When  the  battery  in  a  memo- 


POQET 

1  lb.,  $1,995 

P'ull  PC  screen  and  keyboard 
m  tiny  package 

COMPAQ  LTE 

6  lb.,  $2,399 

Floppy  standard,  internal 
hard  disk  optional 

ZENITH  MINISPORT 

5.9  lb.,  $1,999 

Uses  unique  2-inch  floppy 
disks  for  storage         data  ew 


ry  card  dies,  the  information 
is  lost.  Plus,  a  two-inch  disk 
costs  $9.90  compared  with 
$299  for  a  memory  card. 

For  people  who  find  a  five- 
or  six-pound  PC — and  the  vari- 
ous accessories  that  go  with 
it — too  much,  there  are  now 
palm-top  PCs.  Both  the  Atari 
Portfolio  and  the  Poqet  PC 
weigh  just  under  a  pound  and 
are  about  the  same  size  as  a 
videocassette.  But  that's 
where  the  similarities  end.  Po- 
qet Computer,  a  startup 
founded  by  veterans  from 
Texas  Instruments'  calculator 
operation,  has  attempted  to 
get  everything  possible — ex- 
cept disk  drives — into  a  tiny 
package.  The  result  is  an  in- 
genious mix  of  design  and 
technology.  Poqet  has  a  full 
PC  keyboard  and  a  black-on- 


gray  LCD  screen.  In  addition 
to  running  standard  PC  appli- 
cations such  as  Lotus  1-2-3, 
which  must  first  be  download- 
ed to  memory  cards,  it  in- 
cludes a  series  of  built-in  pro- 
grams: a  calculator,  a  word 
processor,  an  appointment 
scheduler,  an  address  book, 
and  a  communications  pro- 
gram. The  programs  are  easy 
to  learn  and  cover  many  of 
the  basics  that  a  traveling  ex- 
ecutive might  need. 
CRAMPED  KEYS.  All  in  all,  it's 
an  impressive  machine.  But  is 
it  usable?  The  keyboard  in  a 
preproduction  model  was  ex- 
tremely finicky.  Because  75 
keys  are  jammed  into  a  8%- 
by-3'/4-inch  space,  touch-typ- 
ing is  all  but  impossible.  Al- 
though it  has  a  7V8-by-3'/4- 
inch  screen,  comparable  in 
size  to  Zenith's,  the  Poqet 
screen  isn't  back-lit,  making  it 
hard  to  read  in  poor  lighting. 
Given  all  this,  the  $1,995  price 
tag  of  the  initial  Poqet  may 
not  be  low  enough  to  compen- 
sate for  the  inconveniences. 

Atari,  the  maker  of  comput- 
er games  and  home  comput- 
ers, wisely  decided  that  a 
palm-top  need  not  have  all  the 
bells  and  whistles  of  a  larger 
laptop.  Although  it  is  a  PC 
clone  and  runs  a  knockoff  of 
Microsoft's  M.S-DOS  operating 
system,  the  Atari  Portfolio 
does  not  pretend  to  be  a  full- 
function  laptop.  Its  tiny  LCD 
screen  displays  only  eight  40- 
character  lines,  vs.  25  lines  of 
80  characters  on  a  standard 
PC.  But  this  makes  the  charac- 
ters on  the  screen  legible.  The 
keyboard  has  a  typewriter 
layout,  but  its  63  calculator- 
like keys  make  one-finger  typ- 
ing mandatory. 

The  basic  $399  package  in- 
cludes several  built-in  pro- 
grams similar  to  Poqet's.  In 
addition,  there's  a  spread- 
sheet that  produces  files  that 
are  compatible  with  those 
used  with  Lotus  1-2-3.  An  op- 
tional serial-interface  adapter 
permits  the  transfer  of  files 
and  data  between  the  Portfo- 
lio and  an  IBM-compatible 
desktop  computer.  Obviously, 
Atari's  Portfolio  isn't  a  seri- 
ous rival  to  the  larger  laptops, 
but  it  does  do  enough  to  make 
it  a  worthwhile  traveling  com- 
panion. Geoff  Lewis 


^rsonal  Business 


Smart  Money 

AFTER  THE  MARKET  SHOCK, 
MUHIS  ARE  STANDING  TALL 


When  the  markets  for 
stocks,  Treasury 
bonds,  and  junk  had  a  wild 
time  a  couple  of  weeks  ago, 
municipal  bonds  were  a  rela- 
tively quiet  island  in  the 
storm.  But  don't  be  misled 
by  the  calm:  For  investors 
looking  to  salt  away  some 
money  in  bonds,  munis  make 
more  sense  now  than  they 
have  in  a  long  time. 

While  muni  returns  have 
had  their  ups  and  downs, 
they  haven't  fallen  nearly  as 
far  as  Treasury  bonds  in  the 
past  year.  As  a  result,  re- 
turns in  muni-land  aren't  far 
below  the  yields  on  taxable 
Treasuries.  And  after  figur- 
ing in  the  advantage  of  tax 
exemption,  you  can  come  out 
way  ahead  with  a  lot  of 
these  issues. 

David  Johnson,  portfolio 
manager  for  Van  Kampen 


WHY  MUNI  YIELDS 
ARE  TEMPTING 


Bonds 

Yield 

Taxable 

equivalent* 

Percent 

30-YEAR  TREASURY  BONDS 

8.02 

%  8.02% 

30-YEAR  AAA  MUNIS 

7.05 

10.52 

LONG-TERM  A  MUNIS 

7.50 

11.19 

5-YEAR  TREASURY  NOTES 

7.92 

7.92 

5-YEAR  AAA  MUNIS 

6.25 

9.33 

5-YEAR  A  MUNIS 

6.50 

9.70 

*As  of  Oct.  19,  based  on  33%  federol  lax  brocket 
DATA  SMITH  BARNEY.  HARRIS  UPHAM  8,  CO  ,  TH[  BOND  BUYER 


Merritt's  tax-free  fund,  likes 
the  -SSGl  million  issue  of 
Florida  State  Board  of  Edu- 
cation, sold  in  September  and 
rated  AA  by  Standard  & 
Poor's  Corp.  It  currently 
yields  about  7.25%,  less  than 
three  quarters  of  a  point  be- 
low government  bonds.  Add 
in  the  tax  savings  for  inves- 
tors in  the  33%  bracket,  and 
the  muni  is  equivalent  to  a 
10.82%'  taxable  bond. 

Munis  are  attractive  now 
under  two  scenarios,  says 
Johnson.  If  Treasury  yields 


continue  to  edge  down, 
munis  are  likely  to  follow,  in- 
creasing their  prices.  Or,  if 
muni  rates  were  to  stay  up 
as  Treasury  rates  decline, 
tax-exempts  would  start 
looking  good  to  another  pool 
of  potential  investors:  insur- 
ance and  industrial  compa- 
nies, which  are  now  largely 
on  the  sidelines.  Then,  the 
added  buying  from  these 
companies  would  bid  up 
muni  prices  and  lower  their 
yields. 

On  the  other  hand,  you 
shouldn't  buy  munis  now  in 
anticipation  of  large  price 
gains  from  falling  yields, 
says  Susan  Peabody,  tax-ex- 
empt portfolio  manager  for 
Alliance  Capital  Manage- 
ment. Many  municipal  issu- 
ers around  the  country  have 
deferred  sales  of  debt  be- 
cause of  high  rates,  she 
says.  If  rates  on  munis 
fall  too  far,  municipal- 
ities would  seize  the  op- 
portunity to  go  to  the 
market,  and  the  rush  of 
borrowers  would  tend 
to  stop  any  decline  in 
muni  inte^'est  rates. 

The  San  Francisco 
earthquake  has  made 
falling  muni  rates  even 
less  likely,  adds  Pea- 
body.  The  reason:  In- 
surers may  be  looking 
to  dump  their  muni 
holdings  to  raise  cash 
for  paying  claims. 
The  bottom  line  for  the 
near  future,  says  Peabody,  is 
that  muni  yields  are  likely  to 
stay  in  the  range  they  have 
established  over  the  past  few 
months.  Of  course,  the  muni 
market  is  still  susceptible  to 
bouts  of  volatility  and  illi- 
quidity.  Last  week,  for  ex- 
ample, investors  pessimistic 
about  New  York  City's  fi- 
nances started  dumping  the 
city's  bonds.  But  right  now, 
the  rewards  of  the  municiple 
market  look  to  be  worth  the 
risk.  David  Zigas 


Home 


HELP  IN  DODGING 

THOSE  WINTERTIME  DRAFTS 


Your  windows  closed, 
doors  locked — and  still 
the  first  chilly  breezes 
of  autumn  can  be  felt  inside 
your  home?  Sounds  like  time 
to  start  thinking  about  better 
insulation.  But  whether  you 
call  a  carpenter  or  set  out  as 
a  do-it-yourselfer,  "better"  in- 
volves weighing  various  fac- 
tors of  safety  and  efficiency. 

Safety,  first.  Asbestos,  of 
course,  has  long  been  out- 
lawed because  its  fibers  can 
be  carcinogenic  if  inhaled.  In 
the  last  few  years,  similar 
questions  have  arisen  about 
some  man-made  alternatives: 
fiberglass  wool  (made  by 
blowing  molten  glass  into  fi- 
bers) and  rock  wool  (fibers 
blown  from  molten  slag).  The 
Thermal  Insulation  Manufac- 
turers Assn.  says  50  years  of 
studies  show  no  consistent  ev- 
idence of  respiratory  disease 
from  man-made  fibers.  But  it 
notes  that  all  fiber  insulation 
should  be  installed  carefully. 
Like  tiny  splinters,  the  fibers 
can  irritate  the  skin  or  cause 
burning  in  the  nose  and 
throat — so  gloves  and  a  filter 
mask  are  important.  But  once 
installed,  the  material  won't 
burn  or  deteriorate. 

For  remodeling,  fiberglass 
is  the  most  cost-efficient  ma- 
terial, say  the  editors  of  The 
Old  House  Journal.  Less  rec- 
ommended are  plastic-foam 


products,  typically  urethan 
that  get  pumped  as  liquic 
through  holes  in  walls  an 
floors  and  expand  to  fill  inti 
rior  cavities.  Most  plastics  ar 
com.bustible  and  can  give  o] 
toxic  gases  if  ignited.  AlS' 
their  initial  water  content- 
about  TO'/J — can  adversely  a 
feet  an  older  home's  dry-woe 
frame.  (For  sealing  sma 
openings,  a  handy  aerosol-ca 
product  called  Touch  'n'  Foai 
sells  for  about  $10  at  har 
ware  stores.) 

REDUCING  RISK.  Insulating 
new  addition?  FiberglaJ 
blankets  or  rigid  foam  shee 
are  simple  to  install  before  e 
terior  brick  or  siding  goes  o 
To  reduce  the  fire  risk  wii 
foam  sheets,  some  premiu. 
products  from  Celotex  ar 
other  makers  include  fibe 
glass  in  the  plastic. 

Comparing  insulation  cos 
means  knowing  the  "R-vs 
ue,"  or  resistance  to  heat  los 
of  different  products.  A  ' 
inch  sheet  of  plywood  alone 
figured  to  have  an  R-value 
0.62,  while  %-inch  Styrofoa 
(polystyrene)  panels  weigh 
at  3.0  "to  4.0.  The  R-value 
fiberglass  or  rock-wool  insul 
tion  averages  about  3.5  p 
inch  of  depth,  so  it  takes  an 
inch-thick  layer  to  bring  an  { 
tic  up  to  the  recommended 
30  insulation  target  for  ve 
cold  areas.  Don  Dui 


ersonal  Business 


Travel 


SETTIHG  SAIL  WITH 
MOZART— OR  STEVE  ALLEN 


They  began  as  a  gimmick 
to  fill  ocean  liners  in 
slow  seasons.  But  they 
proved  to  be  a  hit,  and  now 
theme  cruises,  which  organize 
activities  around  a  particular 
hobby,  subject,  or  sport,  are 
standard  on  almost  every  line. 
Care  to  mingle  with  U.  S. 
Olympic  champions?  Discuss 
maritime  history?  Swap  choc- 
olate-dessert recipes?  There's 


$2,755  for  the  same  space  on 
the  Sun  Viking's  10-day  golf 
trip.  There's  no  extra  charge 
for  the  theme. 

Here's  a  sample  of  cruises 
planned  for  1989  and  1990: 

Several  "Music  Festivals  at 
Sea"  feature  on-board  con- 
certs and  rehearsals.  The 
French  liner  Mermoz  cele- 
brates Mozart  on  a  two-week 
tour  of  the  Greek  Isles  (sail 


The  Ed  Sullivan  Show,  and, 
of  course,  Allen's  own  (Nov. 
8,  1989;  213  553-1666). 

Golf  enthusiasts  can  tour 
exotic  links  on  Royal  Caribbe- 
an's Golf  Ahoy!  cruises.  The 
ships  journey  around  the  Ca- 
ribbean, docking  near  champi- 
onship courses  such  as  the 
one  designed  by  Robert  Trent 
Jones  at  Martinique's  Golf- 
Country  Club  (year-round,  800 
327-6700). 

If  you  prefer  to  brush  up 
your  bridge  game,  the  Royal 
Viking  Sky  offers  a  World  of 
Bridge  cruise  from  London  to 
New  York.  The  program  fea- 
tures lectures  in  the  mornings 
and  tournaments  in  the  after- 


of  course.  Its  tour  of  the  An 
dean  coast  includes  shipboard 
lectures  and  day  trips  to  view 
penguins  and  blue-footed  boo- 
bies (Mar.  9;  212  546-9140). 

These  days,  most  cruis< 
ships  offer  spa  facilities.  Bu 
on  the  Queen  Elizabeth  2'£ 
San  Diego-to-New  York  voy 
age,  the  entire  cruise  is  devot 
ed  to  Vital  Life.  Each  day 
there  will  be  two  hours'  wortl; 
of  lectures — on  subjects  rang 
ing  from  health  insurance  t( 
hypertension — plus  medica 
testing  and  one-on-one  ses 
sions  with  doctors,  nutrition 
ists,  and  psychologists  (Jun 
24;  800  373-1.568). 

They  say  there's  always 


a  cruise  that  will  suit  you. 

Theme  cruises  are  orga- 
nized in  two  ways — by  the 
cruise  line  itself  or  by  a  spe- 
cial-interest group  that  either 
charters  a  ship  or  holds 
events  on  a  regular  cruise. 
Cruises  offered  through  these 
groups  tend  to  be  more  "ex- 
tensive" and  more  specialized, 
says  Jo  Kling  of  Landrv  & 
Kl'ing,  a  Coral  Gables  (Fla.) 
travel  agency.  These  groups 
also  tend  to  provide  more  ad- 
vance information.  Specifics 
are  important,  because 
"theme"  is  a  loosely  applied 
term:  A  "literary  cruise" 
might  consist  of  two  auto- 
graph sessions  with  the  au- 
thor of  last  year's  best-seller. 
It  is  not  desirable  to  discover 
this  after  the  ship  has  sailed. 

Prices  vary  widely,  from 
$14,130  for  an  outside  double 
cabin  on  the  Vistafjord's  21- 
day  classical-music  cruise  to 


date:  Sept.  2,  1990;  800  999- 
0555).  As  part  of  its  five-conti- 
nent tour,  the  Vistafjord  of- 
fers music  cruises,  beginning 
Jan.  23  (800  221-1666). 

Also  aboard  the  Vistafjord, 
Lynn  Redgrave,  Christopher 
Plummer,  and  Gena  Rowlands 
are  among  the  cast  that  will 
perform  one-acts  during  a 
Mediterranean  trip  (May  12). 
For  its  transatlantic  crossing, 
the  Royal  Princess  has  en- 
gaged Steve  Allen  to  cele- 
brate the  golden  age  of  TV 
with  clips  from  vintage  pro- 
grams, including  /  Love  Luey, 


Worth  Noting 


■  VALUE  ADDED.  The  dollar  is 
strong  now — but  what  if 
your  trip  abroad  isn't  for  a 
few  months?  With  foreign- 
currency  traveler  checks  you 
can  lock  in  current  exchange 


noons.  It's  hosted  by  actor 
Omar  Sharif,  a  championship 
player  himself  (Aug.  1;  800 
422-8000). 

BOOBY  TRIP.  Some  ships  don't 
just  tour  a  place — they  teach 
you  about  it  as  well.  The  Stel- 
la Solaris  travels  along  the 
Amazon  River  and  includes 
lectures  by  explorer  Loren 
Mclntyre  and  experts  from 
the  New  York  Botanical  Gar- 
den (Jan.  3;  800  445-6400  or 
212  397-6400).  The  National 
Audubon  Society  is  also  ex- 
ploring South  America — from 
an  ornithological  perspective. 


rates.  But,  suggests  account- 
ing firm  Ernst  &  Young,  if 
your  trip  is  at  least  a  year 
away,  you  can  earn  interest, 
too,  by  buying  foreign-cur- 
rency bonds  that  mature  be- 
fore your  visit. 
■  MAC  MUSIC.  MusicProse 
software  from  Coda  Music 


band  playing  somewhere 
board  ship.  But  for  those  wl 
really  want  to  revive  the  bi: 
band  era,  there's  a  ballroor 
dance  cruise  to  the  Caribbe; 
on  the  Sovereign  of  the  Sea 
It  offers  dancing  daily,  to 
contemporary  swing  orche 
tra  (Dec.  9;  608  833-1000).  Tl 
Great  Transatlantic  High  S 
ciety  Cruise  on  the  Crown  0 
yssey  revives  the  golden  a; 
of  cruise  ships:  It  will  featu 
a  tea  dance,  a  Great  Gatsl 
night  and  a  Black  &  Whi 
ball  (Aug.  31;  800  22 
4534).  Troy  Seg 


(612  854-1288)  puts  notes,  lyi 
ics,  and  chord  symbols  o 
any  Macintosh  screen.  Th 
$295  program  can  transpos 
music  to  any  key — and  if  yo 
link  an  electronic  instrumer 
to  a  computer,  the  prograi 
transcribes  the  music  not; 
tions  as  you  play. 
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PERSONAL  BUSIh 


No^  Get  386  System  Performance  At  A  286  System  Price. 


It  just  doesn't  make  sense  to  buy 
another  286-biised  personal 
computer 
Not  since  we  created  the  386 "  SX  micro- 
processor Now  you  can  buy  a  386  SX-based 
system  for  the  price  of  a  286-based  system. 
Aiid  invest  in  the  future,  not  in  the  past. 
386  SX  makes  it  easv  to  make  the  move. 


It's  one  hundred  percent  compatible  with  the 
286.  So  all  your  software  moves  with  you.  And 
it's  one  zillion  percent  better  Because  it  runs 
all  the  new  386  software,  too,  which  the  286 
can't.  386  SX.  Ask  for  it  the  very  next  time  you 
buy  a  computer 

386  SX.Now's  the  time 
to  make  the  move. 


intJ 


Need  to  know  more  about  386  SX  computers^  Call  1-800-722-7772  ext  3A02  and  we'll  send  you  an  informative  ovenieiv 


386  isa  iradem^kof  Intel  Corporation  Intel  l^  i  rcgisccrcd  irademark  of  Intel  Corporation    ©  1989  Intel  Curporauon 
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10.  American  Gas  Association 

1 1 .  Audi  of  America 

12.  Automatic  Data 
Processing/ADP 

13.  Butler  Buildings 

14.  Canon  Custom  Series 
T\'pewriters 

15.  Canon  F.AX  630/850 

16.  Canon  XP  Series  Copiers 

17.  CAST 

18.  Centel  Corporation 

19.  Chrysler  New  Yorker  Fifth 
Avenue 

20.  Consolidated  Freightways 


21.  Control  Data 
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Mail 
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60.  Yellow  Freight  Systems,  Inc 
AREA  DEVELOPMENT 

61.  Binswanger  Company 

62.  Con  Edison 

63.  France/Var  cote  D'Azur 
Provence  Industrialization 

64.  Iowa  Department  of 
Economic  Development 

65.  State  of  North  Carolina 
Department  of  Commerce 
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United 

Telecommunications  140 
U.S.  Athletics  46 
USI  For  East  64 
U.S.  Shoe  192 
USX  180,  182 


Valero  Energy  120 
Volvo  68 

w 


Walt  Disney  180 
Wong  52 

Woolworth  (FW.)  46 


Yuen  Foong  Yu  Paper  60 

z 


Zenith  Electronic  202 


1  Exxon 

2 

f^pnpr^l  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  l  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

27 
million 
Americans 
cant  read. 
And  guess 
whoiiays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


tion  for  Literacy 
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KENTUCKY  STRAir.HT  HOUkbuN  WlllskEl 
.Ml  PROOF  Hin.AI-C  VOL  i  DISTIU  EH  ANIi  bOTTLFD  BY 
lAMESB  BFAMniSTIl-LINGCu  CI  EBMONT  HEAM  KY 


nvestment  Figures  of  the  Wee 


MMENTARY 

as  a  wretched  week  in  the 
k  market.  The  Dow  Jones  in- 
trial  average  fell  26  points  on 
.  23  as  traders  fretted  about 
economy.  The  week's  losers 
e  led  by  airline  stocks — nota- 
UAL,  which  announced  late  on 
.  23  that  its  planned  buyout 
collapsed.  On  Oct.  24,  the 
i  plummeted  80  points,  only 
ecover  swiftly.  Program  trad- 
contributed  to  the  volatility, 
nvestors  fled  to  "safety," 
ds  gained  and  small-capital- 
ion  stocks  suffered. 


STOCKS 

Oct.  Apr. 


Oct.      Oct.  19-25 


r 


52-week  change 
+  21.7% 


—  "I^  342  SO 


350  1S0O 


345  1350 


1  -week  change 
+  0.2% 


BONDS 

Oct.       Apr.       Oct.      Oct.  19-25 


340  1200 


335  1050 


330  100 


Shearson  Lehman 
Treasury  Index 


52-week  change 
+  9.2% 


1410  110 


1380  100 


JX 


1  -week  change 

+  1.5% 


THE  DOLLAR 

Oct.       Apr.       Oct.     Oct.  19-25 


■  1350  90 


1290  70 


J.  P.  Morgan 
Index 


52-week  change 
+  4.6% 


1  -week  change 

-0.2% 


lARKET  ANALYSIS 


%  change 


i.  STOCKS 

Latest 

Week 

52-weeli 

V  JONES  INDUSTRIALS 

2653.3 

0.4 

22.5 

COMPANIES  (Russell  1000) 

180.5 

0.1 

21.3 

ML  COMPANIES  (Russell  2000) 

170.2 

-0.4 

14.9 

COMPANIES  (Russell  3000) 

192.9 

0.1 

20.8 

%  change  (local  currency) 
tEiGM  STOCKS  latest  Week  52-weclc 

DON  (FINANCIAL  TIMES  100)        2161.9  -0.4  16.8 

YO  (NIKKEI  INDEX)  36,442.4  3  8  31.9 

ONTO  (TSE  COMPOSIfE)  3906.7  -0.6  13.9 


FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

7.8% 

7.8% 

7.7% 

30-YEAR  TREASURY  BONO  YIELD 

7.9% 

8.1% 

8.9% 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.3% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

13.8 

13.6 

12.4 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 

334.6 

333.1 

Positive 

Stocks  above  26-week  moving  average 

41.5% 

42.6% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.30 

0.40 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.20 

2.32 

Neutral 

IMISTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC, 

IR-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ISURANCE  BROKERS 

16.7 

35.1 

MARSH  &  McLENNAN 

18.1 

38.7 

8IV2 

)FT  DRINKS 

11.3 

54.8 

COCA-COLA 

14.1 

62.4 

71% 

)BACCO 

10.9 

68.6 

PHILIP  MORRIS 

14.5 

82.6 

44  V2 

)MMUNICATIONS  EQUIPMENT 

8.9 

29.2 

GENERAL  INSTRUMENT 

10.6 

62.0 

37% 

3$PITAL  MANAGEMENT 

8.1 

52.1 

COMMUNITY  PSYCHIATRIC  CNTRS. 

11.2 

41.0 

32V4 

IR-WEEK  LAGGARDS 

% 

4-week 

change 

52 -week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

RLINES 

-20.3 

38.6 

UAL 

-38.0 

75.0 

170 

=ALTH  CARE  SERVICES 

-11.3 

13.6 

BEVERLY  ENTERPRISES 

-19.4 

13.6 

61/4 

EEL 

-10.2 

0.7 

BETHLEHEM  STEEL 

-21.1 

-17.2 

16% 

VERSIFIED  MANUFAaURING 

-10.1 

-1.2 

TRINOVA 

-16.2 

-11.2 

23% 

TERMARKET  AUTO  PARTS 

-9.9 

-7.2 

GOODYEAR  TIRE  &  RUBBER 

-15.6 

-12.9 

43% 

UTOAL  rUNDS 


BERS 

week  total  return 


FA  JAPANESE  SMALL  COMPANY  9  5 

BT  INVESTMENT  EMERGING  GROV^H  7  5 

rEADMAN  OCEANOGRAPHIC  TECHNOLOGY  7  4 

(eefc  total  return  % 

LGER  SMALL  CAPITALIZATION  PORTFOLIO  70  3 

kNUS  TWENTY  58.6 

EUWARE  GROUP  TREND  55.0 


LAGGARDS 

Four-week  total  return 


STRATEGIC  GOLD/MINERALS 
NATIONAL  AVIATION  &  TECHNOLOGY 
DFA  UNITED  KINGDOM  SMALL  COMPANY 


52-week  total  return 


 % 

-1 1.9 
-11.1 
-10.5 


STRATEGIC  GOLD/MINERALS  -27.2 
DFA  UNITED  KINGDOM  SMALL  COMPANY  -10.2 
STRATEGIC  SILVER  -8  3 


S&P  500 
4-week  total  retun 


MORNINGSTAR  INC. 


H^IBI  Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


jr  amounts 
ssent  the  present 
e  of  $10,000 
sted  one  year 
In  each  portfolio 

i  :ntages  indicate 
\  Jay  total  returns 


U.  S.  stocks 

+  0.74% 


Treasury  bonds 
$12,153 

+  1.54% 


Foreign  stocks 
$11,610 

+  1.53% 


III! 


Money  market  fund 
$10,727 

+  0.16% 


Gold 
$«,93« 

-0.01  % 


j  ta  on  this  page  are  as  of  market  close  Wednesday,  Oct.  25,  1989,  unless  otherwise  indicated 
I  y  groups  include  S&P  500  companies  only;  performance  and  shore  prices  are  as  of  market  close 


Oct.  24.  Mutual  fund  returns  ore  as  of  Oct.  20.  Relative  portfolic 
detoiled  explanation  of  this  page  is  available  on  request. 


valued  OS  of  Oct.  24  A 
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PENSIOH  FUNDS  AREN'T 
A  PORK  BARREI  

Pension  funds  are  now  the  object  of  a  struggle  for 
control:  Managements,  workers,  and  advocates  of  ev- 
erjthing  from  building  low-income  housing  to  boy- 
cotting South  Africa  want  to  bend  pension  power  to  their 
purposes.  That  includes  Washington,  which  is  readying  an 
array  of  often  conflicting  measures — some  of  which  would 
only  render  pensions  chancier  still. 

Now  that  pension  issues  have  caught  Washington's  eye, 
some  sort  of  legislation  is  almost  inevitable.  Our  solons 
should  resist  treating  the  $2.6  trillion  in  pension  funds  as  a 
pork  barrel  and  instead  protect  the  integrity'  of  the  private 
pension  system.  The  test  they  should  apply  to  even.'  propos- 
al is,  would  it  make  things  better  for  retirees? 

One  bill,  for  instance,  seeks  to  raise  revenue,  reduce  stock 
market  volatility,  and  curb  the  role  of  the  pension  funds  as 
moneybags  for  raiders  by  taxing  the  funds'  short-term  capi- 
tal gains.  In  the  process,  however,  it  would  shortchange 
retirees  by  inhibiting  fund  managers  from  exercising  their 
best  judgment.  Just  as  bad,  it  would  let  a  voracious  Trea- 
sury- Dept.  start  guzzling  from  a  precious  national  resource. 
Pension  funds  are  the  only  significant  pool  of  capital  in  this 
savings-short  society,  and  this  pool  should  be  sacrosanct. 

Another  pending  measure  would  require  companies  to 
share  control  of  their  pension  funds  with  workers.  Not  an 
unappealing  idea,  but  it  has  been  tried  with  Teamsters 
funds,  with  far  from  salubrious  results.  Unless  it  can  be 
shown  that  joint  decision-making  enhances  pension  fund  per- 
formance, Congress  should  pass  on  this  one. 

Fortunately,  some  of  the  measures  emerging  in  Washing- 
ton would  make  things  better.  That's  particularly  true  when 
the  focus  is  on  guarding  pension  surpluses — which  may  be 
ephemeral,  anway.  Too  often,  they  are  drained  off  into 
corporate  coffers,  either  by  raiders  or  by  managements  that 
squander  them  on  stock  buybacks  and  other  dubious  de- 
fenses. The  only  question  here  should  be  whether  to  further 
constrain  such  "reversions"  or  ban  them  outright.  So  what 
could  be  done  with  surpluses?  Easy.  Let  companies  use 
them  to  help  meet  retiree  medical-care  costs,  easing  the 
anxiety  all  around.  Or  save  them  for  the  rainy  day  when  the 
stock  market  isn't  so  beneficent.  And,  in  this  era  of  frequent 
job  changes — voluntan,-  or  otherwise — make  pension  money 
more  portable,  as  yet  another  bill  would  do. 


A  $600  MILLION  LESSON 
FROM  THE  HAL  PEAL 

The  poor  arbs.  They  just  took  their  worst  bath  in  over  a 
decade — as  much  as  S600  million — and  are  howling  for 
the  scalps  of  UAL  Chief  Executive  Stephen  M.  Wolf 
and  Citicoi-p  Chairman  John  S.  Keed  for  botching  the  $6.8 
billion  deal.  We're  not  wasting  ir  sympathy.  This  time, 
guys,  you  shot  yourselves  in  your  wn  wallets. 


If  anyone  should  have  sensed  that  the  past  few  weel 
have  marked  high  noon  for  leverage,  it  is  the  arbitrageui 
who  have  been  key  players  in  the  game  since  the  sun  can 
up.  The  U.A.L  deal  violated  even,'  precept  of  a  successf 
leveraged  buyout,  which  is  best  suited  for  noncyclical  bus 
nesses  with  steady  cash  flows  and  little  competition.  Instea 
UAL  is  in  a  cyclical  business,  subject  to  fierce  bouts  i 
competitive  price-cutting,  and  is  highly  capital-intensive  wi 
strong  labor  unions. 

For  management,  the  big  incentive  in  the  traditional  IJ 
was  the  chance  to  earn  big  bucks  on  its  equity  stake  if  tl 
LBO  succeeded.  In  this  deal,  management  was  going  to  mal 
its  money  by  doing  the  deal,  not  by  running  the  busine 
profitably:  UAL  management  was  to  rake  in  $240  million  ( 
the  signing,  yet  only  put  $15  million  into  the  LBO.  Anoth 
warning  signal  should  have  been  that  there  was  very  liti 
fat  to  squeeze  out  of  UAL  to  meet  debt  payments.  Uai 
management  had  already  slimmed  the  company  down  a: 
focused  it  clearly  on  the  airline  business.  There  are  fe 
assets  left  to  sell. 

But  the  arbs  can  console  themselves.  Their  self-inflict 
wounds  are  in  the  public  interest.  Unrealistic  leverage  is  f 
less  likely  to  find  financing  in  the  future. 


WHY  TAIWAN 
DESERVES  A  HAND 


merican  and  foreign  companies  should  not  get 
caught  up  in  their  pursuit  of  China's  mythical 
I  billion-strong  market  that  they  overlook  boomi 


Taiwan,  which  is  rich  and  growing  richer  (page  60).  T^ 
years  ago,  we  and  others  were  predicting  the  island  acrti 
the  straits  from  the  People's  Republic  would  choke  on 
own  wealth,  that  double-digit  inflation  would  rage,  and  til 
Taiwan  would  lose  its  competitive  edge.  That  hasn't  hj 
pened.  Instead  the  nation  is  maturing  as  an  economy,  : 
porting  more,  spending  some  of  its  riches  on  its  citize 
even  spawning  technological  innovators. 

The  reforming  Kuomintang  partj'  also  deserves  so 
credit.  When  Chiang  Kai-shek's  son,  Chiang  Ching-kuo,  d 
in  January,  1988,  a  lot  of  people  expected  instability  o: 
bitter  power  struggle.  There  was  neither.  Instead,  a  younj 
generation  made  a  smooth  transfer  to  power.  Chiang's  s 
cessor,  Lee  Teng-hui,  is  a  consensus-builder,  not  a  stro 
man.  He  is  not  yet  widely  known  outside  Asia,  but  he  1 
done  a  remarkable  job  so  far.  Still,  the  government  need? 
act  decisively  to  clean  up  pollution  and  congestion,  and  c 
trol  chaotic  growth  at  home.  This  has  become  harder  r 
that  the  kmt  is  no  longer  leading  an  unchallengeable, 
thoritarian  government.  But  the  new  government  should 
become  paralyzed  by  competing  demands. 

While  the  U.  S.  government  can't  recognize  Taiwan 
long  as  it  means  risking  relations  with  Beijing,  Washing 
should  applaud  the  nation's  progress  in  experimenting  v 
democracy.  If  the  U.  S.  wants  Taiwan  to  have  a  hig 
profile  in  the  world  and  act  like  the  world  economic  powe 
is — the  13th-largest  in  trading  volume — it  should  help  e 
Taiwan's  entry  into  the  world  community. 


214  BUSINESS  WEEK/NOVEMBERS,  1989 


credibly  American. 


American  business  demands  quality.  At  Credit  Suisse  USA, 
it  is  an  intrinsic  characteristic  of  our  Swiss  heritage.  One  enhanced 

by  our  AAA  strength. 

If  nothing  less  than  the  best  is  your  criteria  for  service, 
talk  to  Credit  Suisse  USA. 


Credit  Suisse  USA  does  more  to  keep  you  at  the  top, 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  ■  Houston  •  Los  Angeles  ■  Miami  •  New  York  •  San  Francisco 
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How 
;Vlotorola 
Does  It 


811  T6d3S       09TTT8S0T  Z090 


CEO 


George  Fisher 


At  last  count,  McDonald  s  was  operating  nearly 
11,000  restaurants  around  the  globe  and  had 
sold  over  70  billion  hamburgers.  They  open  a 
new  restaurant  every  15  hours,  but  their 
commitment  to  the  company's  standards— 
quality,  service,  cleanliness,  and  value— hasn't 
changed  in  35  years.  They  expect  the  same 
kind  of  commitment  from  their  suppliers— 
whether  they're  supplying  beef,  potatoes,  or 
office  furniture. 

Four  years  ago,  Bonnie  Kos,  McDonald's  VP 
of  Facilities  and  Systems,  began  searching  for 
the  ideal  furniture  system  to  put  in  their  new 
^100,000-square-foot  home  office.  Bonnie 

her  task  force  researched  dozens 
of  manufacturers.  They  were 
looking  for  a  20-year  relation- 
ship, not  a  one-time  deal. 
A  key  issue  was  flexibility  Could 
a  manufacturer  grow  with 
McDonald's?  Could  they  turn  on 
a  dime?  That  narrowed  the  field 


considerably. 

Stow  &  Davis' 
Elective  Elements" 
made  the  short 
list,  but  winning 


The  MLl)i<nulil  \  luL  ililv  muiuivi  nu  iil  team  I  kit  In  ni;hll 
B,,n,tif  K<:y  Danne  Marshall.  J,,hn  Reiiwn 


out  was  another  story. 

McDonald's  pushed  the  two  finalists  to  the 
wall.  They  assessed  capacity  finishing,  shipping, 
services,  accessibility,  and  price. 

Then,  Bonnie  decided  to  take  apart  and 
reassemble  their  panels  herself.  She  found  that 
the  Elective  Elements  panel  had  fewer  parts 
and  was  a  lot  easier  to  put  together. 

When  Bonnie  took  her  final  decision  to 
management,  she  described  Elective  Elements 
as  "not  just  a  workhorse— a  great-looking 
workhorse." 

"Beauty  is  more  than  skin  deep''  Bonnie  says. 
"Elective  Elements  totally  won  us  over,  from 
the  steel  guts  of  the  panel  to  the  warmth  of  the 
wood  finish.  In  my  opinion,  it  will  pay  for 
itself  again  and  again  and  again." 


For  more  intormaliim.  call  l;SIIII-_rV-'W>  'I'l 


Stow&Davis 


A  DivLUon  of  Sieelcme  Inc. 

The  Office  Environment  Company 


Here's  all  you  need  to  know  about 

laser  printers. 


It's  really  quite  simple.  Just  look  for  this  symbol  on  printers  that  include  PostScript  'software 
from  Adobe  Systems;  it's  your  guarantee  of  quality  and  compatibility.  And  call  1  -800-952-6300 
(Dept.  1 72)  for  a  complete  listing  of  PostScript  laser  printers,  typesetters  and  other  computer 
equipment.  Then  you'll  really  know  it  all. 


PostScnpt  and  the  PostScnpl  logo  ate  registered  trademarks  ol  Adobe  Systems  Incorporated  in  the  U  S  A  'C'1989  Adobe  Systems  Incorporated  All  rights  reserved 
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RINGING  IN  THE  RAIN:  A  CELLULAR  TELEPHONE  GETS  DOUSED  DURING  A  WATERPROOFING  TEST  IN  A  MOTOROLA  LABORATORY 


Cover  Story 

108  A  RIVAL  JAPAN  RESPECTS 

Motorola  is  waging  a  no-holds-barred 
battle  in  a  half-dozen  world  markets, 
from  semiconductors  to  cellular 
phones.  And  it's  racking  up 
impressive  wins.  How?  By  stressing 
R&D,  quality,  and  zealous  service 

111  COMMENTARY 

U.  S.  business  needs  backup  in  Japan 

118  MOTOROLA  HAS  PASSION 

That's  what  Canon  executives  say 

1 2 1   CHIP-SHAPE  IN  PHOENIX 

Motorola's  ace  semiconductor  unit 


Top  of  the  News 

40  GETTING  BEHIND  GORBY 

Pressured  by  the  changes  sweeping 
Eastern  Europe,  Bush  abruptly 
changes  his  foreign  policy  course 
43  ONE  BIG  EUROPE  IS  NO  DREAM 

A  two-tiered  market — with  the  EC  at 
the  core  and  the  East  on  the 
periphery — isn't  all  that  farfetched 


46  SOVIET  T-BONDS? 

They're  on  Moscow's  agenda  for 
financial  reform,  along  with  a 
revalued  ruble  and  free  prices 

48  JOUSTING  FOR  JAGUAR 

Snaring  the  British  sports-car  maker 
could  drain  billions  from  Ford  or  GM 

49  BRANIFF'STAILSPIN 

Faulty  financing,  bad  timing,  and 
rotten  luck  landed  it  in  Chapter  11 

50  MALAISE  AT  THE  AMA 

Possible  financial  shenanigans  by 
a  top  officer  could  hurt  the  lobby 

51  BACK  TO  THE  BLOCKBUSTERS 

Universal  has  several  new  hits — and 
Back  to  the  Future  II  is  on  the  way 

51  HO-HO-HUM 

Holiday  flicks  look  mostly  dreary 

52  HOT  NEWS  AT  UPl 

The  troubled  wire  service  is  out  to 
snare  new  clients — and  save  itself 

55  IN  BUSINESS  THIS  WEEK 

Georgia-Pacific,  dirty  campaigns, 
LTV,  Eastern's  pilots,  Hell's  Angels, 
lowball  bidding,  Campbell's  CEO 


Government 

59  WASHINGTON  OUTLOOK 

The  bell  tolls  for  airline  deregulation 
Is  Danny  Wall  on  the  way  out? 

International 

63  MEXICO 

A  few  giants  are  marching  north  to 
buy  U.  S.  companies,  in  hopes  of 
becoming  world-class  players 

67  BRITAIN 

Rumblings  in  the  Conservative  Party 
may  mean  that  the  Iron  Lady  has 
lost  her  golden  touch 

70  INTERNATIONAL  OUTLOOK 

Japanese  voters  may  again  settle  for 
the  Liberal  Democratic  Party,  warts 
and  all 

The  Corporation 

74  JORDACHE'S  GUESS  MESS 

The  six-year-long  feud  between  the 
two  designer  jeans  makers  hasn't 
faded  in  intensity 
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Bob  and  I  were  having  lunch  the 
other  day.  and  we  started  comparing 
brokerage  accoioits.  As  it  tio-ns  out. 
I  have  a  much  better  deal.  I  have 
Schwab  One? 


Bob  pays  $65  for  a  brokerage 
account  with  checking.  I  pay  zip." 


-  a  ■'ca';'  cement 

■  commission 
.-  :  ■  ■ .  -  :    - -  eds  money, 
can  wTite  a  check. 
-      ■  '      ■  I  don't  pay  for  the 

-  ;       -  a  Schwab  One 
■Kerage  acc(j'.;:  " 

[  the  bells  and  whistles. 

\"ith  Schwab  On^-  I  ''a!'  :!-'\-f\?t 
stocks,  options.  :    '  ~. 
ids— just  about  a:.:  ":  -  ~ 
jame  as  Bob. 

can  write  checks.  I  can  earn 
ome  on  am"  bp^-v.-ppn- invest - 
nt  cash  in  r.  .rit.  and  I 

I  borrow  aga.;..-'  ponfolio. 
ain.  just  Uke  Bob.  So  what's 
difference'!' 

annual  fee. 

opening  balance, 
mmission  discounts. 

r.'-r-'s     annual  fee.  While 


Compare 
Schwab  One  to 
Similar  .-Accounts 

S<:h\\ub 

Merrill  L\-nch 

S65 

S20.00O 

x> 

\ 

,\ 

Shearson  Lehman 

SlOO 

S  10.000 

No 

Xo 

rkisevi  (in  a  ?ur.w.  oriiKriicied  b:  S<  h'.vab  i 


he  switches  to 
Sch\\"ab  One. 
ne'll  save  S65. 
-•\nd  he'll  save 
e\'en  more  with 
Schwab's  low 
commissions. 

Bob  owes 
me  one. 

For  free  Schwab 
One  information 
without  sales 


Bob  pays  S65.  I  pay  zip.  And  it 
onl\-  takes  S5.000  to  open  Schwab 
One.  That's  cash,  stocks,  or  any 

combinarion. 

The  bottom  line? 

Schwab  One's  a 
better  deal.  And 
Bob  agrees.  When 


pressure  visit  Schwab  today 
or  call: 

1-800-572-4500 


Charles  Schwab 

We  give  you  more  ways  to  succeed. 


WITCH-HUNT? 

PROGRAM  TRADING  HAD  ONLY  A 
MINOR  ROLE  IN  THE  MINICRASH,  YET 
IT'S  UNDER  SIEGE.  MEANWHILE,  A 
WORSE  PRACTICE  GOES  UNCHECKED 


74  JEANS  WARFARE: 

GUESS'S  MARCIANO  BROTHERS  HAVE 
BEEN  LOSING  PR  BATTLES  TO 
JORDACHE'S  NAKASHES,  BUT  THE 
MARCIANOS  MAY  WIN  THE  WAR 


TUMBLING  BARRIERS: 
WHEN  BUSH  AND  GORBACHEV  MEET 
NEXT  MONTH,  THEIR  PRIMARY  TOPIC 
WILL  BE  SOFTENING  THE  DIVISION 
SYMBOLIZED  BY  THE  BERLIN  WALL 


Marketing 

3  FED-UP  FRANCHISEES 

A  revolt  against  Arby's  owner 
Victor  Posner  is  just  part 
of  a  spreading  discontent 

Entertainment 

8  NETWORKS  GROW  THEIR  OWN 

With  costs  rising  and  antitrust  laws 

expiring,  they're  eager  to 

produce  more  programming  in-house 

Information  Processing 

>9  COMPAQ  STEPS  ON  THE  GAS 

Its  new  super-PC  will  provide  a 
breakthrough  into  the  fast-growing 
network  market — for  now 

12  RIVALS  LOVE  dBASE  IV 

The  program's  glitches  create  a  huge 
opening  in  the  PC  data-base  market 

Economic  Analysis 

10  ECONOMIC  VIEWPOINT 

Roberts:  Trade  deficits?  No  sweat 

14  ECONOMIC  TRENDS 

Second  thoughts  on  benefits,  a  grain 
of  salt  on  GNP,  signs  of  a  slowdown 

17  BUSINESS  OUTLOOK 

Despite  the  good  news  on  growth, 
red  flags  are  going  up  as  factories 
slow  down 

»4  THE  QUIET  CREDIT  SQUEEZE 

Private  lenders,  not  the  Fed,  are 
clamping  down — and  the  ripple 
effects  may  bring  recession 


Finance 

122  BOYCOTT  BANDWAGON 

Wall  Street's  biggest  brokerages  are 
out  to  nix  program  trading 

124  A  PIECE  OF  THE  ROCK 

Mitsubishi  bets  on  a  New  York  jewel 

126  MUTUALS  IN  WONDERLAND 

Investors  are  having  a  good  year, 
but  fund  management  is  in  upheaval 

128  INSIDE  WALL  STREET 

Eagle-Picher:  Stronger  than  it  looks 
A  new  Berkshire  Hathaway? 
This  Zayre  spinoff  may  spin  gold 

1 85   INVESTMENT  FIGURES  OF  THE  WEEK 


138   PROFITS  TAKE  A  PLUNGE: 

THIRD-QUARTER  REVENUES  GREW  9%, 
BUT  SOME  POWERFUL  FORCES— LABOR 
COSTS,  FOREIGN  PRODUCERS,  AND 
PRICE  WARS— SQUEEZED  RETURNS 


Legal  Affairs 

132  TINSELTOWN'S  TOP  GUN 

Why  dealniakers  are  turning  to 
lawyer  Terry  Christensen 

Science  &  Technology 

1 36  DEVELOPMENTS  TO  WATCH 

Eye  sunscreen,  the  Baldrige  award, 
superconductor  plans,  cleaner  rocket 
fuels,  cancer-fighting  strawberries 

Corporate  Scoreboard 

138  A  ROUGH  RIDE  FOR  PROFITS 

Corporate  earnings  sank  22%  in  the 
third  quarter — and  margins  will 
keep  shrinking  as  the  economy  slows 

Personal  Business 

1 78  AUTOS:  The  cream  of  the  new  crop 
FOOD:  Better  buys  in  caviar 
SMART  MONEY:  Using  'tax  swaps' 
TRAVEL:  A  luscious  Orient  Express 
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Index  arbitrage  is  not  the  problem 
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PRODUCTION 

Change  from  lost  week:  -0.1% 
Chonge  from  last  year:  1.7*: 

185   


LEADING 

Change  from  lost  week:  0.1% 
Change  from  lost  year:  8.6% 
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The  production  index  was  down  slightly  for  the  week  ended  Oct.  21.  On  a 
secsonoily  odjusted  bosis,  output  of  trucks  and  outos  increosed  sharply,  ond  electric 
power  and  paperboard  production  also  rose.  But  these  gains  were  offset  by 
declining  coal,  rail-freight  traffic,  crude-oil  refining,  steel,  paper,  and  lumber  output. 
Before  calculation  of  the  four-week  moving  average,  the  index  dropped  to  176.6, 
from  177.2  in  the  week  ended  Oct.  14. 

BW  production  index  copynghT  1989  by  McGraw-Hil!  r; 


The  lecidinq  index  edged  up  a  notch  for  the  week  ended  Oct.  21.  A  lorge  fall  in 
stock  prices — reflecTing  the  Oct.  13  stock  market  drop — offset  positive  signs  from 
lower  bond  yields  and  foster  growth  rates  in  materials  prices,  real  estate  loans,  and 
M2.  The  number  of  business  failures  rose  for  the  week.  Prior  to  calculation  of  the 
four-week  moving  overage,  the  index  moved  slightly  higher  to  221.5,  from  221.2  in 
the  week  before. 

needing  index  copyright  1989  by  Center  for  International  Business  Cyde  Research 


Lotest 
week 

Week    %  ClMn9e 
090     yeor  090 

Latest 
week 

Week 
090 

Chan- 
Year  0 

STEEL  (10/28)  thous.  of  net  tons 

1,754 

1,816  = 

-6.4 

STOCK  PRICES  (10/27)  S&P500 

340.80 

344.01 

21 

AUTOS  110/28)  units 

146,971 

143,497r  = 

-9.5 

CORPORATE  BOND  YIELD,  Aao  -0/27) 

8.85°: 

8.88  = 

-6 

TRUCKS  (10/28)  units 

70,450 

69,l40r  = 

-20.1 

INDUSTRIAL  MATERIALS  PRICES  10/ 27) 

107.0 

108.0 

9 

ELECTRIC  POWER  nO/28)  millions  of  kilowatt-hours 

49,313 

50,781  = 

0.4 

BUSINESS  FAILURES  201 

241 

208 

-6 

CRUDE-OIL  REFINING  (10/28)  ttious.  of  bbl./day 

13,270 

13,156  = 

2.9 

REAL  ESTATE  LOANS  ;  1 0/ 1 8)  billions 

S344.9 

S343.8 

14 

COAL  (10/21)  thous.  of  net  tons 

19,322  = 

20,430 

-1.7 

MONEY  SUPPLY,  M2  (10/I6)  billions 

S3, 175.5 

$3,164.6r 

4 

PAPERBOARD  (10/21)  thous.  of  tons 

728.7  = 

715.9r 

1.6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/14)  thous. 

332 

396 

22 

PAPER  (10/21)  thous.  of  tons 

748.0  = 

755.0r 

1.8 

Sources:  Sronaarc  &  Poor  s.  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Latxjr  Dept.  CIBCR  seaso 
ally  adjusts  dato  on  business  failures  ond  real  estate  loans. 

LUMBER  (10/21)  millions  of  ft. 

535.0  = 

537.7 

3.2 

RAIL  FREIGHT  110/21)  billions  of  ton-miles 

19.7  = 

20.2 

-1.5 

Sources:  A  —  erican  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edi 

>on  Electric  Inst.,  Amer- 
SFPA-,  Association  of 

1  MONTHLY  KONOMIC  INDICATORS 

icon  retroieum  insi.,  energy  uepi.,  American  raper  insi 
American  Railroads. 

Latest 

Moatk 

PERSONAL  INCOME  iSept.l  annual  rate,  billions     $4,469.2  S4,456.4r 


Latest 
week 

Week 
090 

Year 
B90 

JAPANESE  YEN  ' 

143 

141 

124 

GERMAN  MARK  ' 

:.84 

1.84 

1.78 

BRITISH  POUND  ^ 

•.58 

1.61 

1.78 

FRENCH  FRANC  1 

6.23 

6.24 

6.08 

CANADIAN  DOLLAR 

1.17 

1.17 

1.22 

SWISS  FRANC  11  1 

1.61 

1.61 

1.49 

MEXICAN  PESO  in /i)= 

2,627 

2,607 

2,300 

Sources:  v,3|or  New  York  banks.  Currencies  expressed  m  units  per 
British  pound  expressed  in  dollars. 

U.  S.  dollar. 

except  for 

Latest 
week 

Week 
090 

Cln*9e 
year  090 

GOLD  "      ■   S/troy  oz. 

373.050 

368.650 

-9.6 

STEEL  SCRAP  :  1 0/3 1)  =  1  heavy,  S/ton 

98.00 

104.00 

-21.6 

FOODSTUFFS  (10/30)  index,  1967=  100 

214.4 

215.6 

-6.9 

COPPER  ic/28)c/lb. 

•22.1 

134.2 

-15.8 

ALUMINUM  (10/28)  c/lb. 

79.5 

3\3 

-26.4 

WHEAT  (10/28)  =  2  hard,  S/bu. 

4.29 

4.33 

5.9 

COTTON  ( 1 0/28)  strict  low  middling  1-1/16 

n.,  c/lb.  68.99 

68.87 

28.6 

Sources:  London  Wed.  final  setting,  Chicago 
^  eek,  Kansos  Gty  mkt.,  Memphis  mkt. 

mkt.,  Commodity  Research  Bureau,  Metals 

CONSUMER  SPENDING  Sept.i  billions 


S3,526.3  S3,517.6 


1 2  LEADING  INDICATORS  COMPOSITE  (Sept.)  index   1 45.0 


I44.7r 


NEW  HOME  SALES  Sept.)  annual  rate,  thous. 


618 


'19 


Sources: 


CEcnrniEnsn: 


Latest 
week 

Week 
090 

MONEY  SUPPLY,  Ml  "O  -6 

S789.0 

S789.6r 

0. 

BANKS' BUSINESS  LOANS  IC  S 

318.7 

319.1r 

6. 

FREE  RESERVES  •:  is 

301  r 

50r 

-33. 

NONFINANCIAL  COMMERCIAL  PAPER  I'C  I61 

129.6 

129.4 

34. 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 

0  *v^o-week  period  In  millions'. 

free  reserves. 

v/hich  ore 

expressed  f 

MONEY  MARKET  RATES 

latest 
week 

Week 

Year 
•90 

FEDERAL  FUNDS  (10/31) 

8.89% 

8.72  = 

0      8.36  = 

PRIME  (1 1/1: 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  10  31) 

8.48 

8.43 

8.30 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (1  i/l) 

8.03 

8.07 

8.40 

EURODOLLAR  3-MONTH  (10/25) 

8.58 

8.51 

8.56 

Sources:  federal  Reserve  Boord,  First  Boston 


-  ^aw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estinrtoted  and  not  listedl  include  machinery  and  defense  equipmer 

—  ■v'estem  Wood  Products  Assn.         2=  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r=  revised         NM  =  Not  meoningfut 
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1 


and  out  of  cash, 
we  11  be  there  for  y© 

■  thousands  of  empb^SJS        Jl  nv^A^'  '"'T'xf '  '^^  hund,«is  f^^^HigM 

HNBRS  CLUB, AVH/LYUvP  CARli  Qp  BUSLNF^X^ 


•  Mitsui  was  the  first  Japanese  bank  to  tailor  its  international  organization  to 


correspond  precisely  with  the  realities  of  today's  international  markets. 

•  Mitsui  decision-making  is  done  at  local  level,  with  ultimate  authority  placed 
firmly  in  regional  headquarters. 

•  Mitsui  can  therefore  assure  customers  of  the 


fastest  reaction  to  opportunity. 
•  For  the  full  range  of  services  in  international 
banking,  securities  business,  merchant  banking 
and  consulting,  contact  Mitsui  -  first  and  fast. 

FINANCE 

FIRST  & 


Mitsui  is  best  organized  to  respond  fastest  to  customer  demands  in 
the  era  of  global  business  and  finance.  


^  MITSUI  BANK 

America  Di%ision  Headquarters: 

277  Park  Asenue.  Nev.  York.  N.Y.  I0I72-012I.  U.S.A. 

Tel:(212)644-313I 

Tele.x;  \VL  125435.  RCA  232962.  ITT  420637 
Los  .Angeles  Agency : 

5 1 5  South  Figueroa  Street  Suite  400.  Los  Angeles, 
CA 90071.  U.S.A. 
Tel:  (2 13)  680-2900 
Tele.x;  67-7 185 

San  Francisco,  Representative  Office: 

301  California  Street.  San  Francisco.  CA  94104.  U.S.A. 
Tel:  (4 15)  765-0800 
Tele.x:  WU  34331 

Mitsui  Manufacturers  Bank.  Head  Office: 

5 1 5  South  Figueroa  Street.  Los  Angeles.  CA  9007 1 ,  U.S.A. 

Tel;(2l3)489-620O 

Telex:  WU  67-3494 

Head  Office: 

1-2.  Vurakucho  l<home.Chiyoda-ku.  Tokyo  100 
Tel:)03)501-llll 

Telex:  J22378.  J22559.  J22643,  J22644.  NTT  222-3030 


68-CA 


IF  SAN  DIEGQ  CALIFORNIA 
IS  YOUR  MARKER 
WEEDQ  KENTUCKY  IS 
NONE  OF  YOUR  BUSINESS. 


hy  waste  your  money  on  a 
nationwide  900  service,  when  Pacific 
Bell  California  900  gives  you  28 
million  reasons  to  stay  home? 

California  900  is  the  first  and  only 
pay-per-call  900  service  completely 
dedicated  to  the  28  million  con- 
sumers in  the  California  market.  So 
instead  of  blowing  your  budget  on 
Weedo,  Watseka  and  Wenatchee 
—  you  pay  less,  and  get  more. 

A  New  Line  on  Customer 
Service  and  Promotions.  You 

can  turn  out-of-pocket  expenses, 
like  customer  service  lines,  into 
in-the-bank  profits,  with  900  lines. 


You  can  have  promotions  that  pay 
for  themselves  up  front,  instead  of 
down  the  road.  Or,  your  company 
can  discover  a  whole  new  way  to 
make  money.  Even  individual 
entrepreneurs  with  limited  budgets 
are  finding  California  900  to  be  a 
gold  mine. 

With  the  demand  for  informa- 
tion already  at  an  all-time  high,  900 

CALIFORNLA900 

28  million 
reasons 

to  stay  home. 


services  are  expected  to  grow  more 
than  400%  by  1992. That  gives  you 
the  fastest  growing  product  in  the 
information  industry  combined 
with  one  of  the  fastest  growing  states. 
And  that  means  profits.  Fast. 

It's  Time  To  Pick  Up  The  Phone. 

Don't  waste  your  money  on  a  service 
that  winds  up  in  Weedo,  when 
California  900  can  deliver  the  land 
of  opportunity.  Contact  your  Pacific 
Bell  Account  Executive,  or  call  today 
In  CaHfornia: 
811-1900,  Ext.  153. 
Outside  California: 
1(800)  344-1341,  Ext.  153. 


A  PACIFIC  TEIESIS  COMPANY  1 1 1  Ittm 


•f)  m'i  Pacific  Bell 

30-CA 


pacificQbell. 

Information  Services 


Whenit^stimi 


report  expenses,  w6 
pull  it  dil  togedier  for  you* 

"Any  charge  card  statement  can  do  a  good  job  of  telling  you  how  much       '  ^^m^^^^^^HH^ 
'ou  charged.  But  many  of  the  business  travelers  I've  talked  to  felt  their  statements  I^R^^^^npSHM| 
lidht  tell  the  whole  story  Thats  why  we  designed  a  simple,  yet  descriptive,  billing  v  o 
.tatement  for  Diners  Club.  It  tells  you  which  cities  you  flew  to,  not  just  the  name     ;  Kgj^^^^^^^^^H  n 
)f  the  airline.  And  the  place  you  made  a  charge,  not  some  central  billing  bcation.  ^  ^^^^^^^^^^^^B  i 
think  its  something  you  11  really  appreciate  the  next  time  you  fill  out  your  ll|M|jM 
expense  report"  ^^^^BIMIM^^^^^^^^^B^ 
Cleai;  descriptive  billing  statements.  No  one  takes  care  of  the  frequent  r'^--^-'-^--'^'^'--.'-^^-- '' 

Dusiness  traveler  like  Diners  Club. 

DINERS  CLUB- \VH  T/vKF  CARE  OE  BUSLNESS: 

©  1989,  Citicorp  Diners  Club  Inc. 


Japanese  PeriectionP 


In  Japan,  there  is  an  appreciation 
ir  subdued  elegance.  It  is  a  taste  for  the 
nderstated.  An  inner  calmness.  A  quiet 
jrfection  that  never  calls  attention  to 
self — Wabi. 

And  it's  apparent  on  every  ANA  flight. 

In  the  way  we  maintain  our  fleet.  One 
F  the  newest,  most  modem  in  the  world. 

In  the  imaginative  way  we  plan  our 
leals.  The  finest  of  both  Eastern  and 
/estem  cuisines. 

And  in  the  way  we  train  our  flight 
tendants  to  be  unobtrusive,  attentive, 
)  perfectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.Cs  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


SPECIAL  PACIFIC  BONUS  OFFER 

When  you  fly  First  or  Business  Class  on  ANA  from  Los  Angeles  to  Tokyo 

on  any  Monday  or  Tuesday  between  11-1-89  and  1-31-90, 
you  earn  a  valuable  gift  from  ANA.  For  more  details  see  your  travel  agent, 
corporate  travel  arranger  or  call  ANA. 


6F-CA 


ai\ia£ 

All  Nippon  Airways  , 
Japanis  best  to  the  workf 
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SAFE  STEERING  THROUGH 

THE  GROCERY  AISLES  

You  did  a  thorough  job  of  examining 
the  food  industry's  irresponsible 
marketing  of  "health"  foods,  often 
based  on  inadequate  or  dubious  re- 
search. While  the  usual  fraudulent  pack- 
aging is  deplorable,  claiming  to  prevent 
cancer  to  sell  a  product  must  represent  a 
new  low  point  in  consumer  marketing. 

Your  report  went  beyond  the  purely 
financial  aspects  that  one  would  expect 
to  be  reported  in  a  business  magazine, 
and  for  that  consumers  should  be  most 
appreciative. 

Hank  Simpson 
San  Antonio 

The  consumer's  best  interests  have  lit- 
tle or  nothing  to  do  with  food-prod- 
uct sales.  The  food  companies  are  not 
educating  us,  they  are  selling  us. 

It  seems  that  the  difference  between 
best  interests  and  what  sells  is  equiva- 
lent to  the  difference  between  profit  and 
nonprofit. 

Deborah  Horton 
Birmingham,  Mich. 

As  a  dietitian  and  health  educator  in 
an  HMO,  I  encounter  people  who 
are  concerned,  perplexed,  and  frustrated 
in  their  attempts  to  manage  their  diet  to 
reduce  the  risk  of  disease.  A  little  knowl- 
edge, a  lot  of  claims,  and  myriad  prod- 
ucts from  which  to  choose  make  it  very 
difficult  to  steer  a  healthy  course 
through  the  grocery  aisles. 

Let  me  offer  two  rules  of  thumb  for 
supermarket  survival:  Eat  plenty  of  pro- 
duce and  choose  products  with  the  short- 
est list  of  ingredients. 

Jan  Gianoulakis 
Group  Health  Plan 
St.  Louis 

TAXES  STILL  TAKE  A  BIG  BITE 

OUT  OF  THE  LITTLE  GUY  

Regarding  "Why  Bush's  trickle-up 
theory  is  sailing  through  Congress" 
(Washington  Outlook,  Oct.  16):  In  the 
first  place,  the  wealthy  don't  have  to 
liquidate  their  investments  and  so  can 
ignore  the  capital-gains  tax.  They  merely 


retain  or  reshuffle  their  holdings  indefi- 
nitely and  let  their  cost  basis  get  up- 
scaled  through  estate  proceedings. 

Second,  the  rich  represent  a  small  per- 
centage of  the  taxpayers  reporting  capi- 
tal gains. 

And  third,  as  a  retired  small-business- 
man, I  don't  have  a  cushy  retirement 
plan  from  government  or  big  business. 
My  retirement  income  depends  on  after- 
tax savings.  When  it  becomes  necessary 
to  restructure  my  investments  because 
of  declining  quality  of  a  particular  hold- 
ing or  because  of  an  LBO,  I  find  up  to 
one-half  of  my  principal  preempted  by 
federal  and  state  taxes.  And  don't  tell 
me  that  the  tax  merely  reduces  the  in- 
crease in  principal.  No  businessman's  in- 
vestment has,  over  the  past  20  years, 
been  able  to  match  the  inflation  that  has 
been  the  chief  factor  in  the  "capital 
gain"  on  which  we  get  taxed. 

Wesley  R.  Jones 
Tarzana,  Calif. 

DON'T  BLAME  THE  SAVINGS  LEVEL 
ON  SENIORS 

In  reference  to  "Who's  to  blame  for 
the  savings  drought?  Maybe  old 
folks"  (Economic  Trends,  Oct.  2),  the 
fact  that  this  137"  of  the  population, 
most  of  whom  no  longer  have  earned 
income,  receives  537"  of  interest  income 
is  evidence  that  the  population  segment 
under  65  is  not  maintaining  a  high  level 
of  saving.  Continued  saving  by  the  over- 
65  group  is  motivated  by  a  lifelong  habit 
of  saving  and  by  their  concern  with  the 
inflationary  erosion  of  their  relatively 
fixed  incomes. 

Laurence  N.  Streff 
Pittsburgh 

A  SECOND  OPINION 

ON  CANADIAN  HEALTH  CARE  

The  criticism  of  Canada's  health  care 
system  in  your  Readers  Report  is  a 
bit  extreme  ("Canadian  health  care  isn't 
exactly  in  the  pink,"  Oct.  2).  Current 
problems  such  as  delayed  elective  sur- 
gery and  bed  shortages  exist,  but  they 
are  being  slowly  resolved. 

On  the  other  side,  Canada  doesn't 
have  some  37  million  citizens  without 
medicare.  Coverage  is  still  universal;  no- 
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oday,  a  bank  should  keep  right  on  developing 
new  solutions  for  old  problems. 


Some  problems  are  as  old  as  business  itself. 

Year  in,  year  out,  you  have  to  invest  corporate  assets,  struc- 
ture corporate  debt,  manage  corporate  cash. 

Last  year's  solutions  may  not  be  best  today. 

Creating  better  ones  is  a  constant  pursuit  at  Bankers  Trust. 

We  have  at  our  command  a  wide  array  of  sophisticated 
financial  techniques.  Presence  and  proficiency  in  all  the  world's 
markets.  And  the  ability,  through  skilled  and  imaginative  people, 
to  focus  all  these  resources  on  a  problem. 

The  result  may  often  be  a  brand-new  solution.  A  merchant 
banking  solution.  One  which  fits  not  only  the  problem  at  hand, 
but  also  your  overall  strategic  objectives. 

Today,  an  increasing  number  of  corporations  are  relying  on 
merchant  banking  for  what  it  provides  best:  innovation  not  for 
innovation's  sake,  but  for  the  client's  sake. 

QBankersTrust  Company 

Because  today  isn't  yesterday. 


The  First  Grand 
HotdWithBoth 

FeetlnThe 
lOdi  Century 

At  Four  Seasons,  we  assume  your  idea  ot  a  successful  business  tnp 
doesn't  include  travelling  backwards  in  time.  Which  is  why  .  we're  the  first 
grand  hotels  ever  to  offer  \-ou  even,'  modem-day 
con\-enience.  As  well  as  an  uncanny  ability  to 
anticipate  your  needs,  rather  than  react  to  them 

This  will  make  vour  stav  an  expenence  \-r\1 1  r  ^P^^CnH^ 
vou'U  want  to  repeat.  Throughout  the  20th  '  '  r'^^^J  '"^ 
centuo'  Ifnotthe21st  HotelS ♦  ReSOltS 

VNITED STATES  Austin.  Boslim.  ChiMsfjlTlxRitz-Carltuin.  Chicap.  HoustontCMtrt.  Houston 

I  Inn  on  t  fx  Park),  h'i  Angeles.  Meu  Yf/rklT/xPiem).  Neuport  Bea(h.  CA..  PhiLuklphui.  San 
Fraruisco.  Seattle.  XCashin'^ton  D  C  CASADA.  Montn^i/.  Ottaua.  Tornnto.  TonMot  Inn  on  t/)e  Park ). 
Vancomw.  ESGL\SD  Lmdrnt  Innon  tl\  Park).  RESORTS:  Dallas  I  Las  Colinas).  AW/.  W'ailea 
( \X'!nlerl9W-90).  Nei'is.  Vi'.I.IlWI).  Santa  Barbara  iTIyeBiltmurt  I.  Mtnaki  Lidge.  Forresenaliom 
m  tlx  US  uilllH(H))  U2-}4-42:in  Canada  call  (H(K))268-(^282nr  call  your  trai'el  agent. 


Lower  the  numbers 
and  raise  your  odds. 

Controlling  your  blood  pressure  can 
reduce  your  chances  of  heart  dis- 
ease. Have  your  blood  pressure 
checked.  And  keep  it  in  check 
for  life. 

American  Heart  Association 


CORRECTIONS  &  CLARIFICATION* 


A  table  that  accompanied  "Integrate 
Resources:  The  rise  and  fall  of  a  deb 
addict"  (The  Corporation.  Nov.  6)  incoi 
rectly  stated  that  Integrated  Re 
sources  purchased  Guardian  Life  Ir 
surance  in  1985.  In  fact,  Integrate' 
bought  Guardsman  Life  Insurance  €< 
in  1984.  Guardian  Life  is  a  mutual  corr 
pany  that  has  never  had  a  connectioi 
with  Integrated.  BUSINESS  WEEK  re 
grets  the  error. 


body  is  turned  away.  The  system  isn 
perfect,  but  a  survey  taken  earlier  th 
year  on  behalf  of  the  Harvard  School 
Public  Health  showed  that  over  60'"t 
Americans  want  a  health  care  systei 
similar  to  Canada's. 

B.  J.  Snelgrov 
Barrie,  Ontar 
Canad 

METHANOL  A  'MISTAKE'? 
LOOK  WHO'S  SAYING  SO 


I 


was  not  surprised  to  read  in  one 
your  Readers  Report  letters  ("Meth; 
nol  is  just  a  part  of  the  pollution  soh 
tion,"  Oct.  16)  that  the  American  Petn 
leum  Institute  feels  that  mandatin 
methanol-based  fuel  into  the  marke 
place  "would  be  a  costly  mistake." 

Whenever  alternative  sources  of  fu< 
energ\"  come  to  the  fore,  the  petroleur 
industry  uses  the  phrase  "not  econom 
cally  feasible."  It  only  becomes  econom 
cally  feasible  when  the  use  of  the  proc 
uct  becomes  universal. 

With  the  use  of  gasoline  on  the  ir 
crease,  some  sources  predict  that  in  twi 
to  three  years  we  will  again  be  at  th' 
mercy  of  OPEC. 

Must  we  wait  until  it  suits  the  inter 
ests  of  the  petroleum  and  the  automi 
bile  industries  to  see  some  real  progi'es: 
in  development  of  alternative  energ; 
sources''  Progress  in  this  direction,  as  ii 
other  fields,  seems  to  be  inversely  pro 
portional  to  the  intensity  of  lobbying  ac 
tivity  on  Capitol  Hill. 

Irwin  H.  Sulitzei 
Lower  Gwynedd.  Pa 

THE  MARKETING  FACTOR 
IN  JAPAN'S  U.S.  SUCCESS 


'j^eal  trade  deficits  vs.  Sony's  picture 
■mshow"  (Editorials,  Oct.  16)  argues 
correctly  that  our  huge  trade  deficit 
with  Japan  has  not  improved  since  the 
dollar  peaked  in  1985  and  hence  sug- 
gests that  a  level  playing  field  would 
improve  American  exports.  However 
the  editorial  does  not  answer  the  mosi 
critical  question  of  why  a  50'^c  decrea.-' 
in  the  value  of  the  dollar  since  1985  ha; 
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Nobody  can  steal 
the  thunder  of  the 
engineers  who 
created  the  amazing 
Mercedes-Benz  300E. 


But  the  designers 


The  engineers  of  Mercedes-Benz  view  the 
refinements  made  to  their  beloved  300E 
Sedan  for  1990  with  decidedly  mixed 

emotions. 

Granted, the 
designers  have  honed 
the  purest  shape  ever  given  to  a 
high-performance  sedan  into  an 
even  purer  form. 

And  not  even  a  Mercedes-Benz  engineer 
can  argue  against  raising  the  300  E's  interior 


1990 


standard  of  living  to  match 
standard  of  driving. 

Which  the  designers  have 
done.  By  making  butter-soft 
glove  leather  upholstery 
standard.  Wrapping 
the  steering  wheel 
in  leather.  Trimming 


(  Mttirdes  Ben/of  l\  A  .  Inc  ,  Munlv.,le  \  J 


ust  transformed  it  for 
ery  close. 


the  cabin  front  to 
rear  in  rich  hand- 
finished  woods. 

None  of  which, 
the  engineers  insist, 
will  ever  compete  with  the  300 E's  perfor- 
mance as  a  reason  to  buy. 

But  on  one  point  they  grudgingly  agree. 


By  adding  this  new  level  of  elegance  to  the 
only  sedan  Road  &  Track  has  already  named 
one  of  the  five  best  cars  in  the  world, 
the  designers  have  made  it  that  much  harder 
to  even  think  of  buying  anything  else. 

For  more  information  on  Mercedes- 
Benz  models  for  1990,  call  1-800-633-9001. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


FIDELITY  BROKERAGE  SERVICES 


"I  saved 
$340  on 
my  last 
stock  trader 


Let  Fidelity  Show  You  How 

Save  as  much  as  76%  on  commissions  with 
Fidelity  Brokerage 

There  are  many  times  when  you  already  know  what  you  want  to  trade. 
So  why  pa\  a  full-cost  broker  for  iuvestment  advice  you  don't  use?  Call 
Fidelity  Brokerage  iiistead-and  save  up  to  76%  on  stock  and  option 
commissions* 

Quality  24  hour  toll-free  service 

Try  to  find  a  better  combination  of  savings  and  service  than  Fidelity 
Brokerage!  Our  Financial  Representatives  are  here  w  henever  you  need 
them  for  answers  to  your  questions.  And  when  you  place  your  orders  with 
us,  you  can  get  the  latest  information  updates  plus  fast,  accurate  executions; 
and  verbal  confirmations-often  while  you're  still  on  the  phone! 

Free  investment  information 

Access  to  unbiassed  information  is  key  w  hen  you  make  your  own  trad- 
ing decisions.  And  Fidelit\  Brokerage  can  give  you  the  infor- 
mation you  need  to  make  investment  decisions  w  ith  confi- 
dence. Let  us  prove  it  by  sending  you  our  FREE  FACT  KIT 
w  ith  all  the  details  on  how  to  save  up  to  76%  on  your 
trades.  Call  Fidelity  Brokerage  today! 


Stocks  •  Options  •  Bonds  •  UITs  ♦  Treasuries  •  Mutual  Funds 


Visit  our  Investor  Centers  or  call  24  hours 

1-800-225-1799 


Fidelity 


Inuestments 

Brokerage  Services 


*Ba.sed  on  the  maximum  commission  chargi'd  b\  a  represc-nialivt  lull-cosi  broker  during  .in  April  I W) 
survev  Mimmum  coninussion  Si4()  savings  is  based  on  trading  1000  shares  al  S2S/share  Fidelil\ 
Brokerage  Services,  Inc  161  Devonshire  St .  Boston.  MA  021 10  Member  NYSE.  SII'C 
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increased  rather  than  decreased  our  ii 
ports  from  Japan.  It  is  important  to 
member  that  as  the  dollar  dropped  ovi 
the  four-year  period,  BUSINESS  \^ 
published  repeated  pleas  to  "wait  for  tl 
J-curve  effect." 

According  to  Nielsen  research,  U 
marketers  experienced  nine  out  of  1 
new-product  failures  in  the  past  decade 
while  the  Japanese  experienced  10  nev 
product  successes  out  of  10  tries  in  th 
American  marketplace.  General  Motoi 
launches  its  first  truly  new  product 
more  than  a  decade,  the  Allante,  and 
fails.  The  Japanese  launch  the  Acu 
and  there  is  a  waiting  list  to  buy.  Th 
next  batch  of  Japanese  luxury  cars  wi 
receive  enthusiastic  American  responsi 
because  the  creative  marketing  job  ha 
been  done  by  the  Japanese  firms.  In  coi^ 
trast,  economists  are  still  counting  o: 
dollar  bashing  and  the  J-curve  to  in 
prove  the  import  side  of  the  U.  S.  trad 
deficit  with  Japan. 

Murray  Hillman,  Presiden 
Strategy  Workshop  In( 
New  Yor 

THE  DEBT  NIGHTMARE: 
YOUR  MISSIOH,  HERCULES . . . 


■ commend  you  for  your  commentar 
"Fixing  the  deficit:  Where  there's  ni 
will,  there's  no  way"  (Top  of  the  New; 
Oct.  2). 

It  seems  as  though  members  of  Co 
gress  have  either  forgotten  or  chosen  t 
ignore  that  the  wealth  of  the  U.  S.  wa: 
built  painstakingly  over  many  years 
The  mission  of  Congress  now  appears  t( 
be  to  dissipate  the  nation's  wealth  a; 
fast  as  possible:  Increasing  the  nationa 
debt  at  a  rate  approaching  $375,000  pei 
minute  is  an  incredible  feat.  Paying  \ 
off  at  the  same  rate  will  be  a  Herculeai 
task.  If  the  escalation  in  the  debt  contin 
ues  at  its  present  rate  through  the  yeai 
2000,  it  will  take  approximately  90%  o: 
all  the  personal  income  taxes  collectec , 
just  to  pay  the  interest. 

What  does  it  take  for  Congress  to  rec 
ognize  what  is  happening  and  take  re 
sponsible  but  perhaps  unpopular  action 
Robert  G.  Laidlaw 
Greenwich,  Conn 

WHAT'S  THE  PROPER  ROLE 
FOR  AN  R&D  CONSORTIUM? 


Regarding  "A  high-tech  think  tank 
thinks  big  bucks"  (Science  &  Tech 
nology,  Sept.  25),  Microelectronics  & 
Computer  Technology  Corp.  (MCC)  was 
established  in  December,  1982,  following 
the  Japanese  announcement  of  an  effort 
to  create  a  fifth  generation  computeri 
system.  The  Justice  Dept.  announced  iti 
would  not  initiate  antitrust  challenge 
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Whether  your  company  is  small  and  private  or 
a  mapr  corporation,  ADP  can  do  your  payroll  more 
efficiently  and  economically  than  you  or  any  other 
payroll/human  resources  service  can. 

We  con  help  you  increase  accuracy  and  produc- 
tivity and  decrease  your  output  of  time  and  money 
with  state-of-the-art  technology  that  brings  your  pay- 
roll and  human  resources  databases  together  for 
more  effective  processing. 


ADP  Can  Save  YouTime  and  Money! 

No  Natter  How  Nany 
People  You  Add  To  Your  Payroll. 


Our  PC/Payroir"  is  a  prime  example.  This  fully 
integrated  system  lets  you  utilize  your  om  personal 
computer  for  direct  access  to  your  payroll/human 
resources  database.  At  the  touch  of  a  key,  you  can 
input,  change,  retrieve  and  consolidate  data  quickly 
Additionally  our  Report  Writer  feature  allows 
you  to  produce  customized  payroll/human  re- 
sources reports  instantly  from  information  stored 
in  the  database. 

ADP  con  help  you  save  time  and  money  in 
so  many  aspects  of  payroll-even  payroll  tax  filing. 

Our  Payroll  Tax  Filing  service  does  all  the  work 
for  you,  including  end-of-the-year  filing,-  answering 
government  inquiries  concerning  payroll  and  tax 
■iling;  giving  you  update  reports  summarizing  your 
deposit  and  filing  activity... and  assuming  full  legal 
and  financial  responsibility  for  all  work  we  do,  so 
you  can  be  assured  you'll  never  have  to  pay  a  pen- 
alty for  any  ADP  error 

ADP  has  the  services  to  help  your  company 
save  time  and  money  on  payroll  and  human  resources, 
no  matter  how  many  people  you  employ  For  more 
information,  call  today  I  800  IIS'5237,  ext.  113. 


©  1989  Aulomohc  Dola  Processing 
One  ADP  Boulevard,  Roselond.  NJ  07068 


The  way  America  gets  paid. 


Imagine  what  a  Canon  Color  Laser  Cop* 


One  look  at  the  high  quality 
color  and  clarity  of  the  new 
Canon  Color  Laser  Copier  200  and 
its  benefits  for  business  become 
equally  clear. 

After  all,  it's  the  only  true  full- 
color  copier  for  business  with  Canon's 
unique  Digital  Image  Processing 


System.  A  remarkable  technology 
that  uses  a  finely  focused  laser 
to  reproduce  graphics,  photos, 
slides,  or  negatives  at  quality 
comparable  with  professional 
printing.  An  extraordinary  256 
gradations  per  color  and  400 
dots  per  inch. 


Digital  creative  functions  allo\ 
presentation  materials 
ike  charts,  graphs  and 
transparencies  to  be 
enlarged  up  to  400%, 
reduced  up  to  30%  or 
edited  instantly— and 
all  with  complete 


ayments  with  the  Canon  Cfedil  Card 
^ipaiing  Cation  dealers  and  teiailefs 
?'19e9CarionU!.A  ir.< 


)uld  do  with 

fidentiality.  For  faster  multi-page 
3rts,  the  ACS  function  will  auto- 
ically  recognize  and  copy  black- 
-white  text  pages  at  a  quick  20 
minute. Together  with  automatic 
ument  feeding  and  sorting 
ability,  this  very  well  may  be  the 
J  copier  an  office  needs. 


pie  chart. 

If  a  Canon  Color  Laser  Copier 
200  can  do  all  this  for  proposals  and 
pie  charts,  imagine  what  it  can  do  for 
your  business. 

To  find  out  more  call 
1-800-OK-CANON  or  write  to 
Canon  USA  Inc.,  P.O.  Box  3900, 
Peoria,  Illinois  61614. 


Canon  /'y^onn 

COLOR  LASER  aPIER  C.UU 

The  Digital  Difference. 


\\i  h:sk\-  Blended  and  bottled  m  Scotland  by  Juilenni  i  BriKiki.  tine  wine  and  spirit  merchants  since  174^ 
T./ierid  3  aift  oi  JiB  anyw  here  in  the       call  l-s<N.'-52vSi 4!>  \oid  where  prnhibited 


There's  one  news  anah  vis  program  considered  ■'can't  miss"  bv  Washington  officials. 
The  McLaughHn  Group. 

.\mong  its  chief  assets  are  the  wit  and  intellect  of  John  McLaughlin.  Eleanor  C^lift. 
Fred  Barnes,  Morton  Kondracke.  Pat  Buchanan  andjack  Germond. 

Thev  provide  insightful,  often  prescient,  political  commentary  on  the  most  up-to- 
the-minute  developments.  Often  w  ith  heated  exchanges. 

So  tune  in  to  The  McLaughlin  Croup.  It's  comprehensive,  contentious  and. . . 
contagious. 

Made  possible  by  a  grant  from  GE. 

THE  McLaughlin  GROLT 

Check  vour  local  listing  for  station  and  time 


We  bring  good  things  to  life. 


id 


against  MCC,  and  the  President  signe 
the  National  Cooperative  Research  Act 

The  consortium  today  is  comprised  o 
19  major  companies.  It  is  spending  S7 
million  a  year,  with  antiti-ust  protectio 
and  competing  directly  with  privately  f: 
nanced,  entrepreneurially  driven,  hig' 
technology  staitups.  There  are  roles  fo 
such  consortiums,  perhaps  in  facilitatinj 
industry-  standards,  but  the  basic  as 
sumptions  for  gi-anting  antitrust  exemp 
tions  should  constantly  be  tested  so  tha 
a  consortium  like  MCC  is  not  given  fri 
rein  to  compete  with  the  basis  of  ou||= 
future — the  high-tech  startup. 

Vantage  Analysis  Systems  operates  h 
a  S2  billion  electronic  design  automatic] 
market.  Eight}-  percent  of  the  revenue, 
from  this  worldwide  market  were  regis 
tered  by  U.  S.  companies.  None  of  thi 
major  players  in  tliis  market  existe( 
eight  years  ago.  All  were  started  by  en 
trepreneurs  with  private  fimding.  Con 
traiy  to  what  was  stated  in  the  article 
\'antage  is  a  \ibrant,  well-funded.  an( 
gi'owing  three-year-old  company.  On< 
can  only  speculate  what  the  impac 
would  have  been  on  the  founding  entre 
preneurs  had  government-sanctionec  — 
consortiums  then  been  working  on  th^ 
same  technology". 

Ronald  A.  Abelmanr 
President  and  CE( 
Vantage  Analysis  Systems  Inc 
Fremont.  Calif 


IMPORT  AND  EXPORT  PRICES 
DON'T  MARCH  IN  TANDEM 


it(  J 
gr  " 


ising  dollar  does  not  cause  highei 
Lexport  prices  in  dollar  terms.  Quitt 
the  opposite — where  prices  are  set 
foreign  competition,  the  same  forei^ 
price  translates  into  fewer  dollars,  hence 
lower  export  prices  in  dollar  terms 
("WTiy  have  import  and  export  prices 
mai-ched  in  lockstep'?"  Economic  Trends,  ! 
Oct.  16). 

They  should  remain  stable-to-falling 
for  a  while  yet.  According  to  my  model, 
a  change  in  the  U.  S.  exchange  rate 
leads  to  no  systematic  change  in  U.  S. 
export  prices  for  a  year  and  a  half.  Then 
if  the  dollar  falls,  export  prices  rise  by 
about  40'c  of  the  fall  in  the  dollar,  over 
two  years.  This  finding  is  consistent 
with  long  ordering  and  decision-making 
lags  in  many  U.  S.  export  industries. 

Malcolm  Crawford 
Economic  Consultant 
Business  International  Ltd. 

London.  England 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report.  Business  Week.  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464. 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  m- 
elude  an  address  and  daytime  and  evening  tete- 
phdne  numbers  We  reserve  the  nght  to  edit  letters 
for  clarity  and  space. 
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Introducing 

0KIF^"500 


Now  long  documents 
won't  have  you 
climbing  the  walls. 

You  may  not  even  know  you  need  an 
automatic  paper  cutter  until  that  first 
20-page  transmission  snakes  across  the 
office  floor.  Or  an  auto  document  feeder 
that  keeps  things  moving  by  eliminating 
those  toe-tapping  lines  clogging  the 
mail  room.  Both  are  standard  features 
with  OKIFAX  500. 

That's  the  strength  of  every  new 
OKIFAX:  each  comes  equipped  with 
standard  features  that  cost  extra  on  the 
so-called  "bargain"  faxes.  Like  a  high- 
capacity  auto-dialer  on  OKIFAX  700. 
And  memory  broadcast  on  OKIFAX  800. 

Test  drive  an  OKIFAX  500, 700,  or 
800  today  Sold  exclusively  at  author- 
ized OKIDATA  computer  dealers. 
For  the  name  of  the  dealer  nearest 
you  call  1-800-OKIDATA. 


an  OKI  AMERICA  company 

We  put  business  on  paper. 


OKIDAIA  IS  a  registered  trademark  of  Old  America,  Inc..  Marque  depos^  de  Old  America,  Inc. 
OKIFAX™  is  a  tradf  mark  of  Oki  Electric  Industrv  Co.  lid. 


Rock  Solid 
MarMWlse 


Armed  with  the  resources  to  help  you, 
no  matter  what  the  investment  climate. 


Prudential-Bache 

Securities 


it;p«he Secufilies  Member SIPC.  ASubsid-afyotTheW 
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ilCUS  OF  AMBITION 

John  Taylor 

rner  Books  •  240pp  •  $19,95 


IFESTYLES  OF 

HE  RICH  AHD  SHAMELESS 


n  November,  1985,  art  critic  James 
:  Mellow  profiled  Philippe  de  Monte- 

bello,  director  of  New  York's  Metro- 
itan  Museum  of  Art,  in  The  New 
rk  Times  Magazine.  In  one  passage, 

bemoaned  the  museum's  growing 
nmercialism,  asking:  "What  next? 
'ddings  in  the  Temple  of  Dendur?" 


LUB  MET":  KRAVIS  AND  ROEHM  AT  THE  TISCH  WEDDING 


Little  did  Mellow  know  that  his  hyper- 
le  would  soon  become  near-reality.  Al- 
ough  the  temple  itself  wasn't  invaded, 
lura  Steinberg,  daughter  of  Reliance 
'oup  Inc.  Chairman  Saul,  and  Jonathan 
sch,  son  of  CBS  Inc.  CEO  Laurence,  in 
88  celebrated  their  marriage  at  the 
useum.  The  $3  million  affair  featured 
•ench  roses,  gold-tipped  magnolia 
ives,  and  a  10-foot-high  cake.  It  was, 
ys  John  Taylor  in  Circus  of  Ambition, 
bellowing  declaration  of  wealth  from 
iividuals  unfettered  by  the  guilt  that 


so  often  inhibits  the  anxious  wretches 
who  have  inherited  their  money." 

Worse,  the  do  was  merely  one  in  a 
long  line  of  soirees  at  the  Metropolitan 
hosted  by  paradigms  of  what  Taylor 
calls  "the  culture  of  wealth  and  power  in 
the  eighties."  Henry  Kravis  and  Caro- 
lyne  Roehm,  Sid  and  Mercedes  Bass,  and 
John  and  Susan  Gutfreund 
are  among  the  many  who 
exploited  the  Met's  new 
policy  of  allowing  anyone 
with  $25,000  to  rent  Fifth 
Avenue's  culture  cathe- 
dral. The  museum  became 
such  a  "party  palace"  that 
Daily  News  gossip  colum- 
nist Billy  Norwich  took  to 
calling  it  "Club  Met." 

These  goings-on  pro- 
vide much  of  the  fun  in 
Circus,  Taylor's  exuberant 
anthropological  adventure 
through  the  decade  he  bills 
as  a  turning  point  for 
America's  value  system. 
So  much  wealth  has  been 
created  by  the  booming 
economy,  the  surging 
stock  market,  and  the 
cresting  takeover/lever- 
aged-buyout  wave,  he 
says,  that  a  new  social  or- 
der has  supplanted  the  old, 
understated  one.  In  the 
'80s,  not  only  is  having 
money  good,  but  acquiring 
it  also  is  good — by  whatev- 
er means  necessary. 
Flaunting  it  is  best  of  all. 

Taylor,  a  New  York 
magazine  writer  who  once 
worked  at  BUSINESS  WEEK, 
is  at  his  best  describing 
the  antics  of  the  denizens 
of  Wall  Street  and  Park  Avenue.  In  one 
tale  (which  appeared  first  in  New  York  ), 
Susan  Gutfreund  recounts  her  difficul- 
ties in  staffing  and  running  houses  in 
New  York  and  Paris.  "It's  so  expensive 
to  be  rich,"  she  exclaims.  In  another,  she 
excuses  the  insulting  behavior  of  her 
husband,  the  chairman  of  Salomon  Inc., 
with  three  words:  "He's  a  trader." 

Venturing  beyond  New  York,  Taylor 
uses  Hollywood,  and  trend-setting  pro- 
ducers Don  Simpson  and  Jerry  Bruck- 
heimer, to  demonstrate  the  vulture-capi- 


Test  drive 
anew 


TM 


Your  business 
will  move 

faster. 
And  so  will 
your  heart. 


Win  a  new 
MAZDA  MIAIA 
and  more 

in  the 
OKIDAIA 
'FAX  STAKES. 

CaU 

1-800-OKIDAIA 
for  the  dealer 
nearest  you. 

OKIDATA 

an  OKI  AMERICA  company 

We  put  business  on  paper. 


Complete  official  contest  rules  available  at  participating 
OKIFAX  Demo  Center  Dealers.  Sweepstakes  ends  January 
31,  1990.  No  purchase  necessary.  Void  where  prohibited. 

OKIDATA  IS  a  registered  trademark  of  Oki  America,  inc.. 
Marque  de'posee  de  Oki  America.  Inc.  OKIFAX™  is  a 
trBdemark  of  Oki  Electric  Industry  Co.  Ltd. 
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if  you  dorit  haveanti-lockbrakes^ 
Utradrive  transmission,  a  driver 
air  bag  and  Crystal  Key^thebest 
luxury  sedan  owner  care? 

Introducing  Chrysler  Fifth  Avenue. 

The  luxury  of  the  new  Chrysler      expensive  cars.  Available  Mark  Cross      controlled  air  conditioning. 
Fifth  Avenue  impacts  every  sense.  Leg-      leather,  a  power  driver's  seat  with  mem-  All  the  amenities  one  migF 

room  not  found  in  many  larger,  more      ory  and  Infinity  II  stereo.  Climate-      expect,  but  hardly  the  measure  of  tru 

*See  limited  warranties  and  restrictions  at  dealer  Excludes  normal  maintenance,  adjustments  and  wear  items. 
!  )eductible  on  powertrain  after  5/50.  Based  on  competitive  warranty  information  at  time  of  printing.  Legroom  vs.  '89  competition  including  Cadillac  Brougham. 
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:ury.  For  Chrysler 
ieves,  there  is  no 
:ury  without  engi- 
jring. 

Engineering... 
ssence  of  luxury. 

Available  in  the 
V  Fifth  Avenue  is  an 
vanced  anti-lock 
aking  system.  It 
ises  the  maximum 
assure  that  can  be 
jlied  to  each  wheel 
:hout  causing  lockup,  helping  to  pre- 
it  skids  and  allowing  steering  control 
ring  emergency  braking. 

Fifth  Avenue  also  has  Ultradrive, 
;  world's  first  fully  adaptive,  elec- 


Chrysler's  Crystal  Key  Program 

BASIC  CAR 
WARRANTY 
Covers  entire 

car  eicept 
normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

DEDUCTIBLE 
YOU  PAY 

FOR  REPAIR 
ol  major 

components 

POWERTRAIN 

ENGINE 
PROTECTION 

OUTER  BODY 
RUST- 
THROUGH 
PROTECTION 

CHRYSLER 
NEW  YORKER 
FIFTH  AVENUE 

5  YEARS/ 
50,000 
MILES 

5  YEARS/ 
50,000 
MILES 

NONE 

7  YEARS/ 
70,000 
MILES 

7  YEARS/ 
100.000 
MILES 

ROLLS  ROYCE 
CORNICHE 

3  YEARS. 
UNLIMITED 

3  YEARS 
UNLIMITED 

NONE 

3  YEARS 
UNLIMITED 

3  YEARS: 
UNLIMITED 

MERCEDES 

BENZ 
560  SEL 

4  YEARS, 
50,000 
MILES 

4  YEARS/ 
50,000 
MILES 

NONE 

4  YEARS. 
50.000 
MILES 

4  YEARS/ 
50.000 
MILES 

CADILLAC 
SEDAN 
DEVILLE 

4  YEARS 
50,000 
MILES 

4  YEARS 
50,000 
MILES 

$100  AFTER 
1  YR  12,000 
MILES 

4  YEARS/ 
50.000 
MILES 

5  YEARS/ 
100.000 
MILES 

LINCOLN 
CONTINENTAL 

1  YEAR/ 
12,000 
MILES 

6  YEARS/ 
60,000 
MILES 

$100  AFTER 
1  YR  /12,000 
MILES 

6  YEARS: 
60.000 
MILES 

6  YEARS/ 
100,000 
MILES 

tronically  controlled  four-speed  auto- 
matic transmission.  Ultradrive  constant- 
ly senses  and  adapts  to  changes  in  speed 
and  driving  situations,  shifting  into  pre- 
cisely the  right  gear  at  precisely  the  right 


moment.  Result,  a  remarkably  smooth 
ride  and  impressive  fuel  efficiency 

Safety  in  milliseconds. 

Chrysler  pioneered  the  extensive 
use  of  driver  air  bags,  and  they  are  stan- 


Driver-side  air  bag. 
Inflates  in  50  milliseconds. 


dard  on  Fifth  Avenue  and  every  Chrysler 
car  built  in  the  U.  S.  When  sensors  detect 
a  front-end  collision  of  more  than  10  mph, 
the  bag  inflates  to  protect  the  drivers 
head  and  chest. . .  in  about  half  the  time  it 
takes  to  blink  your  eye. 

Better  protection  than  Mercedes. 

Fifth  Avenue  comes  with  the  most 
comprehensive  protection  of  any  luxury 
sedan.  Crystal  Key  Owner  Care 
provides  coverage  from  bumper  to 
bumper  for  5  years  or  50,000  miles.  Not 
even  Rolls  Royce  or  Mercedes  can  match 
it.  Then  Chrysler's  7/70  warranty  takes 
over,  protecting  the  powertrain  for  up  to 
7  years  or  70,000  miles.' 

The  new  Chrysler  New  Yorker  Fifth 
Avenue.  Anti-lock  brakes.  Ultradrive 
transmission.  Driver-side  air  bag. 
Because  there's  more  to  luxury  than  soft 
leather  and  ample  legroom. 

T/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-  Plymouth  Dealer 

TherelsNoLuxiuy 
Wthout  Engineering. 


FIDELITY  GROWTH  &  INCOME  PORTFOLIO 


A  Conservative  Stock  Fund 
With  Aggressive  Results 


Fidelity  Growth  &  Income  Portfolio 

has  outperformed  the  S&P  500  every  year 
since  its  inception  by  investing  in  high  divi- 
dend-paying stocks  with  long-term  growth 
potential.  The  Portfolio  was  introduced 
December  30, 1985. 

Of  course,  past  performance  is  no  guar- 
antee of  future  results  and  the  fund's  share 
price  and  return  will  vary  so  that  you  may 
have  a  gain  or  loss  when  shares  are  sold. 
Choose  it  for  your  IRA  or  Keogh. 

*Growih  &  Income's  rrturnsdo  nut  include  ihc  effects  of  ihc  Poftfulios  2%  sales  charge.  Figures  for  the  S&P 
500  (a  registered  trademark  of  Standard  &  Poor's  Corporation)  an  unmanaged  index  of  common  stock 
prices,  include  reinvestment  of  dividends,    t  Average  annual  returns  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  its  1%  sales  charge. 


How  Growth  &  Income's  Returns* 
Outpaced  the  S&P  500 

1986  e8%^ 

1987 
1988 


Avg.  Annual 

Returnsf 

9/30/89 


1  Year  Life  of  Fund 
28.98%  23.67% 


1-800-544-6666    Call  24  hours 


Fidelity  Grow  th  &  Income  Portfolio.  Fur  mure  complete  mlurmation,  includ- 
ing management  fees  and  expenses,  call  ur  write  fur  a  free  pruspectus.  Read  it  carefully  before 
vou  invest  or  send  money,  Fidehty  Distributors  Corporation 
(deneral  Distribution  ,\gent),  RO,  Box  W1O6OI  Dallas,  ,^111^ 

Tx-s2(>(v()(,in  Fidelity 

2r      CODE:  Bw/GAi/111389  Investments  = 


THE  SOVIET  UNION 
AS  A  BUSINESS  PARTNER 

Two  seminars  in  Helsinki  and  Moscow 
January  27  -  February  3,  1990 
March  24  -  March  31,  1990 
Sponsored  by 
Finnair 

Finnish  Institute  for  International  Trade  (FINTRA) 
USSR  Chcunber  of  Commerce  and  Industry 

The  Soviet  economy  offers  both  enormous  potential  and  daunting 
difficulties.  Glasnost  and  perestroika  may  have  become  household 
words,  but  many  American  business  people  have  encountered  only 
frustration  in  doing  business  in  the  USSR. 

The  seminar  will  provide  insights  and  information  from  top 
executives  of  Finnish  corporations  and  senior  officals  of  Soviet  trade 
ministries.  Topics  will  Include  structuring  joint  ventures;  export 
and  profit  transfer  issues;  technology  exchange; 
management,  accounting  and  auditing  of  joint 
ventures;  and  how  to  negotiate  with  the  Soviets. 

"This  seminar  helped  me  get  up  to  speed 
on  the  complexities  of  doing  busmess  with  the 
Soviets. "  Roger  Sellew,  Director  of  Business 
Development,  Monsanto  Company. 

For  more  information  contact: 

US-USSR  Trade  Seminar 
c/o  301  East  57th  Street 
3rd  Floor 

New  York,  New  York  10022 
212/715-1680 
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talists'  distressing  disregard  for  thos 
who  aren't  making  it.  Simpson  am 
Bruckheimer  make  high-energy,  fee! 
good  movies  such  as  Flashdance,  To\ 
Gun,  and  Beverly  Hills  Cop — filmj 
whose  protagonists,  in  Taylor's  view 
aim  only  for  money  and  sex.  Says  Simp 
son:  "We  aren't  interested  in  losers 
They're  boring — to  us."  So  they  arc 
Taylor  writes,  to  nearly  everyone  else  ii 
the  '80s. 

Simpson  and  Bruckheimer  also  exeir 
plify  the  need  of  the  new  order  to  be  ii 
total  control.  The  two  continually  chocs- 
inexperienced  directors,  then  follov 
them  even  into  the  editing  room  to  eri 
sure  that  the  final  product  has  "a  pos: 
tive  emotional  axis."  Taylor  contrast 
the  '80s,  marked  by  this  control  fixation 
with  the  '60s  and  '70s,  which  were  "driv 
en  by  the  spirit  of  emancipation." 

For  another  look  at  the  corruption  0 
values,  Taylor  delves  into  the  art  world 
His  archetype,  SoHo  artist  Mark  Kos 
tabi,  is  so  crass  you  wonder  who's  spoof 
ing  whom.  Unlike  artists  who  saw  vir 
tue,  even  inspiration,  in  struggle 
Kostabi  craves  the  "validation  of  th( 
marketplace."  He  believes  material  fail 
ure  signifies  lack  of  talent.  Yet  Kostabj 
latches  onto  a  different  key  to  success 
Says  he,  "...  as  far  as  making  it  in  th( 
New  York  art  scene — making  it  fast 
that  is — it's  ninety-nine  percent  socia 
networking  and  one  percent  talent."  S( 
Kostabi,  who  Taylor  says  views  the  aci 
of  painting  as  "...  too  tedious  . . .  to( 
messy,"  networks.  To  paint  his  works— 
invariably  centered  on  an  Everyman  an 
droid — he  hires  assistants.  He  even  ad 
vertises  for  people  with  ideas  for  paint 
ings  but  without  talent  to  execute  them 

Taylor  ties  such  episodes  togethei 
with  attempts  to  put  this  "giddy  era' 
into  historical  perspective.  But  his  analy 
sis  rarely  strays  from  familiar  ground 
Circus  thus  puts  readers  in  the  spot  oi 
Harry  Truman's  legendary  two-armec 
economist.  On  the  one  hand,  they  wani 
more  insight;  on  the  other,  they're  grate 
ful  that  Taylor  refrains.  The  events  sim^ 
ply  speak  better  for  themselves. 

Circus  is  one  of  the  first  of  what  urn 
doubtedly  will  be  many  volumes  on  the 
1980s.  Taylor's  publisher  invites  compar- 
isons with  The  Bonfire  of  the  Vanities. 
and  that's  unfortunate:  Taylor  is  neither 
as  strong  on  detail  nor  as  gifted  a  writei 
as  Tom  Wolfe.  But  Circus  of  Ambition 
does  an  amusing  job  of  describing  char- 
acters whose  values  have  been  knocked 
out  of  kilter  by  the  culture  of  money  and 
power.  Disturbingly,  Taylor  concludes 
that,  having  survived  the  1987  market 
crash,  the  new  order  is  here  to  stay. 

BY  JUDITH  H,  DOBRZYNSKI 
Senior  Writer  Dobrzynski  frequently  writes 
about  both  Wall  Street  and  the  art  world. 


BOOHl 


If  you're  on  the  firing  line, 
you  need  Dow  Jones  online. 


People  are  counting  on  you. 

Relying  on  your  speed.  Your  smarts.  Your 
information. 

Feel  the  heat?  Not  when  you're  online  with 
Dow  Jones  News/Retrieval-the  business  news 
and  information  service  from  the  publisher 
of  The  Wall  Street  Journal,  Dow  Jones  & 
Company  Inc. 

With  News/Retrieval  it's  easy  to  screen  sales 
prospects,  identify  acquisition  candidates  and 
research  competitors.  Stay  ahead  of  events 
and  track  fast-breaking  situations  like  never 
before.  Spot  the  trends  that  signal  opportunity. 
Spark  new  ideas,  develop  incisive  strategic 
p  ans,  or  compile  a  wealth  of  financial  data  to 
give  yourself  a  unique  information  advantage. 

Only  News/Retrieval  gives  you  news  just 
seconds  after  it  hits  the  Dow  Jones  news- 
wires;  exclusive  access  to  the  hill  text  of  The 
Wall  Street  Journal,  and  fingertip  access  to 
information  from  over  185  publications,  in- 
cluding Fortune,  Forbes  and  Business  Week; 
D&B  reports;  detailed  profiles  of  over  5,000 
companies;  and  more-to  help  you  make 
cool,  confident  decisions. 

Online  has  never  been  easier-one  service 
even  lets  vou  enter  search  commands  in 
plain  English! 

Discover  how  easy  it  is  on  the  firing  line 
when  vou're  online  with  News/Retrieval. 
For  more  information  or  to  order  now 
($29.95  includes  3  free*  hours),  call  today 

1-800-225-3170,  Ext  645. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


"Offer  expires  November  30, 1990.  New  domestic  and  Canadian  subscnbers  only.  Free  time  isjer  account  and  must  be  used  witfim  30  days  of  receipt  of  passwords. 
Some  senices  have  special  charges  that  are  excluded  from  the  free  time  offer.  ©  1989  Dow  jones  &  Company,  Inc.  All  rights  reserved. 
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When  YOU 

DO  IT  BETTER, 
YOU  GET 
TOBE 
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No  one  ever  willingly  relinquishes  leader- 
ship. You  have  to  take  it  away  from  someone. 

In  this  decade,  no  investment  firm  has 
done  more  to  seize  the  position  of  leadership 
than  Shearson  Lehman  Hutton. 

If  you  don't  feel  the  fire  inside^ 
youH  soon  feel  heat  from  other  directions. 

You  can't  deliver  what  you  don't  feel.  We 
wanted  passionately  to  be  number  one  in  reve- 
nues from  individual  investors,  and  we  recently 
achieved  that!  But  to  become  the  leader  meant 
we  had  to  deny  ourselves  the  comfort  of  fol- 
lowing anyone  else.  We  had  to  innovate. 

The  concept  of  the  Financial  Consultant 
on  Wall  Street  is  ours.  It  has  been  copied,  but 
never  equaled. 

We  were  the  first  to  take  a  stand  on  the  di- 
rection of  the  markets  publicly.  Unequivocably. 
It  not  only  gave  investors  clear  direction,  it 
revealed  to  them  our  commitment. 

Clarity  hardly  sounds  like  a  bold  new 
accomplishment.  But  it  was,  indeed,  when  it 
came  to  investors'  account  statements.  We  took 
it  upon  ourselves  to  pioneer  a  new  account 
statement  that  made  things  clear  to  our  clients. 

Who  knows  more  about  growth 
than  the  one  who's  growing  the  fastest? 

In  ten  years,  we've  become  a  leader  in 
managing  individual  and  institutional  invest- 
ment dollars.  Today,  we're  responsible  for  over 
$90  billion  in  assets  under  management. 

We've  accomplished  that  by  developing 
many  innovative  managed-money  products.  It 
was  Shearson  Lehman  Hutton  who  pioneered 
the  consultative  approach  to  money  manage- 
ment. We  made  it  possible  for  the  individual 
investor  to  access  some  of  the  brightest  money 
minds  anywhere.  And  we  made  it  affordable. 
For  we  developed  the  wrap  fee  method  of  pay- 
ment. It  called  for  a  reasonable  yearly  fee  rather 
than  a  fee  by  transaction. 

When  you're  in  front  you  can  see  better. 

In  1988,  Shearson  Lehman  Hutton  han- 
dled more  mergers  and  acquisitions  than  any 
other  firm,  including  5  of  the  6  largest. 

This  activity  put  us  squarely  in  front.  It 
gave  us  the  best  view  of  1989-that's  why,  so  far 
this  year,  we're  involved  in  over  $100  billion  in 
pending  and  completed  mergers  and  acquisi- 


tions. And  through  the  third  quarter  of  1989 
we  remained  involved  in  more  mergers  and 
acquisitions  than  any  other  firm. 

Being  bigger  where  bigger  is  better. 

We're  the  leader  in  Over-the-Counter  stocks. 
Far  ahead  of  any  other  firm.  In  1988,  we  under- 
wrote more  municipal  bond  issues  than  any 
other  firm.  And  we  handle  the  largest  volume 
of  futures  contracts  for  clients  in  the  world. 

Being  big  also  means  our  clients  reap  the 
benefits  of  one  of  the  most  highly  regarded 
equity  research  departments  in  the  business.  We 
cover  more  than  1,200  stocks  worldwide,  only 
about  10%  of  which  are  recommended  to  our 
clients  at  any  one  time. 

And  being  this  selective  gets  results. 

From  September  7,  1979,  through  June  30, 
1989,  our  Recommended  List  appreciated  an 
astonishing  532.1%  versus  a  comparable  195.4% 
gain  for  the  Standard  &  Poor's  500!* 

There  is  only  one  direction  for  a  leader: 
Forward. 

There  are  other  worlds. 

We've  more  than  doubled  our  investment 
in  people  and  offices  globally. 

And  our  commitment  has  brought  impres- 
sive results.  In  Asia,  we  handled  the  largest 
private  sector  infrastructure  project  ever  under- 
taken in  that  part  of  the  world.  In  Europe,  we 
completed  one  of  the  largest  privatizations  in 
the  history  of  France.  And  we  are  a  major  par- 
ticipant in  cross-border  mergers  and  acquisitions 
throughout  the  continent. 

We're  ready  for  things  that  haven't  happened  yet. 

The  300  million  share  trading  day  is  still  a 
thing  of  the  future.  But  we  can  handle  all  the 
order  taking  and  paperwork  that  go  with  it  now. 

Our  unequaled  back-office  operations  cost 
us  $691  million.  But  we  consider  it  a  great  in- 
vestment for  our  clients,  for  the  future  and  for 
ourselves. 

We  put  far  more  than  money  into  becom- 
ing the  leader.  What  made  it  happen  was  the 
collective  fire  and  drive  with- 
in the  thousands  of  people 
at  Shearson  Lehman  Hutton.  LEHMAN 

LSeTanlnyother  HUTTON 
company  in  the  business. 


An  American  Express  company 


AMERICW^ 


Leadership  By  Example.' 


*As  compiled  by  a  leading  independent  research  organization. 

'Further  information  available  upon  request.  Excludes  commissions  paid  and  dividends  received.  Past  performance  is  no  guarantee 
of  future  results.  Member  SIPC  ©  1989  Shearson  Lehman  Hutton  Inc. 


conomic  Viewpoint 


TIME  TO  TRADE 
IN  OUR  OLD 
NOTIONS 
ABOUT  DEFICITS 


ROBERTS 


It's  not  at  all  cleai"  that 
a  balanced  budget  can 
help  generate  trade 
surpluses.  But  this  much  is 
clear:  A  trade  deficit 
is  not  cause  for  alami. 
Rather,  it's  a  signal  that  the 
economy  is  attracting 
the  capital  it  needs 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E,  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


The  unexpected  recent  jump  in  the 
monthly  trade  deficit  has  set  off  a 
new  round  of  misdiagnosis  by 
economists  and  financial  spokesmen.  Ac- 
cording to  The  Wall  Street  Journal, 
"Many  economists  agree  that  deep  cuts 
in  the  U.  S.  budget  deficit  are  needed 
before  further  trade  improvement  can 
occur.  That's  because  the  budget  deficit 
feeds  an  enormous  appetite  in  the  U.  S. 
for  both  foreign  goods  and  foreign  capi- 
tal, overwhelming  the  nation's  capacity 
to  export." 

This  view  is  not  supported  by  the  evi- 
dence or  by  logic.  Canada  has  enjoyed  a 
trade  surplus  despite  a  budget  deficit 
that  is  proportionately  larger  than  that 
of  the  U.  S.  Britain  has  a  record  trade 
deficit  despite  a  large  surplus  in  the  gov- 
ernment's budget.  The  simpleminded 
"twin-deficits"  theory,  which  blames  the 
budget  deficit  for  the  trade  deficit,  is  a 
good  example  of  economists  jumping  to 
conclusions  before  they  examine  the 
evidence. 

The  U.  S.  has  a  trade  deficit  because 
the  Reagan  tax-rate  reductions  made  the 
U.  S.  a  good  place  to  invest  monev.  From 
1982  to  1984,  U.  S.  capital  outflows  fell 
from  $121  billion  a  year  to  $22  billion. 
We  became  a  "net  importer"  of  capital 
because  we  kept  our  money  at  home. 

The  same  thing  happened  in  Britain 
when  Margaret  Thatcher  dropped  the 
top  tax  rate  to  407f  from  60'>J  in  the 
March,  1988,  budget.  From  1986  to  1988, 
the  flow  abroad  of  British  capital  fell 
roughly  by  half,  from  about  £93  billion 
to  £50  billion.  As  in  the  U.  S.,  Britishers 
responded  to  the  higher  aftertax  rate  of 
return  on  their  capital  by  keeping  it  at 
home. 

CAPITAL  FLIGHT.  In  today's  world  of  in- 
ternational capital  markets,  capital  flows 
determine  trade  flows.  Countries  with 
investment  opportunities  that  attract 
capital,  whether  their  own  or  that  of 
foreign  countries,  enjoy  surpluses  in 
their  capital  account,  which  requires  off- 
setting deficits  in  their  current  account 
or  balance  of  trade. 

Countries  that  export  their  capital, 
such  as  Japan  and  West  Germany,  nor- 
mally run  trade  surpluses.  This  inverse 
relationship  between  the  capital  and 
trade  accounts  holds  regardless  of  the 
state  of  the  government's  budget. 

Contrary  to  popular  opinion,  a  surplus 
in  the  capital  account  can  be  a  sign  of 
success.  It  indicates  that  a  country  can 
attract  its  own  capital  and  that  of  for- 
eigners. In  contrast,  countries  with  trade 
surpluses  are  exporting  both  their  capi- 
tal and  their  goods. 

Many  economists  and  industry  spokes- 
men have  expressed  the  view  that  cut- 
ting the  federal  budget  deficit  would  re- 
duce the  trade  deficit.  In  all  probability, 


it  would  do  the  opposite.  If  the  U.  S 
were  to  balance  its  budget  by  controlling 
federal  spending,  investors'  confidence 
in  the  U.  S.  would  rise.  This  would  push 
up  capital  inflows  and  worsen  the  trade 
deficit. 

On  the  other  hand,  if  we  raised  tax' 
rates,  our  investment  prospects  wouldi 
worsen,  and  the  renewed  export  of  oui 
capital  would  lessen  our  trade  deficit 
In  other  words,  the  quickest  way  to  re- 
duce our  trade  deficit  is  to  adopt  policies 
that  would  cause  capital  flight  from 
the  U.  S. 

FAIR  TRADE.  The  flaw  in  the  twin-deficite 
theory  is  underlined  by  the  dollar's  rise 
in  exchange  value  during  1989.  In 
country  beset  by  twin  deficits,  what  cai 
drive  up  its  currency's  value  other  tha 
investors'  confidence? 

Many  believe  that  the  rise  in  the  dollar 
is  due  to  high  interest  rates  caused  by 
the  budget  deficit.  But  Britain,  with  itsi 
budget  surplus,  has  even  higher  interest: 
rates.  Indeed,  among  the  major  industri-  i 
al  nations,  the  U.  S.  has  the  third-lowest  t 
interest  rates,  trailing  only  Germany  and 
Japan.  |i 

The  U.  S.  ran  a  trade  deficit  from  ear 
ly  Colonial  times  to  just  prior  to  World 
War  I.  During  these  300  years  that  we 
were  a  debtor  nation — a  net  importer  of 
capital — we  progressed  from  the  status 
of  a  minor  colony  to  the  world's  stron 
gest  power.  Similarly,  for  about  20  years 
following  World  War  II,  Japan  usuall 
ran  a  trade  deficit.  One  encounters  the 
same  gloomy  prognostications  for  Ja 
pan's  future  in  the  financial  press  o 
the  early  1960s  that  we  read  today  o 
our  own. 

If  we  have  a  trade  deficit  because  w 
are  attracting  capital,  we  cannot  over 
come  it  by  driving  down  the  dollar  wit 
"exchange-rate  coordination."  A  cheape 
dollar  will  just  make  U.  S.  investmen 
even  more  attractive  to  foreigners,  wh 
will  ship  more  capital  here,  forcing  ou 
trade  deficit  higher. 

It  is  past  time  that  we  begin  to  thin 
sensibly  about  the  cause  and  implica 
tions  of  our  trade  deficit.  The  conven 
tional  wisdom  that  a  balanced  budge 
guarantees  low  inflation  and  interest 
rates  flies  in  the  face  of  the  British  evi- 
dence, where  a  large  budget  surplus] 
goes  hand  in  hand  with  the  highest  infla- 
tion and  interest  rates  in  the  industrial 
ized  world. 

In  the  bygone  days  of  national  capital! 
markets,  a  trade  deficit  may  have  sig-| 
naled  that  a  country  had  overstimulated 
its  economy,  resulting  in  a  jump  in  im- 
ports and  the  need  to  go  hat  in  hand  to 
foreigners  for  financing.  However,  to- 
day a  trade  deficit  can  be  a  sign  of  in- 
vestors' confidence  and  serve  as  a  lead- 
ing success  indicator.  il 
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"The  day  we  forget 
service  is  our  product, 
is  the  day.  ^ 
we  stop  growing." 


"At  MetCredit,  we  never 
forget  that  although  our 
business  is  the  financing  of 
equipment  and  facihties,  our 
product  is  service.  That's 
why  weVe  expanded  our 
network  of  branch  offices, 
increased  our  staff  of  highly 
skilled  professionals  and 
broadened  both  the  depth 
and  range  of  our  product 
offerings. 

MetCredit  s  success  in 
the  consistent  delivery  of 
cjuality  service  is  evidenced 
bv  the  outstanding  success 
of  our  portfolio.  .  .over  $1 
billion  in  gross  finance 
receivables,  ^rhese  results  are 
the  product  of  an  investment 
philosophy  which  asserts  that 
every  transaction  should 
make  hnancial  sense  —  not 
only  to  us,  but  more  impor- 
tantly, to  our  customers. 

Dedication,  professional- 
ism, creativity  and  most  of 
all  service.  That's  a  product 
line  to  take  us  into  the  9()s." 


George  Deehan 
Presuknt 

Chief  Operating  Officer 


METLIFE  CAPITAL  CREDIT 
-.CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum.  RO.  Box  601 
Stamford,  CT  06904  (203)  328-2844 

MetLife  Capital  Credit  Corporacion 


!  New  Jersey  Department  of  Human  Services 
vision. 

heir  vision,  public  assistance  provided  the 
aining,  job  placement,  education,  child  care, 
ther  support  that  people  need  to  reach  their 
tial. 

y  called  their  vision  REACH.  But  to  make  it  a 
I  they  needed  a  powerful  computer  and  net- 
solution  flexible  enough  to  manage  mountains 


of  data.  From  a  computer  company  committed  to 
working  with  the  State  as  a  partner  rather  than  a 
vendor 

Now  the  State  of  New  Jersey  has  that  new  reality. 
And  nearly  8,000  New  Jersey  citizens  have  reached  so 
high  that  they  no  longer  need  public  assistance  at  all. 

Know  Bull. 

1-800-233-BULL,  ext.  160.  Phone  for  our  corporate 
brochure. 
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conomic  Trends 


BY  GENE  KORETZ 


THE  GNP: 

TAKE  IT  WITH  A  LARGE 
GRAIH  OF  SALT 


According  to  the  government's  gross 
national  product  estimates,  the 
economy  has  been  relatively  robust  over 
the  past  year,  advancing  at  a  2.5%  or 
faster  clip  in  each  of  the  past  four  quar- 
ters. But  the.se  numbers  should  be  "tak- 
en with  a  large  grain  of  salt,"  advises 
Leonard  Lempert,  publisher  of  the  week- 
ly Statistical  Indicator  Report,  which 
monitors  government  economic  data. 

Lempert  notes  that  the  so-called  sta- 
tistical discrepancy,  or  gap  between  the 
two  measures  the  government  uses  to 
arrive  at  GNP  (an  output  measure  and  an 
incomes  measure)  has  been  unusually 
large  in  recent  quarters,  ranging  from 
$14  billion  to  $20  billion  in  1982  dollars, 
compared  with  an  average  of  $3  billion 
to  $7  billion  in  earlier  quarters. 

Such  large  discrepancies  don't  neces- 
sarily mean  that  future  GNP  revisions 
will  be  large,  says  Lempert,  but  they  do 
suggest  that  recent  GNP  numbers  em- 
body a  high  degree  of  uncertainty.  As 
the  government  noted  some  years  ago: 
"Greater  confidence  can  be  attached  to 
the  value  of  national  income  and  product 
totals  if  the  size  of  the  discrepancy  is 
small  than  if  it  is  large." 


IS  IT  TIME 

TO  BUST  THE  POSTWAR 
BEHEFITS  BOOM? 


Employees  like  fringe  benefits  be- 
cause they're  not  counted  as  taxable 
income  by  the  government.  Employers 
like  them  because  they  raise  employee 
contentment.  And  society  comes  out 
ahead  because  many  Americans  wind  up 
with  pension  protection,  health  and  life 
insurance,  and  other  benefits  that  they 
might  not  otherwise  enjoy. 

Whatever  the  appeal  of  the  benefits 
boom  in  the  past,  however,  it  makes  less 
sense  in  an  era  of  $150  billion  federal 
deficits,  contends  economist  Alicia  H. 
Munnell  of  the  Federal  Reserve  Bank  of 
Boston  in  the  current  issue  of  the  New 
England  Ecoriornic  Review.  The  growth 
of  fringe  benefits,  she  notes,  is  "the  ma- 
jor source  of  erosion  of  the  personal  in- 
come-tax base  and  also  markedly  lowers 
Social  Security  payroll  tax  revenues." 

The  trend  is  clear.  From  19.50  to  1987, 
voluntary  employer-sponsored  benefits, 
which  are  provided  on  either  a  tax-free 
or  tax-deferred  basis  to  wage  earners, 


jumped  from  2.9%  to  9.2%  of  workers' 
total  compensation — and,  as  the  chart 
below  shows,  these  benefits  would  have 
reached  10.3%  were  it  not  for  the  stock 
market  boom,  which  allowed  employers 
to  cut  back  pension  funding  temporarily. 
If  fringes  had  been  counted  as  taxable 
income,  notes  Munnell,  income-tax  reve- 
nues in  fiscal  1989  would  have  been  an 
estimated  $80  billion  higher  and  payroll 
tax  receipts  would  have  been  $37  billion 
higher.  By  fiscal  1993,  comparable  reve- 
nue losses  are  projected  to  hit  $116  bil- 
lion and  $55  billion. 

For  a  variety  of  reasons,  pension  and 
life-insurance  benefits  appear  to  be  sta- 
bilizing as  a  percent  of  compensation, 
notes  Munnell.  But  health-benefit  costs 
are  rising  inexorably,  and  Congress  has 


THE  RELENTLESS  GROWTH 
OF  FRINGE  BENEFITS 


i  PENSIONS  AND  PROFIT-SHARING* 
'  HEALTH  INSURANCE 
j  OTHER" 


'50  '60  70 
A  PERCENT  OF  TOTAL  COMPENSATION 


'87 


•PRIVATf,  CIVIL  SERVICE, 
DATA:AUCIAH.MUNNEIC  AND  MILITARY  PENSIONS 

FEDERAL  RESERVE  BANK  OF  BOSTON    "INCIUDES  GROUP  UFE  INSURANCE 


approved  a  growing  list  of  additional 
benefits,  including  employee  stock-own- 
ership plans,  prepaid  legal  services,  edu- 
cational assistance,  child  and  dependent 
care,  cafeteria  plans,  and  401(k)  plans. 

This  trend  is  worrisome  not  only  be- 
cause it  hampers  efforts  to  reduce  the 
budget  deficit,  but  also  because  it  by- 
passes the  large  number  of  workers  who 
receive  all  or  most  of  their  compensation 
in  the  form  of  taxable  cash  wages.  Only 
about  half  of  the  work  force  is  covered 
by  pension  plans,  for  example,  and  only 
30%  of  part-time  workers  are  covered  by 
employer-sponsored  health  insurance. 
Moreover,  employment  is  growing  fast- 
est in  low-wage,  low-benefit  industries 
such  as  retail  trade  and  services.  "The 
continuing  expansion  of  untaxed  bene- 
fits thus  raises  serious  equity  issues  as 
well  as  fiscal  problems,"  says  Munnell. 

The  critical  question,  she  argues,  is 
not  how  to  cut  back  the  benefits  already 
in  place — a  politically  difficult  and  social- 
ly undesirable  feat — but  how  to  check 
their  future  growth  and  thus  stop  the 
continuing  erosion  of  the  tax  base.  Her 
own  suggestion  is  to  limit  the  percent- 


age of  compensation  that  can  be  exemp 
from  taxation  to  about  15%- — a  percent 
age  high  enough  that  most  current  bene 
fit  structures  wouldn't  be  affected. 

Such  a  limit,  says  Munnell,  "woul 
force  both  employers  and  employees  i 
the  future  to  carefully  compare  the  ac 
vantages  of  alternative  benefits  rathe 
than  simply  pile  one  benefit  on  top 
another." 


STROHGER  SIGHS 
OF  A  SLOWDOWH 
AT  HOME . . . 


What  do  primary  metals,  chemical; 
autos,  paper,  and  lumber  have  i 
common?  According  to  economist  Bu: 
ton  Zwick  of  Kidder,  Peabody  &  Co 
each  of  these  manufacturing  Industrie 
is  more  cyclical  than  the  economy  as 
whole  and  has  almost  invariably  weal 
ened  before  the  onset  of  the  seven  pos 
war  recessions  (excluding  the  shor 
lived,  atypical  1980  downturn). 

That  pattern  is  significant  becaus 
Kidder  Peabody's  analysts  have  note 
recently  that  demand  has  slowed  appn 
ciably  in  all  of  these  industries.  In  add 
tion,  they  report  weakness  in  a  numbe 
of  other  industries,  such  as  petroleun 
publishing  (classified  advertising),  an 
machinery  makers  catering  to  the  hou 
ing,  consumer-durables,  and  commercia 
construction  markets. 

"The  anecdotal  evidence  of  wid 
spread  sluggishness,"  says  Zwick,  "su 
gests  that  a  broad  economic  slowdow 
has  finally  arrived." 


...  ARE  BEIHG 
ECHOED  BY 
IHDiaTORS  ABROAD 


Fears  are  growing  that  tight  overse^Ti 
monetary  policies  combined  wit 
slackening  U.  S.  growth  could  lead  to 
significant  slowdown  in  the  global  ec 
nomic  expansion.  The  latest  omen  is  tl 
Conference  Board's  International  Ec 
nomic  Scoreboard,  which  shows  the  cor 
posite  leading  index  for  11  major  indu 
trial  nations  growing  at  a  1%  annu  ii 
rate,  compared  with  a  4%  pace  just  thn 
months  ago. 

While  most  countries'  leading  econorft^ 
ic  indicators  have  lost  steam  recentl 
those  of  Canada,  Britain,  and  Austral 
seem  particularly  weak.  Still,  the  Confe 
ence  Board  notes  that  since  few  of  tl  ' 
national  leading  indicators  are  actual 
declining,  the  Scoreboard's  latest  readir 
is  more  consistent  with  a  pending  sIoa 
down  than  an  outright  downturn. 
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Some  nights  you  don't  want 
to  end. 

And  there  is  an  art  to  moments 
like  these  called  the  art  of  lingering. 

An  art  which  achieves  its  > 
finest  expression  with  great  ; 
friends,  great  conversation  'g 
and  the  greatest  of  all  liqueurs. 

B&B. 

A  soft,  subtle,  intriguing 
taste  specially  created  for  times 
like  these. 


LIQUEUR 


md  a  gift  of  B&B  anywhere  in  ttie 

A  wlierelegaf.diaM-800-BE-THERE.  ' 
Buckingham  Wile  Company,  Lake  Success,  N.Y.  ©1989. 40%  Ale.  by  Vol. 
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In  a  city  where  image  can  be  everything, 


PLAIN  PAPER  FAXES  ARE  TURNING  UP  EVERYWHERE. 


In  Washington,  how  you  look  can  be  just 
as  important  as  what  you  say. 

Which  is  one  reason  plain  paper  faxes  are 
becoming  so  popular  there. 

A  plain  paper  fax  prints  on  paper  that  not 
only  looks  better  than  ordinary  fax  paper,  it 
feels  better  And  it  won't  curl,  smear,  or  fade. 
Even  after  years  of  storage. 

Not  all  plain  paper  faxes  are  alike,  how- 
ever With  Canon's  exclusive  UHQ™  imaging 
technology,  you  send  images  that  are  far 
more  precise  than  those  sent  on  conven- 
tional plain  paper  faxes.  Every  part  of  your 
document,  from  the  smallest  type  to  photos 
and  complex  graphics,  will  arrive  faithful  to 
the  original  every  time. 

And  with  a  high-volume  FAX-850  control- 
ling a  network  of  FAX-630s,  you  can  have 
the  advantages  of  plain  paper  everywhere. 

Call  1-800-OK  CANON.  See  how  Canon 
Plain  Paper  Faxes  can  make  you  look  better 


Canon 


FAX 


Communicating  Quality 


PLAIN 
PAPER 
FACSIMILE 


THE      PENINSULA      HONG  KONG 


Tlie  Peninsula  ^  C  ''Hong  Kong 
60  Years  Diamond  Annivcrsar}' 


"ThFJeadm^Hxels  oflhtfSVbrid 

The  U-ading  Hcuclsol  ihe  W>rld 
Tollfrtc  (800)  223  6800 


fOTtlS 


The  Peninsula 

ftongKong 


Prtferrcti  Holds  Wiirlfhvitic 
Tf.Ufrcc  (800)  323  7500 


Sicigcnbcrger  Resen-aiion  Scnice 
T<illfrec(800)  223  5652 


PenInsula 
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36B-CA 


b6  by  "Business  Traveller",  one  of  our  Riojas 
Dsen  as  the  best  wine  served  b/  the  24  most 
int  airlines.  In  addition  we  piCKed  up  the 
>ce  Award  from  the  Intenational  Food,  Wine 
Writers  Association. 


It's  these  impeccable  standards  that  make  Iberia's 
Grand  Class  a  unique  experience. 

Call  your  travel  agent  or  1  -800-SPAIN-IB.  /gy 


WARM  TO  THE  EXPERIENCE 
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5ERV IN  6 


How  important  is  your  business 
to  your  business  bank? 


Your  company,  regardless  of  its 
size,  merits  individual  attention 
from  your  bank. 
After  all,  you're  the  customer 
The  business  banking  officers 
at  First  Interstate  Bank  of 
California  recognize  the  unique 
nature  of  your  business.  And 
know  how  to  devise  innovative 
solutions  for  your  financial  needs. 

35D-CA 


And  have  the  authority  to  act 
quickly  on  requests. 

In  addition,  you  can  call  on 
them  as  your  company  grows 
and  your  financial  needs  become 
more  complex.  Because  at  First 
Interstate,  you  have  access  to 
cash  management,  commercial 
real  estate  financing,  and  invest- 
ment and  trust  services. 


Don't  wait  arouna  for  the  service 
you  deserve.  V^sit  your  nearest 
First  Interstice  office. 


First 

Interstate 

Bank 

We  go  thi  extra  mile  for  you? 

Member  FDIC 


Car 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


BEHIND  THE  GOOD  NEWS  ON  GROWTH, 
RED  FLAGS  ARE  WAVING 


:ONSUMERS  SPLURGED 
LAST  QUARTER 


CONSUMER 
SPENDING 

_  □  TOTAL   

□ NONAUTO 


r89  II  111 

4  QUASTERLY  PERCENT  CHANGE, 
ANNUAL  RATE 

DATA.  COMMERCE  DEPT.,  BW 


The  expansion  faces  some  tough  sledding  this  win- 
ter. The  economic  slowdown  hasn't  changed  direc- 
tion in  the  current  quarter,  and  its  impact  will  be 
'elt  well  into  the  new  year.  The  resilient  service  sector  is 
aking  up  some  of  the  slack,  but  manufacturing  is  get- 
ing  hammered  by  growing  sluggishness  in  demand  for 
roods — both  at  home  and  abroad. 

That  weakness  helps  the  outlook  for  inflation,  at  least 
n  the  goods-producing  economy.  But  continued  increases 
n  employment  costs — for  both  wages  and  benefits — 
hreaten  to  make  overall  inflation  a  sticky  problem,  be- 
ause  costs  in  the  service  sector  are  still  rising  rapidly. 

On  the  surface,  the  Com- 
merce Dept.'s  initial  estimate  of 
a  2.5%  rise  in  last  quarter's  real 
gross  national  product  hardly 
pictures  an  economy  that's  la- 
boring. That  gain  matched  the 
second-quarter  pace,  and  it  was 
led  by  exceptionally  strong  con- 
sumer spending  (chart). 

Looking  deeper,  key  sources 
of  demand  continued  to  lose 
steam,  while  inventory  growth 
.ccelerated — perhaps  involuntarily.  Business  investment 
1  equipment  slowed  sharply  last  quarter.  Defense 
pending,  although  up,  remained  in  a  slowing  trend.  And 
or  the  first  time  in  more  than  three  years,  exports 
idn't  grow  at  all. 

All  this  is  falling  back  on  manufacturing.  The  National 
i.ssociation  of  Purchasing  Management's  index  of  fac- 
ory  activity  rose  to  47.6%  in  October  from  46%  in  Sep- 
ember,  but  it  remained  below  the  key  50%  level  for  the 
ixth  consecutive  month.  A  reading  below  50%  means 
hat  factory  business  is  declining. 

SALES  OF       Consumers,  the  economy's  most  impor- 
CARSAND      tant  source  of  demand,  kept  GNP  afloat 
HOMES  ARE    j^st  quarter.  Real  consumer  spending 
SLUMPING     Yose  at  an  annual  rate  of  5.8%  in  the  third 
uarter,  the  strongest  pace  in  six  quarters.  But  it  won't 
upply  nearly  as  much  buoyancy  this  quarter. 
Car  sales,  boosted  by  lavish  summer  incentives, 
umped  up  last  quarter's  numbers.  Spending  this  quar- 
er  will  slack  off  considerably,  since  car  buying  in  Octo- 
■er  has  already  fallen  back  dramatically. 

Outlays  for  housing-related  items  may  suffer,  too. 
■ales  of  new  single-family  homes  plunged  14%  in  Sep- 
ember  to  an  annual  rate  of  618,000,  after  sliding  3.1%  in 
lugust.  That  was  the  sharpest  drop  since  January,  1982, 


during  the  early  months  of  the  last  recession.  Sales  are 
10.2%'  below  last  year. 

Although  spending  is  set  to  slow  down,  consumers  will 
remain  a  positive  force  in  the  expansion.  Excluding  au- 
tos,  real  consumer  spending  rose  a  sturdy  3.7%  in  the 
third  quarter.  Outlays  for  nondurable  goods  rose  4%, 
and  purchases  of  services  were  up  4.2%'.  Further  gains 
this  quarter,  if  smaller,  are  a  good  bet.  The  Conference 
Board  reports  that  consumer  confidence  held  at  a  high 
level  in  October.  And  income  growth  remains  healthy. 

Personal  income  rose  only  0.3%  in  September,  to  an 
annual  rate  of  $4,469.2  billion.  But  Hurricane  Hugo  was 
partly  to  blame  for  the  weak  performance:  It  reduced 
earnings  growth  by  $13  billion,  according  to  Commerce, 
mostly  because  of  lost  rental  income.  Otherwise,  the 
gain  would  have  been  0.6%. 

For  the  entire  third  quarter,  real  disposable  income — 
earnings  excluding  inflation  and  taxes — bounced  back 
from  a  poor  showing  in  the  second  quarter.  They  rose  at 
an  annual  rate  of  4.8%^,  after  a  gain  of  only  0.8%  in  the 
previous  quarter  when  tax  payments  took  an  unusually 
large  bite.  During  the  first  three  quarters  of  1989,  real 
income  has  risen  at  a  4%  annual  rate,  no  slowdown  from 
the  4%  pace  posted  during  all  of  1988. 

THE  TRADE     With  domestic  demand  slowing,  there's 

GAP  YAWNS    more  pressure  on  foreign  trade  to  help 
keep  the  economy  moving.  However,  the 

WIDER  most  disturbing  part  of  last  quarter's 

GNP  report  was  the  dramatic  widening  of  the  real  trade 
deficit — the  gap  for  both  goods  and  services  adjusted  for 
price  changes.  It  ballooned  to  $74.1  billion  from  $51.2 
billion  in  the  second  quarter.  All  of  the  increase  reflected 
rising  imports,  while  exports  failed  to  grow. 

Even  more  troubling:  Imports 
continue  to  increase  their  share 
of  domestic  markets  (chart). 
BUSINESS  WEEK  estimates  that 
imported  goods  as  a  percentage 
of  domestic  demand  rose  to  a 
record  26.2%  last  quarter.  Al- 
though the  share  of  imported 
consumer  goods,  excluding  cars 
and  food,  seems  to  have  leveled 
off,  imported  capital  goods  are 
grabbing  an  ever  larger  share. 

One  reason  is  that  foreigners  have  been  holding  the 
line  on  price  increases.  Another  is  the  dollar's  10.9%'  rise 
since  the  end  of  last  year.  So  imports  are  still  attractive: 
The  government's  import  price  index,  excluding  fuels. 


IMPORTS  ARE  STILL 
TAKING  A  BIG  BITE 


IMPORTS  OF  GOODS 
AS  A  PERCENTAGE  OF 
DOMESTIC  DEMAND 


'86  '87  '88  8 
A  PERCENT 

DATA:  COMMERCE  DEPT..  BW 
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fell  in  both  the  second  and  third  quarters.  And  during 
the  past  year,  prices  of  nonfuel  imports  have  risen  only 
1.3%.  By  contrast,  there  has  been  a  4.1%  advance  in 
producer  prices  for  similar  domestically  made  goods. 

Stubborn  U.  S.  demand  for  imports  makes  export 
growth  crucial  in  shrinking  the  trade  gap.  But  exports 
are  also  feeling  some  effects  of  the  dollar's  recent 
strength.  The  NAPM  repoiled  that  only  19%  of  its  export- 
ing companies  saw  an  increase  in  their  foreign  orders  in 
October,  down  from  27%'  in  September. 

Foreign  economies  may  be  facing  a  slowdown.  The 
September  reading  of  the  Conference  Board's  leading 
index  of  world  growth,  a  composite  of  data  from  11 
industrial  countries  designed  to  forecast  the  world  busi- 
ness cycle,  showed  widespread  signs  of  an  impending 
slowdown.  The  government's  leading  index  continued  to 
point  to  sluggishness  in  the  U.  S.  economy.  It  rose  only 
0.2%  in  September  and  is  0.8%  below  its  January  peak. 

I LABOR  Sluggish  demand  is  improving  the  out- 

COSTS  look  for  inflation,  but  rising  labor  costs 

WILL  FUEL  retard  progress  next  year.  Employ- 

INFLATION  rnent  costs  in  the  third  quarter  increased 
4.7%  from  a  year  earlier.  Labor  cost  growth  has  held 
fairly  stable  during  the  past  year,  but  it  shows  few  signs 
of  slowing  down. 

Slower  growth  in  benefits  and  a  flattening  of  wage 
gains  accounted  for  that  stability.  In  the  third  quarter, 
outlays  for  benefits  rose  6%  from  a  year  ago.  That's 
down  from  a  6.7%  rise  four  quarters  earlier,  but  that 
jump  was  fueled  by  last  year's  5%  boost  in  employers' 
contributions  to  Social  Security  taxes.  This  year,  rising 
health  care  costs  are  running  up  the  benefits  price  tag. 

Wage  growth,  up  4.4%  for  all  workers  in  private  indus- 
try in  the  third  quarter,  seems  to  have  reached  a  pla- 
teau. That's  especially  true  in  manufacturing,  where  the 
slowdown  in  the  economy  is  concentrated.  Factory 
wages  are  up  just  3.6%  from  last  year,  not  much  differ- 


ent from  their  3.3%'  advance  of  a  year  ago.  Slackening 
demand  for  labor  is  holding  down  wage  gains  for  manu- 
facturing workers. 

Growth  in  benefits  in  the  factory  sector  is  also  slow- 
ing, but  again,  that's  partly  the  result  of  last  year's 
Social  Security  tax  jump.  Third-quarter  nonwage  labor 
costs  increased  6%,  on  a  year-over-year  basis,  down  from 
the  8%  pace  of  a  year  ago.  The  slowdown  in  labor  costs 
in  manufacturing  ensures  that  inflationary  pressures  on 
the  goods  side  of  the  economy  will  keep  easing. 

In  the  service  sector,  howev- 
er, tight  labor  markets  will  keep 
upward  pressure  on  labor  costs. 
In  addition,  the  planned  hike  in 
the  minimum  wage,  from  $3.35 
per  hour  to  $3.80  in  1990  and 
$4.25  in  1991,  will  affect  service 
wages  more  than  pay  for  manu- 
facturing workers. 

Total  compensation  costs  at 
service  companies  rose  5.4%-  in 
the  third  quarter,  up  from  their 


BENEFITS  OUTPACE 
WAGES  IN  SERVICES 


A  PERCENT  CHANGE  F80M  A  YEAR  AGO 
DATA:UBOR  DEPT.,  EW 


4.4%  increase  a  year  earlier.  As  in  other  sectors,  benefits 
are  growing  much  faster  than  wages  (chart).  In  the  third 
quarter,  nonwage  compensation  rose  6.8%',  while  salaries 
increased  4.8%>. 

The  split  between  services  and  manufacturing  is  also 
apparent  in  union  contracts.  Major  bargaining  agree 
ments  signed  during  the  first  nine  months  of  1989  cal 
for  a  3.7%  pay  raise  in  the  first  year  of  the  contracts 
Wage  adjustments  for  service  workers  will  average 
4.3%',  compared  with  3%  for  factory  union  members. 

Clearly,  service  companies  will  have  to  get  a  rein  on 
labor  costs  if  service  inflation  is  to  edge  down  from  its 
current  5%-  annual  rate.  That  objective  will  be  easier  if 
the  economy  continues  to  wind  down.  And  given  the 
combination  of  sluggish  demand  and  weakness  in  manu- 
facturing, slower  growth  next  year  looks  like  a  good  bet 


THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Tuesday,  Nov.  7 

Consumers  probably  took  on  about  $3 
billion  more  in  consumer  credit  than 
they  paid  off  in  September.  Part  of  the 
debt  increa.se  will  reflect  strong  new-car 
sales  in  August.  Auto  loans  recorded  for 
that  month  rose  a  weak  $399  million; 
financing  for  new  cars  bought  in  August 
will  show  up  in  the  September  data.  Re- 
volving credit,  up  a  robust  $3.6  billion  in 
August,  will  probably  post  another 
healthy  advance  in  September.  That's  in- 
dicated by  increases  in  September  retail 
sales  of  nonauto  durable  goods  and  sales 
at  department  stores  and  gasoline  sta- 
tions. After  slowing  in  the  spring,  con- 
sumer credit  appears  to  be  growing  rap- 


idly again.  In  August,  consumer  credit 
expanded  by  $3.5  billion. 

PRODUCER  PRICE  INDEX  

Thursday,  Nov.  9,  8:30  a.m. 
Producer  prices  for  finished  goods  prob- 
ably rose  a  moderate  0.3%  in  October, 
after  advancing  a  sharp  0.9%'  in  Septem- 
ber. However,  the  September  gain  re- 
flected large  increases  in  energy  and 
new-car  prices.  Those  jumps  are  unlikely 
to  be  repeated  in  October.  The  longer- 
term  outlook  for  inflation  at  the  produc- 
er price  level  should  get  a  boost  from  an 
expected  small  rise  in  the  prices  for  in- 
termediate goods.  Slower  price  rises  for 
these  items  are  a  result  of  the  factory 
sector's  reduced  demand  for  supplies 
and  materials.  Prices  for  nonfood,  non- 


energy  intermediate  goods  rose  just 
0.1%'  in  September,  after  falling  in  each 
of  the  three  previous  months. 

INITIAL  UNEMPLOYMENT  CLAIMS 


Thursday,  Nov.  9,  8:30  a.m. 
New  claims  for  state  unemployment 
benefits  probably  stood  at  an  annua! 
rate  of  345,000  for  the  week  ended  Oct. 
28.  Jobless  claims  skyrocketed  to 
396,000  annual  pace  in  early  October  and 
then  fell  back  to  332,000  for  the  weeli 
ended  Oct.  14.  Hurricane  Hugo  in  the 
Southeast  and  a  telephone  workers 
strike  in  New  York  boosted  claims.  How- 
ever, filings  will  remain  high  for  the  rest 
of  October  because  damage  from  the 
Oct.  17  earthquake  has  closed  some 
Northern  California  businesses. 
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At  last!  Anew 
HP  LaserJet 


just  for  you. 


The  new 
HP  LaserJet  IIP 
printer.  ,  .• 


At  only  $1495;  it's  got 
your  name  on  it. 

The  HP  LaserJet  printer  family 
has  expanded -ir\  a  small  way. 

The  new  HP  LaserJet  IIP  fits 
right  on  your  desk.  And  com- 
fortably into  most  budgets. 
(It's  almost  half  the  price  of  the 
powerful  LaserJet  Series  II* 
—the  printer  of  choice  for 
sharing  or  handling  heavier 


workloads.)  And  it's 
compatible  with  the 
LaserJet  Series  II  and  vir 
tually  all  popular  PC  software 

So  now  you  can  produce  text 
and  graphics  to  be  proud  of 
Riglit  on  the  spot.  Instead  of 
down  the  hall  at  the  secretarial 
pool  or  on  a  PC  network. 

Those  polished,  professional 
presentations,  letters  and 


documents  emerge  at  a 
four  pages  a  minute. 
So  call  1-800-752-0900, 
Ext.  277J  for  your  nearest 
authorized  HP  dealer  And  get 
an  HP  LaserJet  IIP  of  your 
very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


•Suggested  US.  list  prices:  LaserJet  IIP  $1495,  LaserJet  Series  II  $2K93,  Dealer  prices  \ary 
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GETTING 
BEHIND  GORBY 

THE  SUMMIT'S  MAIN  TOPIC  WILL  BE  HOW  THE  WEST 
CAN  HELP  PERE5TR0IKA  SUCCEED 


George  Bush  may  prefer  to  char- 
acterize his  first  face-to-face 
meeting  as  President  with  Soviet 
President  Mikhail  S.  Gorbachev  as  some- 
thing less  than  a  "summit."  But  whatev- 
er Bush  calls  the  Dec.  2-3  meeting 
aboard  U.  S.  and  Soviet  warships  in  the 
Mediterranean,  the  session  will  be  pivot- 
al. It  marks  a  significant  shift  in  the 
Administration's  stance  toward  Gorba- 
chev and  his  program  for  change — from 
fascinated,  if  wary,  observer  to  some- 
thing not  far  short  of  outright  advocate. 

Next  month's  encounter  will  be  domi- 
nated by  the  economic  reforms  and  up- 
heavals sweeping  Europe.  The  swelling 
revolt  against  both  communism  and  So- 
viet domination  in  Eastern  Europe 
forced  Bush  out  of  his  cautious  crouch 
and  into  a  much  more  active  role  in  pro- 
moting the  success  of  perestroika.  That 
means,  among  other  things,  that  the 
U.  S.  and  the  Soviet  Union  can  talk  seri- 
ously about  how  the  U.  S.  can  support 
Gorbachev's  flagging  reforms.  "This  will 
become  a  summit  to  work  out  ways  to 
help  the  Soviets,"  says  Ed  A.  Hewett,  a 
Brookings  Institution  expert  on  the  Sovi- 
et Union. 

BACKLASH.  Bush's  move  reflects  a  deci- 
sion that  it's  less  risky  to  help  Gorba- 
chev than  to  leave  him  to  fend  for  him- 
self. What  Bush  hopes  to  help  avert  is  a 
conservative  Soviet  backlash  brought  on 
by  perestroika' s  failure,  or  events  in 
Eastern  Europe  that  seem  to  threaten 
Soviet  security.  That  could  wash  away 
all  the  easing  in  East-West  tensions  that 
has  taken  place  under  Gorbachev. 

At  least  for  now,  the  President's  sur- 
prise announcement  has  ended  dissen- 
sion within  the  Administration  over  how 
to  approach  perestroika.  The  shift  in 
policy  is  a  triumph  for  Secretarj'  of 
State  James  A.  Baker  III.  When  he  met 
in  September  with  Soviet  Foreign  Minis- 
ter Eduard  A.  Shevardnadze,  Baker 
made  the  first  move  from  low-key  ac- 
commodation to  active  cooperation  in  re- 
.'iriTi.  But  the  President  continued  to 


face  criticism  for  timidity  in  dealing  with 
the  challenge  of  Eastern  Europe,  and 
the  politically  savvy  Baker  decided  it 
was  time  for  a  broad  change  in  Adminis- 
tration policy.  Now,  trade  relations  and 
technical  help  for  Soviet  economic  re- 
forms will  be  looked  at  with  a  fresh  eye. 
NAYSAYERS.  The  new  spirit  hasn't  won 
unanimous  support  within  the  Adminis- 
tration. Hardliners,  among  them  De- 
fense Secretary-  Richard  B.  Cheney  and 
Deputj'  National  Security-  Ad\iser  Rob- 
ert M.  Gates,  still  believe  that  Gorba- 
chev is  likely  to  fail  and  may  revert  to 
repression.  In  this  \iew,  the  U.  S.  has 
just  bought  a  first-class  berth  on  a  sink- 
ing ship.  "What  worries  me  is  that  we've 
begun  to  substitute  the  idea  of  helping 
Gorbachev  for  the  idea  of  promoting 
change  in  the  Soviet  Union,"  says  Frank 
Gaffney,  a  former  top  Pentagon  official. 

Conservatives  worrj-  that  in  his  em- 
brace of  Gorbymania,  the  President  will 
strike  expedient  bargains  on  arms  con- 
trol and  technology  transfers.  And 
when,  they  say,  reforms  inevitably  col- 
lapse and  the  Soviets  revert  to  Cold  War 
form,  the  West  will  be  in  a  weakened 
position.  "We're  paying  for  the  advance- 
ment of  Soviet  foreign  policy,  not  for 
historic  reforms,"  says  Howard  Phillips, 
chairman  of  the  Conserv'ative  Caucus. 

But  waiting  and  watching  had  ceased 
to  be  an  option  for  Bush.  The  President 
could  contain  steady  criticism  from  Dem- 
ocrats that  his  Administration  was  too 
timid.  But  the  changes  sweeping  Europe 
threatened  to  wash  away  Bush's  ability 
to  lead  a  Western  alliance  whose  other 
members  were  far  more  willing  to  em- 
brace Gorbachev.  As  one  senior  State 
Dept.  official  puts  it;  "The  consequence 
of  passivity  is  that  we  are  losing  control 
over  what  our  allies  will  do." 

Poland's  steps  toward  democracy, 
Hungar\-'s  \irtual  abolition  of  the  Com- 
munist Partj",  and  the  sudden  vision  of  a 
reunified  Germany  have  left  observers 
wondering  just  how  long  Europe's  post- 
war geography  will  remain  intact.  West- 
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BUSH  AND  GORBACHEV  HAVE  A  lOT  TO  DISCUSS 


EASTERN  EUROPE  Bush  will  sound  out  the  Soviet  leader  on  the  direction  of  political  changes  in 
the  region.  In  paiticular,  Bush  will  want  to  indicate  his  support  for  further  easing  of  political 
restraints.  The  President  is  also  likely  to  explore  Moscow's  plans  for  econoinic  ties  to  East- 
ern Europe  and  the  outlook  for  trade  and  economic  assistance 

PERESTROIKA  Bush  has  embraced  Gorbachev's  economic  reforms  as  being  in  the  U.S.  inter- 
est. The  leaders  will  probably  discuss  ruble  convertibility,  inflation  controls,  and  ways  to  es- 
tablish market  mechanisms.  Bush  will  explore  possible  technical  help  that  the  U.S.  can  pro- 
vide, such  as  advice  on  improving  Soviet  economic  statistics 

MILITARY  SECURITY  The  timing  may  be  right  for  the  leaders  to  boost  efforts  under  way  to 
reach  an  agreement  scaling  back  NATO  and  Warsaw  Pact  conventional  forces  in  Europe. 
Bush  and  Gorbachev  have  yet  to  agree  on  what  troops  and  armaments  to  cut,  and  they're 
short  of  time  for  reaching  an  agreement  by  mid-1990,  as  both  have  pledged  to  do 

TRADE  Gorbachev  may  be  able  to  tell  Bush  when  the  new  Soviet  legislature  will  be  ready  to 
codify  new  rules  on  emigration.  Then  Bush  will  move  to  waive  Jackson- Vanik  restrictions  on 
Soviet  exports  to  the  U.S. 

GETTING  ACQUAINTED  The  Mediterranean  meeting  will  be  the  first  time  the  leaders  square  off 
in  person  since  Bush  was  sworn  in  as  President  last  January.  The  agenda  will  allow  Bush  and 
Gorbachev  to  confer  in  close  quarters  on  a  U.S.  ship  one  day  and  a  Soviet  vessel  the  next 
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ern  European  leaders,  who  until  recently 
were  focusing  on  the  planned  1992  eco- 
nomic union  of  12  countries,  are  now 
grappling  with  the  prospect  of  a  united 
Europe  bridging  East  and  West,  capital- 
ism and  socialism,  and  stretching  from 
the  Atlantic  to  the  Urals  (page  43).  At 
about  the  time  Bush  and  Gorbachev  get 
together,  the  European  Community  is 
expected  to  conclude  a  new  omnibus 
pact  with  the  Soviets  on  trade  and  envi- 
ronmental issues. 

Gorbachev,  too,  helped  force  Bush's 
hand.  He  has  granted  the  West  what  it 
has  sought  for  40  years:  an  end  to  Soviet 
interference  in  the  internal  affairs  of 
Eastern  Europe.  In  doing  so,  he  has 
forced  the  West  to  share  responsibility 
for  the  fate  of  Poland,  Hungary,  and 


may  face  even  greater  than  usual  short- 
ages this  winter.  And  the  nation's  health 
care  system  is  crumbling  as  labor  unrest 
continues,  especially  in  coal  mines. 

Gorbachev  faces  political  challenges 
as  well.  Some  Western  analysts  expect 
that  regional  elections  in  the  Baltic  re- 
publics early  next  year  will  lead  to  a 
push  for  outright  independence  from 
the  Soviet  Union.  That  might  spark  a 
domestic  crisis  by  reigniting  ethnic  and 
nationalist  uprisings  that  could  prompt  a 
long-predicted  Kremlin  crackdown.  Sovi- 
et officials  are  already  hinting  that  in 
order  to  make  the  painful  transition  to  a 
market  economy  and  democracy,  Gorba- 
chev may  first  have  to  take  such  repres- 
sive measures  as  limiting  newfound 
press  freedoms  and  suppressing  increas- 
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INTERNAL  DISSENT  IS  ESCALATING  RAPIDLY 


other  countries  in  the  Warsaw  Pact. 

Still,  Bush's  new  stance  is  far  more 
than  a  mere  defensive  tactic.  Peres- 
troika  has  yet  to  produce  any  discern- 
ible economic  improvement  at  home  for 
the  Soviets,  and  the  toughest  steps  of 
moving  the  Soviet  Union's  socialist  econ- 
omy to  a  market-oriented  system  are 
still  to  come  (page  46).  Gorbachev  has 
made  foreign  policy  concerns,  from  Cam- 
bodia to  Afghanistan  to  Latin  America, 
secondary  to  his  goal  of  economic  re- 
form. The  initially  cautious  Baker  now 
thinks  Gorbachev's  promise  to  trans- 
form the  Soviet  Union  from  a  military 
machine  to  a  consumer  economy  could 
make  Moscow  a  less  aggressive  rival. 

Before  the  budding  detente  bears 
fruit,  however,  the  going  will  only  get 
rougher  for  Gorbachev  and  the  Soviet 
economy.  Despite  a  near-record  grain 
harvest  this  year,  the  Soviet  Union's 
transportation  and  distribution  system  is 
in  such  disarray  that  Soviet  consumers 


ingly  frequent  public  demonstrations. 

That's  why  White  House  disclaimers 
that  the  Mediterranean  cruise  is  nothing 
more  than  a  "get  acquainted"  session 
are  about  as  bankable  as  the  ruble.  Bush 
is  obviously  trying  to  lower  expectations 
in  advance  in  order  to  magnify  any  ac- 
complishments. But  inside  the  White 
House,  there  is  growing  excitement  and 
recognition  that  the  stakes  are  very 
high.  The  two  leaders  are  under  great 
pressure  to  find  a  common  approach  to 
manage  stability  in  Europe.  "There's  a 
risk  that  things  can  run  out  of  control," 
says  an  adviser  to  West  German  Chan- 
cellor Helmut  Kohl. 

Eastern  Europe  is  at  the  top  of  the 
agenda  (table).  Even  the  hint  of  a  U.  S. 
effort  to  exploit  political  changes  to 
weaken  the  Warsaw  Pact  could  provide 
Gorbachev's  Kremlin  opponents  with 
ammo  for  a  crackdown.  Alexei  G.  Arba- 
tov,  a  Soviet  disarmament  expert,  warns 
that  Washington  "must  refrain  from 


any  actions  that  could  destabilize  the  i 
uation."  That  will  mean  coordination 
tween  Bush  and  Gorbachev  on  econor 
aid  and  Western  involvement  in  East( 
Europe's  fledgling  democracies. 

Then  there's  arms  control.  Bush  s£ 
he'll  reserve  weapons  discussions  : 
next  year's  formal  summit,  insisting  tl 
the  December  powwow  "isn't  going 
be  an  arms-control  meeting."  But  Gor 
chev  hasn't  failed  yet  to  seize  a  char 
to  talk  arms  control.  And  any  discuss: 
of  Eastern  Europe  must  now  incli 
plans  for  scaling  back  NATO  and  Wars; 
Pact  conventional  forces. 

In  fact,  the  seaborne  summit  provic 
a  perfect  forum  for  the  leaders  to 
solve  differences  over  conventional-foi 
reduction  that  both  have  pledged 
wrap  up  by  mid-1990.  But  Bush  must 
extra  careful  in  his  approach  to  the 
sue.  At  the  last  hastily  planned  sup 
power  summit — the  Reykjavik  meeti 
of  three  years  ago — Ronald  Reagan  u 
laterally  offered  to  slash  the  nuck 
missiles  that  make  up  the  core  of  NAT 
defenses,  which  sparked  a  furor  amo 
allies.  The  sudden  decision  to  meet  G 
bachev  in  a  month  leaves  Bush  scs 
time  to  resolve  disputes  within  NA 
over  such  issues  as  troop  strength. 
TRADE  PACT?  The  one  issue  that  b( 
leaders  seem  most  sensitive  about  is  e 
nomics.  Senior  officials  in  both  capit 
bristle  at  the  suggestion  that  the  U.  S, 
about  to  subsidize  Soviet  reforms.  E 
that  needn't  stop  Bush  and  Gorbacli 
from  defining  the  technical  assistar 
the  U.  S.  is  willing  to  provide.  One  k 
indicator  would  be  discussions  of  a  n( 
U.  S. -Soviet  trade  agreement.  In  i 
sponse  to  increased  emigration,  the  U. 
is  soon  expected  to  waive  the  Jacks( 
Vanik  trade  restrictions  on  Soviet  ( 
ports.  A  trade  pact  would  cement  mo 
favored-nation  status  for  Moscow. 

All  this  amounts  to  a  tall  order  1 
George  Bush,  who  has  rarely  flirt 
with  the  bold  stroke  during  his 
months  in  office.  When  he  went  to  I 
rope  last  June,  Bush  did  resolve  a  crij 
within  NATO  over  the  future  of  sh(j 
range  nuclear  missiles  in  Germany.  Ini 
doing,  he  earned  his  place  as  the  leai^ 
of  the  West.  | 

But  this  time,  it's  different.  To  th^ 
who  have  urged  the  President  to 
more  daring,  his  decision  to  engage  G 
bachev  directly  is  a  resounding  "ye 
Bush  now  has  the  chance  to  reshape  , 
political  and  economic  landscape  of  E< 
West  relations.  He  has  already  sileni 
Democratic  taunts,  and  as  he  sails  Vj 
Gorbachev  into  Europe's  uncharted 
ters,  George  Bush  has  finally  takeni 
the  central  challenge  of  his  Presidenj 

By  Bill  Javetski  and  Douglas  Harbn 
in  Washington,  with  bureau  reports 
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ONE  BIG  EUROPEAN  ECONOMY 
lEEMS  LESS  LIKE  A  DREAM 


A  wo-tiered  market — with  the  EC  at  the  core  and  the  East  on  the  periphery — just  might  take  shape 


I 's  just  a  date — 1992.  Yet  it  has  come 
0  stand  for  change  in  Europe,  as  the 
2  member  nations  of  the  European 
Goimunity  prepare  to  dismantle  inter- 
na |)orders.  Now,  many  Europeans  are 
Iqc  ng  farther  out  and  thinliing  more 
^ildly — of  a  day  when  the  two  blocs 
b;  have  divided  the  Continent  since 
effectively  cease  to  exist.  While  it 
sound  farfetched  and  must  be  rated 
more  than  a  long  shot,  the  vision  of 
jn«  Europe  tied  together  by  economics 
me  increasingly,  shared  political  values 
ining  force  almost  daily. 
J I  rope  for  40  years  has  been  a  simple 
divided  East  from  West.  Now,  no 
noWs  where  borders  should  lie:  Al- 
any  configuration  seems  plausible. 


11 


As  events  outrace  the  ability  of  govern- 
ments to  cope,  it's  possible  to  conceive  of 
a  bigger  and  more  powerful  Europe 
than  anyone  heretofore  imagined. 

What's  starting  to  emerge  is  a  two- 
tiered  European  economy  with  the  pros- 
perous, 320  million-person  Common  Mar- 
ket at  its  core.  Now  in  the  throes  of 
creating  a  single  market  and  political 
federation,  the  EC  nations  feel  a  new  ur- 
gency to  speed  integration  as  the  East 
undergoes  its  own  dramatic  change. 
y  That  won't  be  easy  for  the  EC,  plagued 
as  it  is  by  rivalries  ranging  from  Brit- 
ain's fear  of  a  loss  of  sovereignty  to 
France's  mortal  terror  of  West  German 
power.  Moreover,  trying  to  bring  in  the 
basket-case  economies  of  Eastern  Eu- 


rope even  as  the  EC  struggles  to  absorb 
such  poorer  members  as  Portugal  and 
Greece  may  be  more  than  the  system 
can  bear.  "If  we  go  too  far  too  fast  in 
accommodating  Eastern  Europe,  we  lose 
on  both  fronts,"  says  Etienne  Davignon, 
former  EC  commissioner  and  now  chair- 
man of  Societe  Generale  de  Belgique. 
"We  could  lose  in  our  own  integration, 
and  we  could  lose  them,  too." 
'WAITING  ROOM.'  To  answer  the  growing 
clamor  from  the  East  for  economic  rela- 
tions, the  big  Common  Market  members 
are  looking  toward  the  smaller  countries 
of  the  European  Free  Trade  Agreement 
(EFTA).  These  well-off  states — Austria, 
Switzerland,  Norway,  Sweden,  Finland, 
and  Iceland — have  tariff-free  trade  with 
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Western  European  economies  but  none 
of  the  political  commitments  of  EC  mem- 
bership. Sweden,  for  example,  exports 
Volvo  cars  and  trucks  without  restric- 
tion but  is  a  neutral  country  with  no 
allegiance  to  NATO. 

A  backdoor  entry  to  Western  Europe 
through  an  EFTA-like  association  could 
put  the  East  bloc  nations  on  a  second 
but  stable  economic  tier.  That  would 
make  it  a  huge  free-trade  zone  that 
functions  according  to  Western  econom- 
ic rules  without  threatening  the  Warsaw 
Pact.  "EFTA  can  become  a  waiting  room 
for  Eastern  European  countries  on  their 
way  to  the  EC,"  says  a  Finnish  diplomat. 
Together,  this  collection  of  23  East  bloc 
and  Western  European  states  would 
boast  520  million  people  and  a  nearly  $5 
trillion  gross  national  product — dwarf- 
ing the  $4  trillion  economy  of  the  U.  S. 
and  Japan's  $2  trillion. 

The  neutrality  that  an  EFTA-type  affili- 
ation offers  the  East  bloc  would  make 
ties  to  the  West  possible — at  least  as 
long  as  current  political  divisions  re- 
main. Europe  is  split  into  two  armed 
camps,  and  most  postwar  institutions, 
especially  NATO  and  the  Warsaw  Pact, 
are  designed  to  preserve  that  order. 

Yet  even  that  basic  division  is  being 
questioned.  In  a  late  October  speech,  So- 
viet President  Mikhail  S.  Gorbachev  held 


up  neutral  Finland  as  a  model  for  East 
bloc  political  autonomy,  implying  that 
Eastern  European  governments  could 
redefine  their  ties  to  the  Warsaw  Pact. 
And  as  he  and  President  George  Bush 
prepare  for  their  December  summit,  new 
strides  toward  cuts  in  conventional  and 
nuclear  forces  are  likely. 
SIGNS  OF  THE  TIMES.  Curiously,  super- 
power politics  may  not  pose  the  greatest 
challenge  to  European  integration.  For 
Eastern  Europe's  economies  to  trade 
with  the  West,  they  will  have  to  go 
through  painful  changes  to  create  mar- 
ket systems.  Their  currencies,  now  use- 
less in  international  markets,  must  be- 
come convertible,  a  process  that  could 
spread  the  twin  woes  of  soaring  prices 
and  widening  shortages  that  already  be- 
set Poland.  Their  products  will  have  to 
become  competitive  in  the  world  market, 
which  could  lead  to  rising  unemployment 
and  factory  unrest.  Says  Lothar  Spath,  a 
West  German  politician:  "If  they  want  to 
participate,  they  have  to  play  by  our 
rules." 

Still,  the  signs  are  everywhere  that 
some  sort  of  New  Europe  is  forming. 
EFTA  officials  in  Geneva  say  that  Hunga- 
ry, Poland,  Yugoslavia,  and  even  the  So- 
viet Union  have  contacted  them  in  recent 
weeks  about  the  possibility  of  joining.  A 
meeting  in  November  among  Austria,  It- 


aly, Yugoslavia,  and  Hungary  will  p  . 
on  the  table  plans  for  wider  region  j  „. 
cooperation.  What's  more,  Comecon,  t 
East  bloc  economic  alliance,  is  likely 
be  overhauled  or  even  replaced  in  t 
1990s  by  a  new  Eastern  European  tra  f^j^ 
ing  body.  With  their  economies  sputt( 
ing  and  Comecon  nearly  defunct,  "Eai 
ern  Europe  needs  a  trade  organizatiJjjj^^ 
to  achieve  integration  with  the  WeslJ, 
says  Ivan  D.  Ivanov,  deputy  chairman 
the  State  Economic  Commission  of  t 
Soviet  Council  of  Ministers. 

Everyone  believes  Hungary,  political 
the  most  independent  and  with  a  ru 
mentary  market  system  in  place,  will 
the  first  to  have  a  shot  at  formal  ties 
the  West.  To  align  their  economy 
Western  standards,  a  new  crop  of  Hi; 
garian  leaders  is  moving  to  privati 
state-owned  industry  and  design  soc, 
security  and  unemployment  benefit 
"We  hope  to  become  members  of  the 
in  the  next  decade,"  says  Hungari 
Trade  Minister  Tamas  Beck.  Poland  w 
lag  behind  because  its  economy  is 
shambles.  The  pace  of  its  integrati 
with  the  West  largely  depends  on  h( 
much  help  it  gets.  Czechoslovakia  coi 
be  integrated  quickly  if  political  refoi 
takes  hold.  It  has  little  debt  and  stroi 
industries,  such  as  machinery  and  n  *J 
chine  tools.  East  Germany  plans  to  se 
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■  WILL  POLITICAL  REFORMS  TAKE  HOLD? 


)ser  relations  with  West  Germany  as  it 
es  to  improve  its  standard  of  living 
d  halt  the  exodus  of  refugees. 
;RMAN  JITTERS.  A  reunified  Germany 
what  the  rest  of  Western  Europe 
irs  most.  The  argument  goes  that 
!rmany  could  again  assume  the  role  of 
dominant  central  European  country  of 
million  and  would  tilt  away  from 
estern  Europe  and  toward  the  East, 
it  a  close  adviser  to  Chancellor  Hel- 
it  Kohl  insists  "our  top  priorities  are 
endship  with  the  alliance  and  Europe- 
integration." 

France  is  particularly  jittery  about 
■rmany.  Concerned  that  the  Germans 
II  lose  interest  in  the  EC  if  the  group 
Is  to  consider  the  entire  Continent's 
litical  future,  France's  President  Fran- 
s  Mitterrand  is  now  embracing  efforts 
bring  Poland  and  Hungary  closer  to 
3  EC.  "From  now  on,  it's  impossible  to 
velop  the  Community  without  taking 
o  account  its  relations  with  the  other 
irope,"  says  Mitterrand. 
A.S  proof  of  his  resolve,  Mitterrand  un- 
iled  details  of  a  $640  million  aid  pro- 
am  for  Poland  to  be  spread  over  three 
ars.  The  centerpiece  of  the  French 
mergency  plan"  will  be  a  $140  million 
'estment  fund  to  help  modernize  the 
lish  economy.  Mitterrand  has  also  pro- 
sed linking  the  Common  Market  with 


Poland,  Hungary,  and  even  the  Soviet 
Union  via  a  common  bank.  Like  the  new- 
ly created  European  Investment  Bank,  it 
would  finance  East  bloc  projects.  The 
French  program  also  would  bolster  a  $1 
billion-plus  aid  plan  that  Kohl  will  unveil 
during  a  visit  to  Warsaw  on  Nov.  9. 

The  immediate  result  will  be  a  deeper 
involvement  of  Western  Europe  in  the 
management  of  Poland's  economy. 
France  and  Germany  want  to  help  Po- 
land revamp  its  failed  farming  system 
by  changing  the  emphasis  from  produc- 
tion to  transportation  and  distribution. 
Western  European  countries  are  also  ad- 
vising on  monetary  reforms.  The  sinking 
Polish  zloty  should  be  convertible  to 
Western  money  within  a  year,  says  Ta- 
deusz  Syryjczyk,  Poland's  newly  ap- 
pointed Industry  Minister. 
BECKONING  TO  THE  WEST.  In  this  dizzy- 
ing climate  of  deregulation,  the  Soviets 
are  floating  dozens  of  proposals.  Gorba- 
chev is  suggesting  that  a  "European 
economic  zone"  be  created  for  both  East 
and  West,  managed  by  a  commission 
that  would  draw  up  comparable  stan- 
dards for  reporting  economic  and  trade 
statistics. 

Some  Soviet  industries  are  beckoning 
to  the  West  with  notions  that  the  Soviet 
Union  could  serve  as  a  bridge  between 
Europe  and  East  Asia.  Moscow  is  push- 


ing for  a  trans-Soviet  fiber-optic  cable 
that  would  provide  the  most  direct 
phone  link  between  Europe  and  Japan. 
The  Soviet  Union,  says  Andrei  Kor- 
tunov,  an  official  at  the  Institute  of  U.  S. 
&  Canada  Studies,  wants  to  "act  like  a 
big  associate  member  of  the  EC  but  will 
try  to  preserve  its  position  as  partially 
European  and  partially  Asian." 

The  events  of  the  past  few  months 
have  humbled  even  the  most  cynical  of 
diplomats.  The  concept  of  a  Europe 
stretching  back  to  its  historic  boundaries 
has  the  emotional  and  intellectual  appeal 
of  an  idea  long  suppressed.  Yet  no  mat- 
ter how  grandiose  this  vision  may  seem, 
Europeans  East  and  West  increasingly 
believe  it  may  not  be  a  mirage.  Says  F. 
Wilhelm  Christians,  former  chairman  of 
Deutsche  Bank:  "What  we  get  is  the  end 
of  the  division  of  Europe,  changing  polit- 
ical and  military  security,  and  an  end  to 
40  years  of  politics  of  confrontation."  To 
do  nothing  would  be  to  let  Eastern  Eu- 
rope collapse,  plunging  its  people  into 
despair.  The  question  is  whether  its  dip- 
lomats, politicians,  and  businesses  are 
up  to  the  challenge  of  making  Europe 
whole. 

By  Blanca  Riemer  in  Paris  and  Gail  E. 
Schares  and  John  Templeman  in  Bonn, 
with  Jonathan  Kapstein  in  Brussels  and 
bureau  reports 
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SOVIET  UNION  I 


SOVIET  T-BONDS? 

THEY'RE  ONLY  THE  BEGINNING 

On  Moscow's  agenda:  A  revalued  ruble,  a  central  bank,  and  freer  prices 


For  days,  officials  at  ihe  So\iet 
Bank  for  Foreign  Economic  Affairs 
pored  over  applications,  tapped 
data  into  Hewlett-Packard  computers, 
and  sweated.  In  the  country's  first  offi- 
cial currency  auction,  some  200  state  en- 
terprises were  bidding  for  a  precious  S50 
million  in  hard  currency  put  up  by  just 
30  other  cash-rich  state  enterprises. 
^Tien  the  auction  closes  on  Nov.  3.  offi- 
cials are  likely  to  reveal  that  the  ruble 
traded  at  close  to  its  black-market  rate 
of  Tc — not  the  official  SI. 63.  —. — r~ 

The  auction  marks  the  Son- 
et Union's  first  wan"  step  into 
the  strange  world  of  market- 
oriented  currency  trading.  And 
it's  jtist  one  in  a  flurrj"  of  bold 
economic  moves  over  the  past 
two  vs'eeks.  On  Oct.  25.  the 
state  bank  devalued  the  ruble 
by  10  times  for  foreign  tour- 
ist=;,  while  charging  So\"iets 
headed  abroad  10  times  more 
for  dollars.  Then,  on  Oct.  31. 
the  Soviet  parliament  ay 
proved  next  year's  state  pla;. 
and  budget,  aimed  at  hahing 
the  government  budget  deficit 
to  S96  billion.  So\iet  President 
Mikhail  S.  Gorbachev  is  hold- 
ing a  series  of  special  econom- 
ic sessions  to  mold  consensus 
on  such  hot  topics  as  private 
propert}'.  leasing,  and  tax  re 
form.  Says  Mikhail  A.  Bo- 
charov.  a  Supreme  Soviet 
m.em'ber  and  participant:  "In 
the  future,  vs-e  will  become 
even  more  radical." 
NO  MORE  HEDOiNa  .After  years 

o:  ta!k±!-g.  ihe  Sonets  finally   

appear  ready  to  get  down  to  business. 
That  m.eans  cracking  the  problems  at 
the  heart  of  their  arcane,  centrally 
planned  economy.  This  drive  is  gather- 
ing momentum  just  as  President  George 
Bush  stopped  hedging  his  bets  on  Gor- 
bachev's furore  and  agreed  to  a  D-^-eir.- 
ber  summit  that  could  resu.:  ;: 

U.S.  assistance  to  So\iet  ec.;.    .c- 

form.  or  perestroika. 

The  So\"iets  abeady  have  taken  some 
Am.erican  adnce.  Following  Federal  Re 
sen"e  Chairman  Alan  Greenspan's  \isit 
in  October,  the  state  bank.  Gosbank.  is 
set  to  take  the  first  step  toward  regulat- 
ing the  money  supply  through  a  central 


banking  system.  According  to  Gosbank 
official  Olev  V.  Mozhaiskov,  the  bank 
next  year  will  issue  its  first  treasure- 
bonds,  worth  about  S112  billion.  The  like 
ly  buyers  are  So\iet  enterprises.  More 
sweeping  reforms,  such  as  selling  off 
unprofitable  state  factories  and  farms 
and  freeing  retail  prices  for  clothes  and 
food  by  1991.  are  coming. 

But  the  biggest  changes  on  the  draw- 
ing board  are  monetary-  reforms.  For  de 
cades,  the  Soviet  Finance  Ministn"  has 


I  THE  SOVIETS  CUT  THE  RUBLE  TO  ONE  -TLVTH 
ITS  FORMER  VALUE  FOR  FOREIGN  TOURISTS 


covered  mounting  losses  by  prinnng  r.ev,- 
money  and  blithely  issuing  credit.  State 
factories,  many  of  them  unprofitable, 
owe  as  much  as  S3  trillion  to  So\iet 
banks  from  easy  loans  made  over  the 
years.  "It  is  a  stupid  policy."  says  Sonet 
finance  expert  Lev  Braginskiy.  "^"hat 
enterprises  can't  get  from  the  budget, 
they  get  from  the  bank." 

Now.  the  entire  stnicture  of  worthless 
bank  credit  is  being  called  into  question. 
At  the  same  time,  the  government  is 
tn."ing  to  put  some  real  value  into  the 
ruble.  The  Sonet  money's  worth  is  rap- 
idly diminishing  as  factory."  managers 
continue  to  give  themselves  and  their 


workers  big  raises,  even  as  productioi 
of  many  goods  slumps.  Since  Januarv- 
average  incomes  jumped  9^^.  while  out 
put  of  everjThing  from,  refrigerators  t^ 
oil  decreased.  The  government  must  fine 
a  way  to  soak  up  imspent  rubles  an< 
regulate  the  money  supply. 
DUAL  CURRENCIES?  The  Soviets  al 
hope  to  use  the  lure  of  hard  currency  t< 
boost  productintj"  and  improve  manufac 
niring  qualit}'.  One  step  is  due  on  Jan.  1 
when  the  state  bank  will  allow  Sovie 
factories  or  trade  organizations  to  retail 
a  much  greater  share  of  their  hard-ctii 
rency  export  earnings.  A  factor}-  ship 
ping  a  Lada  passenger  ear  to  Belgium 
for  instance,  will  get  to  keep  S3 ,-200  in 
stead  of  S1.600.  Explains  Mozhaiskov 
the  Gosbank  official:  "The  idea  is  to  oi 
fer  greater  incentive  to  export." 

More  advanced  plans  include  scheme; 
for  as  many  as  four  different  rubL  I 
rates.  Jan  Vanous.  presiden 
of  Washington-based  PlanE 
con  Inc..  predicts  there  will 
two  new  exchange  rates — fo 
energj-  and  for  manufacture( 
goods — in  addition  to  rates  fo 
tourism  and  foreign  trade.  1 
year  from,  now,  some  econc 
mists  predict  that  a  rate  peg  i 
ging  the  ruble  at  about  35 
■«-ill  be  allowed  for  most  com 
mercial  actint}".  This  wiU  fur 
ther  clear  the  path  for  convert 
ing  the  ruble  to  foreigi 
ctirrencies. 

Still,  many  Soviet  econo 
mists  complain  that  thes 
changes  are  too  few  and  to< 
slow  in  coming.  Radical  rt 
former  Nikolai  Shmelev  ai 
gues  that  the  state  must  soa] 
up  billions  in  unused  rubles  b 
either  boosting  the  supply  o 
consumer  goods  by  10  times  o 
bujing  the  sa\ings  of  Sone 
citizens  at  the  lowest  possibl 
rate.  One  problem:  ^lien  rad 
cal  ideas  are  proposed,  the; 
may  be  quickly  rejected  by  ; 

  Supreme  Sonet  newly  sens 

tized  to  public  opinion.  On  OcL  31.  th> 
legislanu-e  quickly  shot  down  an  unpojfc 
ular  government  plan  to  boost  prices  fo 
beer,  cigareues.  and  canar. 

That  setback  rj-pifies  the  problems  th 
Sonets  face  as  they  grope  for  ways  t 
renve  their  economy  even  as  they  es 
periment  with  Westem-stvie  democracy 
But  with  currency  auctions  and  som€ 
what  freer  exchange  rates  a  reality",  th 
reforms  may  soon  become  unstoppable 
Now  that  they're  tinkering  with  maner 
as  sacrosanct  as  the  ruble's  value,  res 
reforms  may  finally  be  on  the  way. 

By  Rose  Brady  in  Moscow,  icith  Pete 
Galuszka  if  Xeic  York 


Today  they  would  both  be  losers 


Read  any  good  fairy  tales  lately? 
Like  the  one  about  a  steady, 
ichanging  approach  keeping  a 
)nnpany  competitive? 
Then  look  around. 
There  aren't  nnany  tortoises  left, 
ley  have  been  overtaken  by 
vifter,  technologically  driven 
)mpetitors. 

Of  course,  Andersen  Consulting 

?89  Andersen  Consulting,  AA  &  Co.,  S.C. 


isn't  suggesting  that  you  model 
your  business  on  the  hare  either. 
Speed  v^ithout  strategy  is  ulti- 
mately a  losing  formula.  Especially 
when  it  comes  to  information 
technology. 

At  Andersen  Consulting,  we 
help  companies  merge  disci- 
plined business  thinking  with 
technological  prowess.  Because 


these  days,  it  takes  both  to  be 
a  winner. 

And  that,  we  believe,  is  the  new 
moral  of  this  old  story. 


Andersen 
Consulting 

ARTHUR  AN  DERSEN  &  CO.,  S.C. 

Where  we  go  from  herer 
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AUTOS  I 


A  JAGUAR  BUYER  MAY  BE  IN 
FOR  A  lONG,  Slow  DRIVE 


The  British  luxury  car  could  turn  into  a  costly  dud  for  GM  or  Ford 


The  British  govern- 
ment's Oct.  31  de- 
cision not  to  block 
a  takeover  of  Jaguar 
PLC  clears  the  way  for  a 
possible  auction  of  Brit- 
ain's premier  luxury 
sports-car  maker.  Now, 
the  two  Detroit  heavy- 
weights hotly  pursuing 
Jaguar  must  figure  out 
just  how  much  they're 
willing  to  pay. 

Fueled  by  speculation 
of  a  bidding  war  be- 
tween Ford  Motor  Co. 
and  General  Motors 
Corp.,  Jaguar's  stock 
has  more  than  doubled 
since  mid-September, 
v/hen  Ford  first  ex- 
pressed interest.  Some 
analysts  are  predicting 
the  final  price  could  rise 
207c  more.  To  the  victor 
will  go  one  of  Europe's 
last  independent  luxury 
car  marques — and  with 
it  a  chance  to  counter 
Japan's  onslaught  into 
high-priced  autos.  But 
the  winner  could  also 
wind  up  with  a  multi- 
billion-dollar  dud. 
THIN  CUSHION.  The  math, 
at  a  purchase  price  just  a  bit  above  the 
stock's  recent  close  around  $13.90  a 
share,  looks  scary.  That's  nearly  3.5 
times  Jag's  stock  price  back  in  January, 
or  $2.6  billion — 19  times  the  profit  Jag 
posted  in  its  best  year  ever.  Ford  and  GM 
shares  now  command  multiples  nearer  6 
or  7.  Beyond  that,  Ford  has  indicated  it 
would  double  or  triple  Jaguar's  current 
50,000-car  output,  probably  by  adding 
lower-priced  models  to  the  current  two- 
model  line.  A  new  plant,  tooling,  and 
development  could  run  $1  billion  over 
five  years,  figures  analyst  John  K.  Law- 
son  at  Nomura  Research  Institute  in 
London.  Then  there's  forgone  interest 
on  the  cash  to  buy  Jaguar — say,  $1.2 
billion  before  taxes  over  the  same  peri- 
od. Add  it  up,  and  the  total  cost  before 
earnings  tops  $4.8  billion  (table). 
With  most  big  takeovers,  the  target's 
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future  profits  would  help  pay  for  the 
deal.  But  Jaguar's  net  has  slipped  steadi- 
ly since  1985  and  could  hit  zero  this  year. 
Although  a  turnaround  is  expected,  ana- 
lysts figure  Jaguar  will  only  produce 
around  $500  million  in  pretax  earnings 


WHAT  WILL  JAGUAR 


REALLY  COST? 

Millions  of  dollars 

Purchase  price  ($14.25  a  share) 

$2,600 

New  plant  and  tooling 

650 

New  model  development  expense 

400 

Forgone  interest  on  $2.6  billion  cash 

1,200 

TOTAL  COST 

4,850 

Less  estimated  five-year  net  profit 

500 

TOTAL  FIVE-YEAR  COST* 

$4,350 

*Estimates  cover  five  years  after  a  deal  and  assume  inter- 
est rates  of  9%      DATA:  NOMURA  RESEARCH  INSTITUTE.  BW 


over  five  years.  Worse,  Jaguar's  bool  0i 
value  is  only  $475  million.  With  that  thii 
a  cushion,  a  U.  S.  buyer  would  have  U 
take  its  time  amortizing  the  more  thar 
$2.1  billion  in  goodwill  the  deal  wouk 
leave  on  its  balance  sheet.  That  couk  jtf: 
cut  at  least  $40  million  a  year  fron  & 
Ford's  or  gm's  earnings.  The  upshot 
Buying  Jaguar  would  dilute  Ford's  oi 
gm's  earnings  at  least  until  the  lat( 
1990s.  "You  really  have  to  have  a  10 
year  time  horizon  to  justify"  buying  Jag 
uar  at  current  levels,  says  Scott  F.  Me: 
lis,  an  analyst  at  Morgan  Stanley  &  Co 

While  Ford  has  consistently  aimed  fo: 
all  of  Jaguar,  GM's  plan  was  to  take  s 
friendly  15%  stake  and  put  together  s 
series  of  joint  ventures.  GM  figured  ii 
could  tap  Jaguar's  cachet  while  directlj 
investing  only  $350  million.  To  bloc! 
Ford,  GM  and  Jaguar  were  counting  on  £ 
British  government  "golden  share"  thai 
kept  anybody  from  gaining  more  thar 
15%  of  Jaguar  before  Jan.  1,  1991.  Bui 
now  that  the  government  unexpectedlj 
has  lifted  its  veto  power,  GM's  minoritj 
deal  appears  dead.  If  GM  covets  Jaguai 
enough,  it  will  have  to  bid  against  Ford 

What's  so  attractive  about  a  Britisl 
carmaker  that  lags  behind  West  Germa: 
and  Japanese  rivals  in  technology  an- 
quality  control?  In  a  word,  image.  Jag 
uar  has  cultivated  a  blueblood  Britisl 
name.  It's  a  powerful  brand,  capable  o: 
getting  buyers  to  part  with  nearlj  j- 
$60,000  for  the  XJ-S  convertible  that  was 
introduced  in  1975.  Ford  vows  to  kee{ 
Jaguar  as  a  stand-alone  division  to  cos 
set  that  image  while  using  Ford  technol 
ogy  and  productivity  skills  to  catch  uj  Di 
with  rivals.  The  payoff  would  come  i:  ^ 
Jag's  new  owner  successfully  extende(  C 
the  Jaguar  image  to  a  whole  range  o: 
cars.  "What  you're  buying  is  a  busines; 
you  hope  to  turn  into  another  BMW,' 
says  Maryann  Keller,  auto  analyst  a 
Furnian  Selz  Mager  Dietz  &  Birney  In^ 
RESTIVE  WORKERS.  But  Jaguar's  strat 
spheric  price  tag  doesn't  take  into  ac 
count  the  many  risks  in  boosting  th<  | 
company  to  BMW  superstatus.  While  r 
has  made  great  progress  from  the  dart  Oc 
days  of  1980,  when  it  sold  only  15.50(|ei 
cars  and  lost  $73  million.  Jaguar  stil 
needs  help.   Productivity  badly  traililf, 
both  BMW  and  Daimler-Benz.  Jag  has  { o 
restive  work  force  that  walked  out  foi 
six  days  last  spring  over  charges  that  s 
manager  pushed  a  union  official.  Anc 
continuing  quality  glitches  landed  thf 
XJ-S  among  the  10  worst  models  out  o: 
154  in  J.  D.  Power  &  Associates  Inc.'fW 
1989  survey  of  new-car  quality.  s[ 

An  acquirer  would  have  to  fix  all  thi^  j',- 
in  an  already  soft  luxury-car  marke  ^ 
while  launching  new  models,  expanding 
the  dealer  network,  and  staving  off  th<  j 
Japanese.  That's  daunting  enough — bu'  ^ 
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fiat  if  a  recession  hits?  There's  also  the 
;k  of  damaging  the  Jaguar  image 
rough  association  with  a  mass-market 
ito  maker.  An  indefinable  but  perhaps 
iportant  part  of  Jaguar's  cachet  is  that 
s  a  small,  scrappy  British  company 
th  a  rich  67-year  history.  Wealthy  car 
lyers  may  not  feel  as  well  disposed 
ward  a  division  of  GM  or  Ford. 
Executives  at  Ford  and  GM  are  well 
/are  that  Jaguar  is  an  expensive  gam- 


ble at  current  prices.  But  an  enormous 
amount  of  Motown  ego  is  involved,  and 
Ford  already  has  spent  $260  million  for  a 
13.4%  Jaguar  stake.  Ford  executives 
caution  that  they  won't  pay  a  ridiculous 
price  for  the  British  carmaker.  But  the 
question  persists:  Will  Detroit  allow  ego 
and  wishful  thinking  to  get  in  the  way 
of  common  sense? 

By  Mark  Maremont  in  London,  with  Da- 
vid Woodruff  in  Detroit 


OPERATING  ON  A 
REDUCED  FLIGHT 
SCHEDULE 


LINES  I 


IRANIFF  MAY  BE  AT  THE  END 
IF  THE  RUNWAY 


le  besieged  carrier  has  little  time  to  rescue  itself 


1^  raniff  is  still  flying — for  now.  The 
■^Orlando-based  airline,  which  filed 
i^Pfor  Chapter  11  bankruptcy  protec- 
n  in  late  September,  is  burning  up 
)0,000  a  day  on  a  much-reduced  flight 
ledule.  It  won  a  bit  more  flying  time 
Oct.  30,  when  a  Florida  bankruptcy 
Ige  gave  it  permission  to  raise  about 
million  by  selling  some  engines  and 
ire  parts.  Now,  the  carrier,  which  has 
0  10  days'  worth  of  operating  capital 
t  in  the  till,  has  hired  Merrill  Lynch  & 
.  to  help  it  raise  new  money  or  ar- 
ige  an  outright  sale. 
But  Braniff  Inc.'s  creditors  are  get- 
g  mighty  impatient.  Attorney  Donald 
izer,  who  represents  Centrust  Sa^'- 
:s  Bank  on  Braniff's  unsecured  credi- 
s'  committee,  thinks  Braniff  can  best 
•ve  its  debtholders  by  grounding  its 
-nes  while  it  sells  assets.  Says  Glazer: 
^e're  not  willing  to  agree  to  let  more 
>h  go  into  the  company  without  seeing 


an  overall  plan.  They  need  to  stop  the 
blood." 

How  did  Braniff,  which  was  in  Chap- 
ter 11  once  before,  get  into  this  mess? 
"What  happened  was  a  confluence  of 
events  no  one  could  control,"  Says  Jef- 
frey R.  Chodorow,  a  Philadelphia  real 
estate  investor  who  headed  the  group 
that  bought  control  of  Bran- 
iff last  year  from  the 
Pritzker  family  of  Chicago. 
SOFT  TRAFFIC.  At  the  time, 
the  Braniff  purchase  seemed 
a  bright  idea.  A  young  pro- 
moter, Scot  Spencer, 
brought  the  idea  of  buying 
Braniff  to  Chodorow.  Later, 
PaineWebber;  GPA  Group, 
the  big  Irish  plane-leasing 
company;  and  Arthur  G.  Co- 
hen, a  New  York  real  estate 
entrepreneur,  got  involved  in 
the  final  deal,  which  Ameri- 


can Airlines  Inc.  also  helped  finance. 
And  in  April,  1989,  Drexel  Burnham 
Lambert  Inc.  raised  $100  million  in  debt 
capital  to  pay  down  interim  financing 
and  set  the  stage  for  an  expansion  under 
Braniff's  new  managers,  all  veterans  of 
Piedmont  Aviation  Inc. 

Then,  everything  unraveled.  Braniff, 
which  had  opened  a  hub  in  Kansas  City, 
discovered  it  couldn't  use  city-backed 
bonds  to  buy  $32  million  worth  of  gates. 
Other  expenses,  including  a  headquar- 
ters move  and  the  introduction  of  a 
brand-new  plane,  the  Airbus  A-320,  came 
in  higher  than  anticipated.  Meanwhile, 
passenger  traffic  softened,  and  Braniff's 
rivals  started  matching  its  fares.  By  the 
end  of  July,  after  expanding  too  fast 
with  too  much  debt,  Braniff's  working- 
capital  deficit  was  $117  million. 

As  the  end  of  September  approached, 
Drexel  fell  short  in  an  attempt  to  float 
debt  secured  by  the  gates.  That  deal  was 
to  be  the  linchpin  of  a  complex  transac- 
tion in  which  GPA  would  arrange  for  an 
additional  $70  million  for  Braniff.  When 
Drexel  didn't  deliver,  the  new  financing 
fell  apart.  At  2  a.m.  on  Sept.  29,  the 
airline  filed  for  Chapter  11.  The  filing 
I  me  the  day  that  Kansas  City  officials 
vere  going  to  bestow  an  award  on  Bran- 
iff for  contributing  to  the  city's  econom- 
ic vitality.  Now,  Kansas  City  has  lost 
1,200  jobs,  and  Drexel  has  embarrassed 
itself  by  selling  investors  on  a  company 
that  declared  bankruptcy  five  months  af- 
ter its  bonds  were  placed. 
'TIME  BOMB.'  Braniff's  owners  have  other 
problems  as  well.  Earlier  this  year, 
Chodorow  was  a  defendant  in  a  lawsuit 
brought  by  investors  in  real  estate  tax 
shelters  that  he  and  associates  had  sold 
before  1986.  The  plaintiffs  were  irked 
over  an  Internal  Revenue  Service  ruling 
that  disallowed  some  hefty  deductions. 
Without  admitting  liability,  a  group  in- 
cluding Chodorow's  company  has  agreed 
to  settle  for  $6  million  or  so. 

As  for  Scot  Spencer,  the  general  liai- 
son between  Chodorow's  group  and 
Braniff  executives,  he  has  antagonized 
the  airline's  managers  so  much  that  sev- 
eral weeks  ago  Thomas  J.  Volz,  Bran- 
iff's senior  vice-president  for  marketing, 
wrote  Chodorow  a  letter  urging  Spen- 
cer's dismissal.  The  letter 
said  in  part  that  Spencer 
was  a  public-relations  "time 
bomb"  and  that  "mid-man- 
agement and  rank-and-file 
employees  hold  him  in  total 
contempt."  Spencer,  who 
tried  and  failed  in  1984  to 
rescue  Air  One,  a  now-de- 
funct carrier,  now  works  on 
other  Chodorow  projects,  a 
move  that  he  says  was  vol- 
untary. Spencer  calls  Volz's 
letter  "regrettable." 
The  carrier's  most  salable 
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assets  may  be  its  delivery  positions  for 
fuel-efficient  Airbus  A-320s.  Braniff  was 
to  buy  24  of  these  planes  from  Airbus 
Industrie,  while  leasing  26  more  from 
GPA.  In  addition,  Braniff  holds  options 
for  up  to  50  more  planes.  GPA  has  al- 
ready delivered  five  of  the  new  aircraft 
to  Braniff  but  is  balking  at  delivering 
the  remaining  21.  Braniff  insists  it  re- 
tains the  leasing  rights  to  the  planes. 
The  matter  is  the  subject  of  a  Nov.  10 
court  hearing  in  Orlando. 

Meantime,  Colm  Barrington,  chief 
commercial  officer  at  GPA,  says  GPA,  like 


Braniff,  is  trying  to  find  a  customer  for 
all  the  A-320s  that  GPA  and  Braniff  are 
supposed  to  buy.  Barrington  says  the 
planes  are  more  attractive  as  a  big  pack- 
age, in  part  because  of  guaranteed  ear- 
ly-delivery dates. .  One  hot  prospect: 
American  Airlines.  To  compound  the 
frustrations  of  Braniff's  managers,  the 
planes  that  were  the  key  to  their  ambi- 
tious plans  may  end  up  going  to  a  rival 
and  major  creditor. 

By  Gail  DeGeorge  in  Orlando,  with  Jo- 
seph Weber  in  Philadelphia,  Mark  Mare- 
moni  in  London,  and  bureau  reports 


EXECUTIVE  SUITE  I 


DOES  THE  AMA 
NEED  TO  HEAL 


Possible  financial  shenanigans  by  an  officer  could  hurt  the  lobby 


The  American  Medical  Assn.  is  ex- 
ceptionally vigilant  in  looking  oui 
for  its  members'  interests.  Backed 
by  the  nation's  fourth-largest  political 
action  committee,  the  AMA  maintains  a 
crew  of  high-powered  lobbyists  on  Capi- 
tol Hill.  The  physicians'  group  uses  oth- 
er forms  of  persuasion  as  well.  At  its 
Chicago  headquarters,  the  legal  staff 
spews  out  dozens  of  lawsuits,  while  its 
editors  publish  the  world's  most  widely 
read  medical  journal. 

But  the  AMA  hasn't  been  so  watchful 
over  its  own.  On  Oct.  26,  'Whalen  M. 
Strobhar,  a  top  ama  officer,  abruptly 
quit  and  agreed  to  repay  the  ama 
$353,000,  plus  interest.  The  resignation 
came  just  two  days  before  the  Chicago 
Sun-Times  published  a  story  charging 
that  Strobhar  had  received  an  "inappro- 
priate" reimbursement  for  losses  in  the 
October,  1987,  market  crash.  The  pay- 
ment was  approved  by  Dr.  James  H. 
Sammons,  the  ama's  top  executive. 
REOPEN  THE  CASE?  While  the  ama  says 
that  it  has  completed  its  own  investi- 
gation and  declares  the  matter  closed, 
BUSINESS  WEEK  learned  that  the  ama's 
board  of  trustees  set  a  special  meeting 
for  Nov.  2  to  hear  details  of  the  Strob- 
har affair  and  decide  whether  to  probe 
further.  "'We  need  more  information  to 
see  if  we  really  have  a  problem  on  our 
hands,"  says  trustee  Dr.  James  E.  Da- 
vis, the  ama's  immediate  past  president. 
"Whether  we  decide  to  conduct  an  inde- 
pendent investigation  into  the  matter 
will  depend  on  whether  we  are  satisfied 
with  the  explanation  we  get." 

The  AMA  declines  to  comment  on  the 
board  meeting  or  to  provide  details  of 
the  affair  beyond  a  terse  news  release. 
But  sources  close  to  the  AMA  express 


THE  AMA'S  MANY  SOURCES 
OF  FISCAL  HEALTH 


1988  operating  revenues 

Millions 

MEMBERSHIP  DUES 

$63.51 

ADVERTISING 

38.17 

ROYALTIES 

11.41 

BOOK  AND  PAMPHLET  SALES 

10.19 

RENTAL  INCOME 

8.67 

FINANCIAL  SERVICES 

COMMISSIONS  AND  FEES 

7.67 

ACCREDITATION  AND 

EDUCATIONAL  PROGRAMS 

7.46 

INTEREST  AND  INVESTMENT  INCOME 

5.92 

SUBSCRIPTIONS  EARNED 

4.31 

OTHER  OPERATING  REVENUES 

5.60 

TOTAL  1988  OPERATING  REVENUES 

$162.90 

DATA:  AMERICAN  MEDICAL  ASSN. 

concern  that  the  incident  could  tarnish 
Sammons'  reputation.  They  expect  the 
62-year-old  to  retire  within  a  few  years. 
Although  the  organization  has  no  offi- 
cial retirement  age,  Sammons  has  spent 
15  years  as  the  ama's  top  officer. 

Strobhar,  who  was  with  the  ama  for 
25  years,  is  credited  by  some  trustees 
with  helping  Sammons  rescue  the  associ- 
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ation  from  the  brink  of  bankruptcy 
the  mid-1970s.  Trustees  say  that 
worked  closely  with  Sammons  for  mar 
years  and  was  a  highly  regarded  men 
ber  of  AMA  management.  At  the  time 
the  1987  crash,  he  was  the  ama's  chi( 
operating  officer  and  its  highest-rankin 
nonphysician.  He  had  been  president 
AMA  Services  Inc.,  the  holding  compan 
for  the  .ama's  four  for-profit  units. 

Although  the  affair  has  centered 
alleged  inconsistencies  in  Strobhar's  &  '  ■ 
count  of  a  transfer  of  his  personal  f unc  ^  ^' 
between  two  AMA-controlled  investmei 
funds  prior  to  the  market  crash,  tl 
board  appears  to  be  equally  interested 
Sammons'  role.  "There's  no  doubt  th{ 
questions  will  be  raised  about  Dr.  San 
mons'  judgment,"  says  Dr.  Ray  W.  Gi 
ford  Jr.,  one  of  several  trustees  on  tl 
ama's  19-member  board  who  said  thi  i^^'' 
the  resignation  and  Sammons'  decisic  * 
to  reimburse  his  longtime  colleague  su 
prised  him.  "It's  unsettling,  but  thes 
things  have  to  come  out."  Gifford  adc 
that  he  has  received  several  calls  frof"^' 
AMA  members  seeking  an  explanation 

The  trouble  began  in  late  Septembe 
1987,  when  Strobhar's  $1.4  million  in  pe 
sonal  pension  funds  were  transfers  ^ 
from  a  money  market  account  into 
stock  fund  managed  by  AMA  Adviseil'' 
Inc.,  one  of  the  for-profit  units  und( 
Strobhar's  command.  For  two  weeks  fc 
lowing  the  transfer,  the  market  steadi 
declined.  When  it  plunged  a  record  5(f^ 
points  on  Oct.  19,  Strobhar's  account  lo: 
about  $348,000.  Claiming  that  his  func 
had  been  switched  inadvertently  into  i\ 
riskier  fund — even  though  he  had  signe 
an  authorization  for  a  transfer — Stro 
har  demanded  that  the  ama  reimbur; 
him  for  his  losses,  the  AMA  confirms 
SORELY  TESTED.  Sammons  approved  tl 
reimbursement.  "As  a  longtime,  loy 
and  productive  member  of  the  ama's  e: 
ecutive  team,  I  had  little  reason  to  doul 
Mr.  Strobhar's  characterization  of  tl 
circumstances  surrounding  his  inves  »' 
ment  account,"  Sammons  said  in  a  pr  Wl 
pared  statement.  "However,  there  ai 
certain  facts  surrounding  this  incidei  jinf 
that  cannot  be  corroborated  by  M 
Strobhar  or  the  ama.  Chief  among  the: 
is  exactly  how  Mr.  Strobhar's  authorizffrai 
tion  was  submitted."  Sammons,  throug 
a  spokesman,  declined  to  elaborat  N 
Strobhar  could  not  be  reached  throug  to 
the  AMA,  and  his  phone  number  is  m  to 
listed  in  the  Chicago  area. 

Although  it's  being  sorely  tested 
the  rise  of  specialty  medical  societielt^ 
among  other  challenges,  the  AMA  lai  }i 
year  took  in  $162.9  million  in  revenue  fei 
(table)  and  remains  financially  health; 
Its  management  fitness  at  the  momei 
seems  another  matter. 

By  Julia  Flynn  Siler  in  Chicai 
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PNIVERSAL  PULLS 
m  A  PLUM . . . 

he  moviemaker  has  one  of  the 
vo  likely  Christmas  megahits 


rhe  mere  mention  of  Howard  the 
Duck  still  prompts  snickers  in  Hol- 
lywood. George  Lucas'  1986  niega- 
id  about  a  talking  duck  lost  millions 
r  MCA  Inc.'s  Universal  Pictures  Div. 
it  from  that  disaster  came  an  unlikely 
liance.  MCA  President  Sidney  Jay 
leinberg  was  so  impressed  with  the 
■al  that  Lucas  attorney  Thomas  P.  Pol- 
:k  had  struck  for  his  client  that  he 
red  him  six  months  later  to  run  Uni- 
rsal.  "0.  K.,  so  maybe  it  wasn't  a 
■eat  movie,"  Pollock  said  after  getting 
e  job.  "But  it  was  a  great  deal." 
With  a  client  list  that  also  included 
)n  Howard  and  Tom  Hanks,  the  46- 
ar-old  lawyer  was  hired  to  use  his 
^ay  with  top  talent  to  reverse  Univer- 
I's  three-year  swoon  at  the  box  office, 
le  move  seems  to  be  clicking.  Bol- 
ered  by  such  hits  as  Twins  and  Par- 
tkood,  Universal's  share  of  the  box 
fice  has  nearly  doubled  in  the  past 
ar,  to  14.6%.  That  puts  the  studio  he- 
ld perennial  leaders  Warner  Brothers 
c.  and  Walt  Disney  Co.  But  Hollywood 


BACK  TO  THC  FUTURE  PART  II:  CHRISTOPHER  LLOYD  AND  MICHAEL  J.  FOX  WILL  ALSO  BE  IN  PART  III 


analysts  say  that  Universal's  extraordi- 
narily strong  Christmas  lineup  may  pro- 
pel it  higher  before  1989  is  out  (box). 

Pollock  has  four  films  ready  for  the 
Christmas  rush.  But  the  hottest  holiday 
prospect  is  unquestionably  Back  to  the 
Future  Part  II,  the  sequel  to  a  1985 
smash  that  generated  more  than  $207 
million  in  U.  S.  ticket  sales.  The  movie, 
produced  by  Steven  Spielberg,  stars  Mi- 
chael J.  Fox  as  a  time  traveler  in  sneak- 
ers who  goes  to  the  year  2015  to  see  his 
own  children.  But  Universal  has  high 


hopes  as  well  for  another  Spielberg 
flick.  Always,  a  remake  of  the  1942  film 
.4  Guy  Named  Joe.  Always  stars  Rich- 
ard Dreyfuss  as  a  fire-fighting  pilot  who 
dies  in  a  crash  but  returns  from  the 
afterlife  to  help  a  friend. 
FREE  REIN.  The  Spielberg  film  is  the  first 
he  has  directed  for  Universal  since  his 
1982  smash  E.  T.  The  Extra-Terrestrial. 
Getting  the  superstar  filmmaker  to  re- 
turn was  a  major  accomplishment  for 
Pollock.  While  Spielberg  had  battled 
with  two  other  Universal  studio  chiefs. 


. . .  BUT  THE  REST  OF  THE  HOLIDAY  FLICKS 
LOOK  MOSTLY  HO-HO-HUM 


In  the  mercurial  world  of  moviemak- 
ing, there  aren't  many  sure  things. 
One  is  Eddie  Murphy:  No  matter 
ow  critics  pan  his  films,  they  always 
ell  tickets.  That's  why  Paramount  Pic- 
ures  hears  jingling  as  the  holidays 
raw  near.  The  studio,  now  in 
ourth  place  among  major  studios 
:able),  looks  as  if  it  has  a  box-office 
.dnner  in  Murphy's  latest  film, 
larlem  Nights.  Murphy  stars  as  a 
930s  Harlem  nightclub  owner  beset 
y  racketeers  and  crooked  cops. 
And  it's  looking  as  if  that'll  be 
ne  of  just  two  guaranteed  money- 
lakers  this  Christmas.  The  other, 
rom  MCA  Inc.'s  Universal  Pictures 
)iv.,  is  the  sequel  to  the  1985  super- 
it  Back  to  the  Future.  "It's  going 
D  be  a  rat  race  after  those  two," 
ays  John  N.  Krier,  president  of  Ex- 
ibitor  Relations  Inc.,  which  pre- 
iews  movies  for  theaters. 
One  likely  winner  among  the  also- 
ans  is  Twentieth  Century-Fox  Film 


Corp.'s  War  of  the  Roses,  which  re- 
unites Romancing  the  Stone  co-stars 
Michael  Douglas,  Danny  DeVito,  and 
Kathleen  Turner.  Douglas  and  Turner 
play  a  Washington  (D.  C.)  couple  who 
battle  over  a  prized  town  house. 


WHO'S  UP,  WHO'S  DOWN 
IN  TINSELTOWN 


Studio 

Box-office  percentage 

1989*  1988** 

Rank 

Percent 

Rank 

Percent 

WARNER  BROTHERS 

1 

18.4% 

4 

10.7% 

DISNEY 

2 

15.2 

1 

21.6 

UNIVERSAL 

3 

14.6 

7 

7.7 

PARAMOUNT 

4 

14.4 

2 

14.4 

COLUMBIA/TRI-STAR 

5 

13.8 

6 

9.8 

MGM/UA 

6 

7.6 

5 

9.9 

FOX 

7 

6.4 

3 

11.8 

ORION 

8 

4.3 

8 

7.1 

*As  of  Sept.  24,  1989                        **As  of  Sept.  25,  1988 
DATA;  DAILY  VARIFTY 

Moviegoers  will  get  a  feast  of  stars. 
Paul  Newman  will  play  Louisiana  Gov- 
ernor Earl  Long  in  Blaze,  a  Touch- 
stone Pictures  film  from  Walt  Disney 
Co.  about  the  populist's  affair  with 
stripper  Blaze  Starr.  Sean  Connery, 
Dustin  Hoffman,  and  Matthew  Broder- 
ick  play  three  generations  of  thieves  in 
Tri-Star  Pictures'  Family  Business. 
Tom  Cruise  stars  as  a  disabled  Viet- 
nam veteran  in  Universal's  Boim  on 
the  Fourth  of  July.  The  most  stars  are 
in  Columbia  Pictures'  Steel  Magno- 
lias: Dolly  Parton,  Sally  Field, 
Daryl  Hannah,  and  Shirley  Mac- 
Laine.  Disney's  not  just  banking  on 
stars:  It's  issuing  its  first  animated 
fairy-tale  adaptation  in  30  years, 
The  Little  Mermaid,  based  on  a 
Hans  Christian  Andersen  story. 

Already,  studios  have  started  the 
market  research  that  will  tell  them 
how  hard  to  push  which  flicks.  In 
one  survey,  10%  of  the  audience  list- 
ed Back  to  the  Future  Part  II  as 
their  top  choice,  a  sure  indication  of 
a  hit,  with  Harlem  Nights  just  a 
hair  behind.  After  that:  a  sheer 
cliff — not  a  good  sign  for  a  happy 
holiday  in  Hollywood. 

By  Ro7iald  Grover  in  Los  Angeles 
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TOM  POLLu . 


Pollock  gave  the  director  nearly  free 
rein  to  make  whatever  films  he  wanted. 

Spielberg  and  Pollock  had  worked  to- 
gether before,  when  Pollock  sold  Para- 
mount Pictures  the  package  deal  to 
make  the  1981  film  Raiders  of  the  Lost 
Ark.  Paramount  signed  on  only  after 
most  other  studios  refused,  balking  at 
the  fat  slices  of  the  profits  that  Pollock 
insisted  on  for  Spiel- 
berg and  Lucas,  the 
producer.  It's  that 
kind  of  dealmaking 
that  Pollock's  support- 
ers say  has  made  him 
a  strong  favorite 
among  Hollywood's 
creative  community. 
"He  knows  a  concept 
that  will  work,  and 
when  he  gives  you  his 
word  he  keeps  it," 
says  Brian  Grazer,  co- 
chairman  with  director 
Ron  Howard  of  Imagine  Films  Enter- 
tainment Inc.  Pollock  had  helped  take 
Imagine  Films  public  in  1986.  And  10 
months  after  Pollock  took  over  at  Uni- 
versal, Howard  and  Grazer  followed, 
striking  a  20-picture  deal.  The  result;  a 
string  of  hits  that  includes  The  Dream 
Team,  The  'Burbs,  and  this  fall's  hit 
Parenthood,  which  already  has  grossed 
more  than  $91  million. 
SPIKED  PUNCH.  Being  a  nice  guy  with  the 
talent  may  have  helped  send  hot  projects 
his  way,  but  Pollock  was  also  told  by 
MCA  chief  Sheinberg  to  put  a  lid  on 
sharply  escalating  costs.  One  shrewd 
move:  He  signed  Spike  Lee  to  make  Do 
the  Right  Thing  on  a  paltry  $6.5  million 
budget.  The  film  went  on  to  do  more 
than  $26  million  at  the  box  office. 

Pollock,  who  declined  to  be  inter- 
viewed, is  also  saving  money  by  keeping 
director  Robert  Zemeckis,  Michael  J. 
Fox,  and  the  rest  of  the  Back  to  the 
Future  crew  together  to  shoot  a  third 
installment  for  release  next  summer. 
The  former  agent  makes  $636,692  a  year 
in  salary  and  sits  on  the  .MCA  board.  And 
he  has  made  an  imjjression  on  mca's 
bottom  line.  Through  Sept.  30,  operating 
income  from  mca's  film  unit  increased 
53%,  to  $190.5  million,  as  MCA  reported 
an  overall  42%  increase  in  operating  in- 
come. Net  income  rose  by  35%  ,  to  $120.1 
million,  on  revenues  of  $2.5  billion. 

Sheinberg,  who  jokes  that  his  decision 
to  hire  Pollock  is  "testimony  to  my  own 
genius,"  says  he  knew  back  in  the  dark 
days  that  Pollock  was  more  than  just 
another  flesh-peddling  Hollywood  agent. 
"He  didn't  just  put  together  the  deals," 
says  Sheinberg.  "He  had  actually  read 
the  scripts."  Given  the  chance,  he's  turn- 
ing some  of  them  into  hits. 

By  Ronald  Grover  in  Los  Angeles 


STRATEGIES  I 


UPl  ISN'T  QUITE  READY 
FOR  THE  SPIKE 


Now  the  long-suffering  news  service  is  courting  nonmedia  subscribers 


y  all  rights,  the  persistent  reports 
of  the  imminent  death  of  United 
Press  International  Inc.  should 
long  since  have  come  true.  Since  the  ear- 
ly 1980s,  the  nation's  second-largest  wire 
service  has  been  rocked  by  frequent 
changes  of  ownership,  inept  manage- 
ment, backward  technology,  and  cut- 
throat competition — all  the  while  piling 
up  nearly  $100  million  in  losses. 

But  instead  of  quietly  departing,  UPI  is 
planning  a  comeback  by  reaching  be- 
yond its  traditional  customers — editors 
and  broadcasters — to  sell  to  presumably 
news-hungry  business  executives.  To 
that  end,  UPl's  parent,  Infotechnology 
Inc.,  is  expected  to  announce  shortly  it 
will  buy  Lotus  Development  Gorp.'s 
stock-quote  service  for  about  $10  million. 

Lotus  is  looking  to  unload  its  Signal 
and  QuoTrek  services,  which  it  says  are 


FRONT-PAGE  NEWS  AT  UPI: 
IMPROVING  FINANCES 


▲  MILLIONS  OF  DOLLJIRS  EST 
DATA;  UNITED  PRESS  INTERNATIONAL 


profitable,  because  they  don't  fit  its  stra- 
tegic plan.  But  where  Lotus  sees  a  pe- 
ripheral product,  UPI  sees  10,000  upscale 
customers  who  could  buy  news  and  oth- 
er UPI  reports  along  with  stock  prices. 
UPI  hopes  nonmedia  subscriptions  will 
grow  to  25%  of  revenues,  from  5%'  now. 
A  NEW  ENGINE.  While  the  Lotus  deal  is 
still  in  the  works,  UPI  is  showing  some 
signs  of  fiscal  life.  This  quarter,  it  ex- 
pects to  report  its  first  operating  profit 
in  more  than  a  decade  (chart).  "A  lot  of 
people  had  prematurely  written  us  off," 


says  veteran  White  House  correspor 
dent  Helen  A.  Thomas.  "There  is  som 
optimism  now." 

After  a  long  period  of  unstable  ownei 
ship,  the  biggest  change  in  UPl's  statu 
came  in  1988,  with  its  purchase  by  Infc 
technology,  which  also  owns  Financif 
News  Network.  Its  chairman.  Earl  W 
Brian,  would  not  comment  on  the  Lotu 
deal,  but  he's  eager  to  use  UPI  as  th 
information  engine  of  his  company. 

To  make  that  happen,  Brian  put  foi 
mer  FNN  CEO  Paul  M.  Steinle  atop  UP 
In  the  past  20  months,  Steinle  has  draw 
up  a  new  marketing  plan  and  tightene 
cost  controls  even  as  he  has  struggled  t 
make  sense  of  UPl's  books.  Indeed,  whe 
Infotechnology  took  over  a  $1  millio 
cash  balance,  it  turned  out  to  be,  upo 
close  examination,  a  $100,000  deficit 

The  new  managers  also  are  trying  t 
infuse  UPI  with  more  entrepreneurit 
spirit.  Steinle  has  broken  UPl's  report 
into  23  "products,"  including  stat( 
weather,  and  feature  news.  Eventuallj 
each  will  be  overseen  by  a  manage 
charged  with  its  growth. 
INFO  STREAM.  Along  with  sprucing  up  it 
wares,  UPI  is  dealing  with  its  creak 
technology.  It  is  spending  millions  to  n 
place  its  computers  with  a  state-of-th( 
art  system  that  will  transmit  news  n 
ports,  stock  quotes,  and  other  data  t 
clients  faster.  Customers  will  be  able  t 
pick  and  choose  what  they  want  rathe 
than  take  UPl  on  an  all-or-nothing  basi: 

That's  the  plan.  But  UPI  still  faces  a 
uphill  struggle.  Selling  information  to  P 
owners  has  disappointed  many  medi 
companies.  And  UPI  must  not  only  con 
pete  with  its  far  larger  rival,  the  Assoc' 
ated  Press,  but  it  also  has  to  deal  wit 
specialized  news  services  such  as  thos 
offered  by  Dow  Jones  and  McGraw-Hil 
publisher  of  BUSINESS  week. 

Moreover,  in  its  primarj'  market  c 
newspapers  and  broadcast  outlets,  UI 
must  overcome  a  reputation  for  some 
times  sloppy  reporting  by  an  inexper 
enced  staff.  Says  Peter  Prichard,  senic 
vice-president/news  at  Gannett  Co.:  "A 
of  the  turmoil  and  ownership  change 
they  have  gone  through  has  not  had 
good  effect  on  their  coverage."  If 
can't  improve  its  No.  1  product  whil 
making  itself  over,  UPl  may  yet  write  11 
own  obituary. 

By  Mark  Lewyii  in  Washingto 
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PEEL  OFF  HERE  A 


All  the  know-how  you  need  to  make  a  conference  call 
can  be  picked  up  from  this  page. 


Pick  up  this  card.  Find  a  toucii-tone 
phone*  Then  call  0700  456-1000. 

That's  all  you  need  to  do  to  make 
a  conference  call  with  AT&TALLI  ANCE* 
Teleconferencing  Services.  In  virtually 
no  time  at  all,you  can  set  up  a  meeting 
with  3, 4,  up  to  58  other  beat  ions  ~ 
both  nationally  and  internationally 


Call  1 800  544-6363  if  youd  like 
an  operator  to  set  up  your  call  or  if 
youd  like  to  use  our  Meet-Me  Service 
—which  allows  people  to  dial  directly 
into  your  prearranged  meeting.* 

So  go  ahead  and  set  up  an 
ALLIANCE  teleconference. You'll  learn 
something  you  may  not  have  known. 


It  couldn't  be  easier  to  do. 

For  additional  infonnation 
and  a  free  call  set-up  guide,  call 
1 800  222-0400. 

*Dial  the  conference  operator  at  1 800  S44-6363 
for  information  (^n  calls  originated  from  hotels, 
rotary  and  public  phones,  and  from  international 
and  independent  telephone  company  locations. 
©1989  AT&T 


AT&T 

The  right  choice. 
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uestions  to  ask  yourself  about  business  insurance:  [ 
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good  company  knows  more  than  you 
might  think.  About  your  business,  your 
people,  equipment  and  inventory.  To  properly 
tailor  your  coverage,  they  should  thoroughly 
understand  your  needs. 

Independent  agents  can  help  you 
choose  the  company  that  knows  the  most 
about  your  business.  Agents  often  choose 
the  CNA  Insurance  Companies.  They 
know  CNA  protects  tens  of  thousands  of 
businesses,  large  and  small.  And  that 
we  began  nearly  100  years  ago. 

The  knowledge  our  experience 
brings  can  help  you.  For  example,  we 
may  detect  a  pattern  of  losses  common 
to  businesses  like  yours. Then  we  can 
advise  you  of  safety  measures  to  help 
prevent  them.  And,  by  reducing  your 
risk,  you're  helping  reduce  the  cost  of 
your  insurance. 

Ask  your  agent  about  CNA. 

Insurance  for  individuals, 
businesses,  groups  and  associations. 
Independent  agents  who  represent  CNA 
are  listed  in  the  Yellow  Pages. 

INSURANCE  FROM 

For  All  the  Commitments  You  Make'^ 

CNA  Insurance  Companies/CNA  Plaza/Chicago.  IL  60685 
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lEORGIA-PACIFIC 
lONESITSAX 


Georgia-Pacific  Chairman 
[arsiiall  Hahn  has  shattered 
n  unwritten  rule  in  the  pulp 
nd  paper  business.  Mounting 
le  first  hostile  takeover  at- 
!mpt  from  within  the  indus- 
•y,  Hahn  offered  on  Oct.  30 
)  pay  $3.2  billion  for  competi- 
)r  Great  Northern  Nekoosa, 
ased  in  Norwalk,  Conn, 
reat  Northern  hasn't  said 
9S  or  no  to  the  offer,  but  by 
ov.  1,  the  company's  shares 
id  surged  to  61  ¥2—6%  above 
eorgia  Pacific's  $58  bid. 
hat  indicates  Wall  Street  ex- 
acts rival  suitors  to  force  a 
gher  price. 

If  Hahn  succeeds,  Georgia 
acific  would  vault  to  the  top 
)ot  among  the  nation's  for- 
;t  products  companies,  with 
strong  position  in  paper, 
ilp,  and  linerboard.  Al- 
lough  prices  for  those  prod- 
its  are  softening,  Hahn  fig- 
•es  Great  Northern's  cash 
ow  will  more  than  cover 
keover-related  interest  ex- 
mses,  even  if  the  pulp  and 
iper  markets  plunge. 


LANDSLIDE 

F  CAMPAIGN  MUD 


Voters  who  think  local  elec- 
)n  campaigns  are  little  more 
an  mudslinging  marathons 
ill  find  support  for  their  con- 
asions  in  a  study  by  the 
Iks  at  the  Nexis  news  data 
ise.  A  survey  of  coverage  of 
cent  mayoral  races  reveals 
at  stories  about  a  candi- 
ite's  character  outnumber 
ose  about  urban  issues  such 
crime  or  drugs  by  5  to  1  or 
ore.  Drugs  are  the  next 
ost  frequent  subject  for  a 
mpaign  story.  Education  is 
e  topic  cited  least  often. 


IE  HIGH  COURT  WILL 
fEIGHLTV'S  PENSIONS 


Pension  Benefit  Guaranty 
)rp.  has  won  a  minor  victory 
its  battle  against  LTV.  On 
;t.  30,  the  Supreme  Court 


agreed  to  decide  whether  the 
federal  agency  can  force  the 
bankrupt  steel  company  to  re- 
assume  responsibility  for  $2 
billion  in  pension  fund 
liabilities. 

Two  lower  courts  have  re- 
buffed PBGC's  attempts  to  re- 
turn three  underfunded  plans 
to  LTV.  The  agency  took  over 
the  plans  in  January,  1987. 
Several  months  later,  the 
company,  after  negotiations 
with  the  United  Steelworkers, 
agreed  to  pay  retirees  some 
uninsured  benefits  lost  when 
PBGC  took  over.  The  agency 
tried  to  restore  the  plans, 
claiming  that  if  LTV  could  af- 
ford to  pay  new  benefits,  it 
could  foot  the  whole  bill. 


EASTERN  PILOTS  GET 
THEIR  BACK  PAY 


►  Pilots  at  Eastern  Air  Lines 
won  a  victory  in  a  bitter  sala- 
ry dispute  that  has  been  run- 
ning since  1986.  An  arbitrator 
in  New  York  ruled  on  Oct.  31 
that  the  pilots  are  entitled  to 
an  estimated  $65  million  or 
more  in  back  pay.  In  1986, 
Eastern  pilots  agreed  to  a 
20%  pay  cut  on  the  condition 
that  other  labor  groups  at  the 
airline  didn't  receive  pay 
raises.  That  year,  the  Interna- 
tional Association  of  Machin- 
ists won  an  8%  increase. 

Eastern,  which  is  operating 
under  Chapter  11  of  the  bank- 
ruptcy code,  will  now  have  to 
factor  the  pilots'  claim  into  its 
reorganization  plan.  The  air- 


HELL  HATH  NO  FURY  LIKE  AN  ANGEL  INFRINGED 


Hells  Angels.  The  words  conjure 
up  visions  of  hirsute  outlaws  de- 
voted to  blaring  motorcycles, 
bacchanalian  parties,  and  gener- 
al mayhem.  But  Hells  Angels  is 
also  a  corporation  with  an  image 
to  protect,  and  some  of  its  heavi- 
est rumbles  occur  in  court. 

Hells  Angels  Motorcycle 
Corp.,  as  the  club's  licensing 
arm  is  formally  known,  is  suing 
filmmaker  Roger  Corman  and 
his  production  company,  Concorde-New  Horizons  Pictures, 
over  the  1989  film  Nam  Angels.  The  suit  claims  that  the  movie 
unlawfully  infringes  on  the  Angels'  registered  trademarks  and 
portrays  the  bikers  as  "thugs,  mercenaries  . . .  disloyal  to  each 
other  and  the  organization."  Corman  won't  comment,  but  a 
Concorde  spokesman  says  the  suit  is  "without  basis."  The 
bikers  are  seeking  unspecified  damages  and  an  injunction  halt- 
ing videocassette  sales.  The  dispute  has  escalated  no  further: 
So  far,  no  one  has  pulled  out  any  chains. 


line  is  circulating  copies  of  its 
current  plan  among  creditors. 
Although  the  creditors'  advis- 
er, Goldman  Sachs,  predicts 
that  Eastern  could  fall  short 
of  its  financial  goals,  creditors 
aren't  expected  to  endorse 
any  alternatives. 


WILL  A  LOWER  BID 
WIN  GEORGIA  GULF? 


►  Bidding  contests  are  a  fa- 
vorite tactic  of  most  corporate 
raiders.  But  Dallas  takeover 
artist  Harold  Simmons  has  a 
radically  different  approach. 
On  Oct.  31,  he  offered  $50  a 
share  for  chemical  producer 
Georgia  Gulf.  That's  about 


WORKERS  OF  TWE  WORLD,  li  MEVEi^MINP 


$100  million  less  than  the  $1.2 
billion  that  he  offered,  and 
Georgia  Gulf  rejected,  last 
summer.  Simmons,  who  al- 
ready owns  9.97'  of  Georgia- 
Gulf,  has  given  shareholders 
until  Nov.  15  to  accept  his  lat- 
est proposal. 

Simmons  has  precedent  on 
his  side  in  thinking  that  share- 
holders might  decide  to  accept 
a  lower  bid.  Back  in  1986, 
Simmons  offered  $900  million 
for  NL  Industries  but  ended 
up  acquiring  a  controlling  in- 
terest in  the  Houston  chemi- 
cal company  for  $260  million. 
Says  a  Simmons  spokesman: 
"Harold's  a  contrarian.  He  be- 
lieves you  can  actually  offer 
less  money  and  still  get  a 
company." 


CAMPBELL'S  McGOVERN 
TURNS  IN  HIS  APRON 


►  Amid  disappointing  results, 
internal  dissension,  and  major 
staff  cutbacks,  Campbell 
Soup  Chief  Executive  Gordon 
McGovern  quit  on  Nov.  1. 
During  his  tenure,  the  compa- 
ny's sales  doubled  from  $2.8 
billion  to  $5.7  billion,  while 
profits  plunged  from  $130  mil- 
lion to  $13  million  for  the  last 
fiscal  year.  Lately,  he  failed 
to  stop  market  share  declines 
for  the  company's  mainstay, 
its  condensed  soups.  H 
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y  this  time  tomorrow,  nearly  two 
million  people  will  fly  on  Boeing  jetliners. 


hin  the  next  hour,  some  800 
3,  jetliners  will  take  off  from 
all  over  the  earth, 
hour  after  that,  anotlier 
"i  be  on  their  wav. 


\\  ithin  the  next  24  hours,  Boeing 
planes  will  take  off  about  20.000 
time.-^.  .\nd  tliey  ll  carry  nearly  v^  o 
million  passengers. 

A  unique  da\  :'  Not  at  all.  This 


same  kind  of  activin."  goes  on  l 
tliroughout  the  world,  throughout  r 
tlie  xear  j 
In  fact,  well  over  a  billion  peopl  I 
will  travel  bv  air  this  \"ear 


hnd  nearly  two  thirds  of  those 
sengers  will  fly  on  Boeing  jetliners. 
Boeing, 

We  don't  just  deliver  a  lot  of 
)lanes.  We  deliver  a  lot  of  people. 


Its 

Not  Just 
Myjob.. 

Its  My 


•/  I  car 

Company 


THAT'S  W'H^'  I  CAN  GET  YOU  OUT 
OF  HERE  IN  NEXT  TO  NO  TIME. 

When  you  hear  us  say  "We're  trying  harder 
than  ever."  what  does  that  mean  to  you'!'  It 
means  when  you're  on  the  go.  we're  going 
to  get  you  going  as  fast  as  we  can.  Because 
e\"er\'  employee-owner  of  Avis.  Inc.  under- 
stands that  our  success  means  keeping 
you  satisfied. 

WTiether  you're  renting  with  our  Avis 
Express  ■  service  or  dropping  off  your  car 
with  Ro\'ing  Rapid  Return"'  we're  making 
our  fast  ser\nce  even  faster.  Matter  of 
fact,  since  we  bought  the  place,  we've 
added  over  50  more  Ro\'ing  Rapid  Return 
locations  across  the  country  for  your 
convenience. 

Combine  all  that  service  with  our 
competitive  rates  and  well-miaintained  GM 
and  other  fine  cars  and  you've  got  a  lot  of 
good  reasons  to  rent  from  the  employee- 
owners  of  Avis.  Just  call  an  owner  todav 
at  1-800-331-1212  or  call  your  travel 
consultant.  Find  out  how  our  company 
can  make  your  job  a  little  easier 


MIS 


We're  trying  harder  than  ever. 


EDITED  BY  STEPHEN  H.  WILDSTROM 


MEMO  TO  THE  AIRLINES:  DEREGULATION'S 
»AYS  ARE  NUMBERED 


On  Nov.  1,  the  House  sent  a  message  to  the  airline 
industry.  By  voting  300  to  113  to  give  the  Transporta- 
tion Secretary  the  power  to  block  the  acquisition  of 
tore  than  15%  of  a  U.  S.  carrier,  lawmakers  made  clear  that  a 
3cade-long  experiment  with  decontrol  of  the  airline  business 
as  come  to  an  end. 

Since  1978,  when  Congress  began  to  free  airlines  from  eco- 
omic  regulation,  the  industry  has  been  through  a  series  of 
mvulsive  changes.  At  first,  the  deregulation  seemed  to  work 
5  intended,  as  a  dozen  or  more  new  competitors  jumped  into 
le  business.  But  after  a  brutal  shakeout,  the  industry  wound 
p  in  the  grip  of  six  megacarriers,  which  fly  90%  of  all 
issengers.  And  prices  are  on  the  rise. 
The  disappearance  of  competition  and  rising  concerns  about 
?rvice  and  safety  have  strained  Congress'  patience.  The 
-eaking  point  came  when  U.  S.  carriers  became  the  target  of 
.keover  artists  financed  in  large  part  by  foreign  airlines. 
)WER  SHIFT.  Transportation  Secretary  Samuel  K.  Skinner 
ilped  fuel  the  fires  of  reregulation  when  he  warned  of  the 
ingers  of  excess  leverage  in  airline  buyouts,  then  forced 
LM-Royal  Dutch  Airlines  to  restructure  its  investment  in  nwa 
ic.  Many  on  Wall  Street  blamed  him  for  the  collapse  of  the 
ritish  Airways-backed  buyout  of  UAL  Corp. 
Now  the  Secretary  is  in  danger  of  being  handed  more  power 
lan  he  wants.  Skinner  says  he  would  recommend  that  Presi- 
;nt  Bush  veto  the  House  bill,  sponsored  by  aviation  subcom- 
ittee  Chairman  James  L.  Oberstar  (D-Minn.),  because  it 
ould  "send  the  wrong  message  to  the  investment  community, 
.rriers,  foreign  governments,  and  the  public." 
Nonetheless,  new  regulatory  legislation  is  likely  to  be  en- 
led — next  year  if  not  this.  The  Senate  is  pushing  ahead  with 
buyout  bill  less  restrictive  than  the  House  version.  A  biparti- 
.n  group  led  by  Senate  aviation  subcommittee  Chairman 
endell  H.  Ford  (D-Ky.)  is  backing  a  measure  that  would 
quire  the  Transportation  Secretary  to  certify  that  any  acqui- 
don  of  an  airline  would  not  harm  air  safety. 
Another  bill,  sponsored  by  Senator  John  McCain  (R-Ariz.), 
eks  to  enhance  competition  in  the  industry.  It  would  force 


airlines  to  sell  off  their  computerized  reservation  systems  by 
1991  and  would  give  the  Transportation  Dept.  the  authority  to 
reduce  the  dominance  of  any  single  carrier  at  a  major  airport. 

The  Administration  has  not  taken  a  position  on  either  Senate 
measure.  And  many  on  the  Hill  think  the  White  House's 
silence  means  that  Bush  would  be  prepared  to  sign  such 
legislation.  The  U.  S.  is  not  going  back  to  the  days  when  the 
government  had  to  approve  every  schedule  change.  But  for 
the  airlines,  the  days  of  freewheeling  deregulation  are  ending. 

Bi/  Set/i  Payyie 


IS  DANNY  WALL 
ON  THE  WAY  OUT? 


The  long-running  savings  and  loan  scandal  may  be  about 
to  claim  its  final  victims.  New  revelations  about  the 
failure  of  Lincoln  Savings  &  Loan  Assn.  in  Irvine,  Calif., 
may  doom  M.  Danny  Wall,  who  survived  the  collapse  of  the 
Federal  Home  Loan  Bank  Board  to  become  director  of  the  new 
Office  of  Thrift  Supervision  (OTS).  And  the  Senate  Select  Ethics 
Committee  is  stepping  up  its  probe  into  relations  between  five 
senators  and  the  thrift's  former  owner,  Charles  H.  Keating  Jr. 

Wall  seemed  to  reach  the  end  of  the  line  when  William  K. 
Black,  counsel  of  the  San  Francisco  OTS  office,  indicated  to  the 
House  Banking  Committee  that  Wall  delayed  closing  Lincoln 
because  of  pressure  from  Keating.  Chairman  Henry  B.  Gonza- 
lez (D-Tex.)  demanded  Wall's  resignation,  and  though  he  has 
asked  for  the  regulator's  head  before,  this  time  he  may  get  it. 

Meanwhile,  the  Senate  ethics  panel  has  asked  Senators  Den- 
nis DeConcini  (D-Ariz.),  Alan  Cranston  (D-Calif.),  John  McCain 
(R-Ariz.),  Donald  W.  Riegle  Jr.  (D-Mich.),  and  John  H.  Glenn 
Jr.  (D-Ohio)  to  answer  charges  that  they  interfered  in  the 
Lincoln  case.  The  five,  who  received  a  total  of  $1.5  million  in 
campaign  contributions  from  Keating  and  his  associates,  may 
also  be  asked  to  testify  before  Gonzalez'  committee. 

By  Catherine  Yang  and  Paula  Dwyer 


ftPITAL  WRAPUPI 


:hild  care 


ftAJfill  a  child-care  bill  emerge  from 
WW  this  year's  legislative  swamp? 
'Jot  likely.  Until  now.  Democratic  opti- 
nists  had  hoped  that  Senate  conferees 
vould  agree  to  a  version  of  the  child- 
are  language  that  the  House  wrote 
nto  a  big  deficit-reduction  bill.  The 
onference  committee,  however,  would 
ilmost  certainly  want  to  cut  back  on 
he  expensive  mixture  of  grants  and 
ax  credits  that  the  House  has  passed. 
Ixki  time  is  running  out  for  such  ma- 
leuvering,  and  the  continuing  contro- 
ersy  over  capital  gains  has  caused  the 
ienate  to  grind  to  a  halt.  Finally,  Presi- 
lent  Bush  may  veto  any  child-care  plan 


that  goes  beyond  his  original  proposal 
of  a  new  tax  credit.  So  even  though 
child-care  legislation  has  passed  both 
houses,  advocates  may  still  have  to 
wait  until  next  year. 

DEFENSE  

Preliminary  1991  budget  recommen- 
dations circulating  in  the  Pentagon 
reveal  the  extent  of  the  military's  fis- 
cal crunch.  Under  one  recommenda- 
tion, the  Air  Force  would  be  required 
to  turn  250  aircraft,  mostly  ground-at- 
tack planes,  over  to  the  Air  National 
Guard.  Another  plan  would  centralize 
purchases  of  data  processing  equip- 
ment, ending  the  services'  jealously 
guarded  independence. 


THE  SENATE 


If  Senator  Claiborne  Pell  (D-R.  I.)  de- 
cides to  retire  next  year,  Senator  Jo- 
seph Biden  (D-Del.)  will  have  a  choice 
to  make.  Either  he  can  replace  Pell  as 
chairman  of  the  prestigious  Foreign 
Relations  Committee,  or  he  can  remain 
chairman  of  the  Judiciary  panel.  Biden, 
whose  bid  for  the  1988  Democratic 
Presidential  nomination  collapsed  in  a 
plagiarism  scandal  and  who  has  under- 
gone surgery  for  a  brain  aneurysm, 
says  he  doesn't  plan  to  try  for  the 
White  House  again.  But  Senate  watch- 
ers think  Biden  may  give  up  the  Judi- 
ciary post  for  the  potentially  much 
more  visible  Foreign  Relations  slot. 


HINGTON  OUTLOOK 
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jti  KODAK 


Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  l<nows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 

customers  are  telling  us  that  we're  #/  in  customer  satisfaction,  in  reliability 
in  service,  in  copy  quality. 

loin  the  Kodak  copier  family  of  customers  who  are 
not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's  a  great  way  to 
save  on  every  Kodak  copier 

Call  for  details:  1 800  255-3434,  Ext.  152. 


W^The  new  vision  of  Kodak 


©  Eastmjn  Kodak  Company,  t9H9 


ling  the  wheels  of  industrv 
ing  these  da\  s  takes  more 
capital-il  also  takes  a  steadv 
i)f  ideas  for  putting  ihalc  api- 
I  best  use.That's  \vh\  hundreds 
iinpanies  whose  business  runs 
heels  ha\e  turned  to  GE Capi- 
)r  hnancial  ser\  ices, 
ne  of  our  capital  ideas  paned 
ast-growing  Last  and  West 
,t  business  of  PenskeTruck 
sing  with  the  strengths  oi  our 
ing operations  in  the  countrvs 


inieriorThissvnergvbuilta 
nationwide  joint  venture  that  has 
( )\er  33.01 1( )  \ehic  les  ( )n  the  roll. 

Capital  ideas  are  keeping  Aniei- 
itas  railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  onlv  the 
capital  investment. but  also  main- 
tenance worries. 

Our  vehicle  tleet  management 
expertise  gave  us  the  capital  idea 


t( )  ( )fter  ( )ur  corporate  tleet  man- 


ager cuslomers-whether  ihev 
lease,  cjwn  or  reimburse-a  range 
of  \alue-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
emplovee  expense  reimbursement 
control. 

.\nd  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states. 
heljDed  b\  Capital  ideas  for  in\en- 
torv  financing,  working  capital  and 
real  estate  k)ans.  and  acquisition 
funding  to  add  new  dealerships. 


\\  hether  or  not  \()ur  Dusmess 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckk)ad  of 
ideas  for  helping  \»>u  keep  ii  in 
the  fast  lane. 

lust  call  us  at  our  toll-free 
nunibn-;]  800  243-2222. 

That's  all  il  takes  to  get  the  ball 

i(  )lling. 

Not  just  Capital 
Capital  Ideas. 


Capital  Ideas 
get  rolling 

at  GE  toitaL 


GE  Capita/ 


nternational  Business 


EXICOI 


MONTERREY  CONGLOMERATES 
ARE  FAST  RESTRUCTURING 


MEXICO'S  GIANTS 
MARCH  NORTH 


I  few  are  buying  big  in  the  U.S.  to  become  world-class  players 


N 


ow  that  protectionism  is  crum- 
bling in  Mexico,  executives  sucii 
as  Lorenzo  H.  Zambrano  are  see- 
g  the  business  world  in  stark  Darwin- 
n  terms:  Eat  or  be  eaten.  Zambrano, 
le  chief  executive  of  Cementos  Mexi- 
inos,  or  Cemex,  has  gone  on  a  buying 
)ree,  spending  more  than  $800  million 
)  far  this  year  for  cement  companies  in 
exico,  Texas,  and  California.  Suddenly, 
s  company  sits  atop  the  North  Ameri- 
m  cement  market  and  ranks  fourth  in 
le  world.  "If  we  didn't  grow,"  says 
imbrano  in  his  downtown  Monterrey 
"fice,  "one  of  the  giants  would  have 
)ught  us." 

Zambrano  isn't  alone.  As  Carlos  Sali- 
is  de  Gortari's  government  tears  down 
ade  and  investment  barriers,  Mexico's 
ng-pampered  and  protected  companies 
ust  quickly  devise  strategies  to  con- 
ler  niches  in  world  markets  and  defend 
I'.eir  home  turf — or  get  gobbled  up  by 
e  competition.  Sharply  lower  tariffs  on 


everything  from  pet  food  to  petrochemi- 
cals are  forcing  Mexican  industrialists  to 
adapt  to  a  more  global  market.  "The 
economic  border  between  Mexico  and 
the  United  States  has  disappeared,"  says 
Zambrano.  "We  are  North  American 
companies." 

For  the  savvier,  Salinas'  reforms  open 
up  tremendous  opportunities  for  growth. 
Cemex'  crosstown  neighbor  Vitro,  Mexi- 
co's largest  glass  company,  is  just  clos- 
ing a  $920  million  deal  to  purchase  the 
No.  2  U.  S.  glassmaker.  Anchor  Glass 
Container  Corp.  of  Tampa,  Fla.  Now,  Vi- 
tro is  challenging  U.  S.  leader  Owens- 
Illinois  Inc.  in  the  American  market. 
FRESH  START.  Monterrey,  a  city  proud  of 
its  smokestacks  and  distrustful  of  the 
government,  has  long  been  regarded  as 
Mexico's  private-industry  capital.  The 
dry,  mountain-ringed  city  is  home  to  sev- 
eral big  consortiums  that  represent  Mex- 
ico's best  candidates  to  succeed  as  global 
companies.  Besides  Cemex  and  Vitro, 


these  include  steelmaker  Grupo  Industri- 
al Alfa,  brewer  Grupo  Visa,  and  plastics 
gi'oup  Cydsa.  But,  executives  admit,  the 
groups  must  focus  investment  on  core 
businesses  that  can  make  it  in  the  global 
fray  and  spin  off  the  rest.  "Our  plans 
from  the  '70s  and  early  '80s  must  be 
thrown  away,  burned,"  says  Peter  T. 
Hutchison,  a  senior  vice-president  at 
Alfa,  which  diversified  into  everything 
from  steel  tubes  to  sausage  links. 

Vitro  and  Cemex  are  well-positioned. 
Both  companies  stuck  to  their  knitting 
during  Mexico's  spending  boom  in  the 
'70s.  Unlike  their  neighbors  Alfa,  Visa, 
and  Cydsa,  they  avoided  racking  up  crip- 
pling debt.  What's  more,  so  far  both  Ce- 
mex and  Vitro  still  enjoy  near-monopo- 
lies in  the  domestic  market,  which 
provide  them  with  the  cash  to  grow 
abroad. 

Vitro's  advanced  in-house  technology 
gives  it  a  special  edge.  During  World 
War  II,  when  glassmaking  equipment 
from  the  U.  S.,  Germany,  and  Britain 
was  unavailable.  Vitro  opened  its  own 
machine  shop.  This  grew  into  a  company 
called  Fama,  which  designs  and  pro- 
duces much  of  Vitro's  glassmaking 
equipment  and  even  exports  machines  to 
Japan  and  Europe.  Vitro  plans  to  outfit 
Anchor  with  $400  million  worth  of  new 
Fama  machinery  over  the  next  five 
years.  The  upshot,  says  Vitro's  CEO,  Er- 
nesto Martens,  is  that  the  glassmaker,  a 
$1.1  billion  company  with  $400  million  in 
cash  flow  before  the  takeover,  now  has 
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Some  cars  are  caOed  "new"  more  by 
\  irtue  of  their  date  of  release  than 
by  their  degree  of  innovation.  Not 
so  the  Lexus  LS  400  luxury  sedan. 


Next,  consider  that  its  armed 
a  Four-Cam.  32-valve.  250-horsepo 
\  8  engine. 

For  a  luxury  sedan  to  have 


IntroduciigThe  Lexus  LS4D( 
It's  Not  ACar,  It's  An  Inventioi 


If  this  sounds  like  so  much  adver- 
tising hyperbole,  consider  the  fact  that  the 
automobile  you  see  before  you  has  a  long 
list  of  patents  pending. 


much  muscle  is  impressive  by  itseL 
But  the  1400  engineers  fi 

Toyota  didn  t  stop  to  be  impressed. 
Instead  thev  insisted  on  wed 


©  1989  Lexus.  A  Dmswn  ofToyola  \tulor  Sales  L.S.  I..  Inc.  Lexus  remind.^  mu  lo  wear  seat  I 


ind  of  power  to  an  astonishing  level 
ciency.  Indeed,  the  Lexus  LS  400  is 
cted  to  be  one  of  the  only  250-horse- 
r  luxury  sedans  able  to  avoid  the 
a,  as  well  as  the  cost,  of  the  U.S. 
azzler  tax.* 

In  fact,  no  single  aspect  of  the 
)0's  performance  comes  at  the 
ise  of  another. 


acceleration  if  it  becomes  unusable  in 
foul  weather? 

Their  answer  was  an  engineering 
breakthrough  called  TRAC,  otherwise 
known  as  our  new  optional  Traction 
Control  System. 

TflAC  can  actually  sense  when  the 
rear  drive  wheels  are  beginning  to  slip 
on  slick  surfaces.  Within  milliseconds, 


For  example,  while  the  LS400 
ip  from  zero  to  60  mph  in  only 
,'onds,**  our  engineers  asked  them- 
5  what  is  the  good  of  such  swift 


TRAC  can  limit  the  wheelspin  by  throt- 
tling back  the  engine  and  pulsing  the 
rear  brakes. 

As  for  the  four  vented  disc  brakes 


them.selves,  they're  activated  by  one  of  the 
world  s  most  advanced  Anti-lock  Braking 
Systems,  capable  of  sensing  different 
levels  of  traction. 

The  same  degree  of  ingenuity  was 
reserved  for  the  cars  interior  as  well. 

Lavished  in  California  Walnut  and 
optional  leather  trim  and  seats,  the 
cabin  also  features  as  standard  equip- 
ment what  may  be  the  first  power  tilt  steer- 
ing wheel  in  America  that  combines  the 
comfort  of  an  adjustable  telescopic  col- 
umn with  the  prudence  of  an  airbag  Sup- 
plemental Restraint  System. 

And  to  the  right  of  this  same  re- 
markable column  you'll  find  something 
else  of  note. 

The  ignition  switch. 

To  acquire  the  key  for  it  and  to 
arrange  a  test  drive,  call  800-USA- 
LEXUS  for  the  dealer  nearest  you. 

You'll  find  that  when  it  comes  to 
new  and  better  ways  to  serve  you,  he's  as 


^.  ---p"--  


The  Relentless  Pursuit  Of  Perfection. 


eed  laws.  *Est.  18  nty/23  hivy.  preliminary  1990  mileage  figures  determined  h\ Lexus.  See  \t>ur  dealer  fin  details.  **Es!imated  performance  figure  based  on  manufacturer's  test  of  prototype. 


It's  like  belonging  to  an  exclusive  club, 
onl\  the  dues  are  far  more  reasonable. 

Introducing  the  PowerMate  286  and  286  Plus 


If  price  has  kept  you  out  of  that  set  of  top 
quality  2S6-based.  industn."  standard  PC's,  we've 
got  sfime  good  news.  The  barrier  just  fell. 

The  PowerMate^  286  is  an  affordable  10  MHz 
machine  with  4  expansion  slots  and  optional  built-in 
Super  EGA  graphics.  And  its  low  cost  makes  it  the 
perfect  entr>  le\-el  system  or  LAN"  workstation. 

The  PowerMate  286  Plus  goes  even  further 
It  gives  you  exceptional  per- 
formance in  a  286  desktop 
computer  It  s  a  12  MHz.  ri  wait 
state  machine  with  1  .MB  of 
memor\-  standard,  expandable 
to  16  .MB.  And  the  mou.se.  ser- 
ial and  parallel  pons  and  \'Gl\ 


graphics  are  fully  integrated  on  the  motherboard. 
Which  fr^  f^'-  up  its  5  expansion  slots  for  network- 
ing, memory  and  other 
add-in  boards. 

And  with  new  stream- 
lined cabinets,  these  machines 


—    take  up  hardh"  an\-  room  on 
 vourdesk. 


R,u^Ma^.2S6P,us  ^.^y.j^  looking  to  gain 

access  to  the  world  of  286-based  computers,  look 
to  NEC.  the  -S24  billion  world  leader  in  computers 
and  communications. 
You"  11  find  the  dues  are 
quite  To  your  liking. 
WE'RE  MAKING  THING.S  BETTER  FOR  VOL 


SEC 


NEC  Information  Systems,  Inc..  1414  .Massachusetts  .Ave..  Boxborough.  MA  01719.  l-s(»U-.\EC-I.\FC).  In  Canada.  1-SO0-343-441S. 
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,  captive  market  for  its  equipment  that 
viW  allow  it  to  keep  up  spending  on  re- 
earch  and  development. 

While  Vitro  bought  a  Florida-based 
ompany,  Cemex  stayed  close  to  the  bor- 
er. In  August,  Cemex  bought  Cemen- 
os  Tolteca  and  the  Western  U.  S.  affili- 
tes  of  Blue  Circle  Industries  PLC  for 
725  million.  These  moves  gave  Cemex 
6%  of  the  Mexican  market  and  cut  deep 
iroads  into  the  U.  S.  At  the  same  time, 
lemex  picked  up  two  Houston  compa- 
ies,  Houston  Shell  &  Concrete  and  Gulf 
loast  Cement,  for  $45  million.  A  $40 
lillion  deal  for  half  of  Pacific  Coast  Ce- 
lent  of  Los  Angeles,  which  controls 
early  a  quarter  of  the  Southern  Califor- 
ia  market,  should  close  by  the  end  of 
ae  year. 

Alfa  will  have  a  tougher  time  than  the 
thers  choosing  which  o])erations  to  em- 


Sky-high  interest  rates 
and  investor  jitters 
are  making 
capital  a  rare  commodity 


phasize.  For  the  $2  billion  company,  the 
decision  might  be  made  by  the  cost  of 
capital.  Despite  government  efforts  to 
bring  down  interest  rates,  investor  jit- 
ters are  keeping  Mexican  rates  sky-high 
at  around  407" — a  full  207^  above  infla- 
tion. This  discourages  investment,  espe- 
cially in  such  capital-intensive  industries 
as  steel  and  petrochemicals,  Alfa's  larg- 
est businesses.  Even  Alfa's  foreign  part- 
ners, which  include  Ford,  Du  Pont,  and 


West  Germany's  BASF,  are  reluctant  to 
finance  joint  peso  investments  at  such 
rates.  "Those  rates  eliminate  our  com- 
petitive advantages,"  says  Jose  de  Jesus 
Valdez,  president  of  Alfa's  petrochemi- 
cals sector.  Foreign  loans  are  scarce, 
since  banks  are  keeping  tight  reins  on 
their  Mexican  portfolios. 

Just  as  U.  S.  corporations  move  labor- 
intensive  operations  into  maqiiiladoras 
on  the  Mexican  side  of  the  border,  Mexi- 
co's global  companies  may  start  shifting 
capital-intensive  investments  north.  Zam- 
brano  says  he  may  build  his  next  plant 
in  San  Antonio,  financing  it  with  U.  S. 
credit  and  shipping  the  cement  south  to 
Mexico.  Increasingly,  both  U.  S.  and 
Mexican  companies  are  treating  the  Rio 
Grande  as  just  another  North  American 
river. 

By  Stephen  Baker  in  Monterrey,  Mexico 


tITAINI 


IAS  THE  IRON  LADY 
LOST  HER  GOLDEN  TOUCH? 


'hatcher  is  increasingly  isolated — and  vulnerable  to  a  party  coup 


B 


ritish  Prime  Minister  Margaret 
Thatcher  has  never  been  person- 
ally popular  at  home.  But  she  has 
ad  an  uncanny  ability  to  put  forward 
lear-cut  policies  that  brought  Britain 
ack  from  the  walking  wounded  of  in- 
ustrial  countries.  Now,  Thatcherism 
;  wearing  thin.  There  is  mounting 
vidence  that  the  Western  world's 
)ughest  and  most  successful  leader 
ver  the  past  decade  is  not  just  un- 
opular  but  also  isolated,  out  of 
)uch,  and  perhaps  even  vulnerable 
)  a  party  coup. 

Ever  since  a  poorly  handled  Cabl- 
et shakeup  in  July,  suspicions  have 
rown  that  Thatcher  has  been  losing 
er  political  acumen.  Matters  came 
)  a  head  in  late  October  with  the 
brupt  resignation  of  Thatcher's 
mg-serving  Chancellor,  Nigel  Law- 
Dn.  His  departure — triggered  by  a 
plit  on  the  esoteric  issue  of  the  Eu- 
)pean  Monetary  System  as  well  as 
'ustration  at  being  second-guessed 
y  Thatcher — unleashed  an  extraor- 
inary  outpouring  of  criticism  from 
11  levels  of  the  party.  Former  Tory 
arty  Chairman  Norman  Tebbit 
lasted  her  "semi-detached"  brand 
f  governing.  Other  leading  Tories 
emanded  that  she  change  her  domi- 
eering  style.  All  were  well  aware 
lat  polls  now  give  her  the  lowest 
iting  of  any  Prime  Minister  since 
invassing  began  50  years  ago,  mak- 

ERNATIONAL  BUSINESS 


ing  her  a  growing  liability  to  the  Conser- 
vative Party. 

Thatcher  seems  to  have  lost  her  touch. 
The  domestic  economy,  once  her  pride 
and  glory,  is  heading  into  recession  un- 
der the  weight  of  157  interest  rates  and 


government  disarray  on  policy.  "High  in- 
terest rates  will  damage  investment," 
says  David  Lees,  chairman  of  GKN  PLC,  a 
leading  auto-parts  and  engineering  com- 
pany. "That  is  very  serious  as  you  look 
to  competing  in  Europe." 

In  fact,  the  accelerating  rate  of 
change  in  Eastern  and  Western  Europe 
appears  to  have  swept  right  past  Thatch- 
er. Despite  her  claim  to  be  a  "good  Eu- 
ropean" fully  committed  to  economic  in- 
tegration, Thatcher  is  balking  at  going 
the  final  mile  toward  monetary  and  polit- 
ical union. 

POUND-FOOLISH?  Thatcher's  opponents 
are  making  the  question  of  whether 
Britain  should  tie  the  pound  to  the 
other  major  European  currencies  the 
big  test  of  her  commitment  to  Eu- 
rope. Thatcher's  go-slow  approach 
alienated  not  only  Lawson  but  also 
such  other  veteran  Tories  as  Sir 
Geoffrey  Howe.  He  was  bounced 
from  his  Foreign  Office  job  last  sum- 
mer to  a  new  post  as  Deputy  Prime 
Minister,  from  which  he  continues  to 
prod  Thatcher  to  pick  up  the  pace  on 
Europe. 

For  now,  some  Tory  stalwarts  are 
rallying  round  Thatcher  for  the  sake 
of  the  party.  Even  so,  the  whispered 
possibility  of  the  party's  replacing 
her  continues.  Thatcher  doesn't  have 
to  face  voters  until  June,  1992 — 
which  is  plenty  of  time  to  recover  for 
a  general  election.  But  she  has  to 
restore  party  morale  now  or  become 
increasingly  isolated  even  among  her 
most  faithful.  Yet  few  think  she'll 
change.  The  uncompromising  style 
that  worked  so  well  at  home  now 
looks  imperial  in  a  new  Europe 
where  compromise  and  cooperation 
are  the  new  watchwords,  and  it's 
scaring  Britons,  too. 

By  Richard  A.  Melcher  in  London 
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'^Uncommonly  versatile,  uncommonly 
productive,  the  Gulf  stream  IV  could 
very  well  be  the  only  business  aircraft 
you  need  to  own  and  operate/' 


"Almost  everyone  who  knows  anything 
about  business  aircraft  seems  to  agree  on 
ane  point:  when  8, 10, 12  or  more  people 
need  to  go  on  a  long  business  trip,  there's 
nothing  quite  like  going  in  the 
Gulfstream  IV. 

It  has  the  range  and  speed  to  fly  nearly 
5,000  statute  miles  non-stop  in  about  9.5 
hours;  the  reliability  of  its  engines  and 
systems  helps  make  every  hour  pass 
placidly;  and  a  big,  roomy  cabin  makes 
every  mile  go  by  comfortably 

What  sometimes  gets  overlooked  in 
thinking  about  the  Gulfstream  IV, 
however,  is  the  fact  that  it  brings  these 
capabilities  to  every  trip  it  flies — 
including  those  that  go  only  a  few  hun 
dred  miles. 

As  a  result,  and  in  the  right  hands, 
the  Gulfstream  IV  can  become  a  unique 
asset  in  a  corporate  aircraft  operation.  In 
fact,  it  is  perfectly  plausible  to  expect  this 
one  amazing  machine  to  do  as  much  as  two 


By  Charles  N.  Coppi 

Senior  Vice  President,  Technology 
Gulfstream  Aerospace  Corporation 


lesser  aircraft,  and  perhaps  even  more. 

Its  size  alone  is  a  plus  in  helping 
achieve  optimum  utilization.  (In  our 
experience,  people  seldom  pass  up  the 
opportunity  to  ride  in  a  Gulfstream. 
And  remember,  the  Gulfstream  IV  can 
take  more  passengers  more  places  faster 
than  any  other  business  aircraft.) 

Itineraries  can  be  planned  in  which 
the  Gulfstream  IV  flies  multiple  legs  of 
various  lengths  in  a  day  without  refuel- 
ing. (We  won  t  pretend  it  s  going  to  use 
less  fuel  than  a  lesser  airplane.  But  the 
Gulfstream  IV  is  the  most  fuel-efficient 
jet  we  ve  ever  built.  And  aerodynamicists 
can  prove  that,  pound  for  pound,  it  is  the 
most  fuel-efficient  business  jet  anybody's 
ever  built.) 


An  acknowledged  authority  on  the  design 
and  engineering  of  business  aircraft, 
Charles  Coppi  has  helped  shape  many  of 
the  significant  technological  advances 
found  in  four  generations  of  Gulfstream 
executive  aircraft. 
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Despite  its  size,  the  Gulfstream  IV 
can  use  airports  you'd  expect  to  be  lim- 
ited to  much  smaller  jets. 

It  is  also  a  good  neighbor  There  aren  t 
many  airports  more  noise-sensitive  than 
Washington's  National  Airport;  the 
FAA  says  the  Gulfstream  IV,  with  its 
Rolls-Royce  Tay  engines,  is  quiet  enough 
to  come  and  go  there  anytime,  day  or 
rught.  (What  that  also  says  is  you  can 
plan  on  going  almost  anywhere  you 
want  to  go,  when  you  want  to  go  -  which 
is  the  fundamental  reason  to  operate  any 
business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it 
uncommonly  productive. 

We  can  show  you  why  and  how  this 
happens  on  an  actual  business  trip  you 
and  your  key  executives  have  to  take 
somewhere  at  home  or  abroad. 

If  you  need  to  go  5,000  miles  non- 
stop, fine. 


The  technology  of  computerized  genera- 
tion and  management  of  flight  information 
and  electronic  instrument  systems  found 
in  the  Gulfstream  IV  cockpit  will  still  be 
considered  advanced  in  the  year  2000. 


K  we  can  take  you  5,000  miles  in  five  or 
six  stops  in  a  single  day  that's  okay  too. 

If  we  can  have  the  time  to  show  you 
how  the  Gulfstream  IV  does  both,  so 
much  the  better 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in 
its  proper  perspective. 

The  person  who's  ready  to  see  that 
you  get  that  chance  is  Robert  H.  Cooper, 
Senior  Vice  President,  Gulfstream 


Marketing. 

Call  him  at 
(912)964-3234:' 


Gulfstream 
/Icrospacc 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 
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JAPANESE  VOTERS  MAY  SETTLE 
FOR  THE  LDP— WARTS  AND  ALL 


y  contrast  with  the  elders  who  dominate  the  long-ruUng 
Liberal  Democratic  Party,  58  year-old  Toshiki  Kaifu, 
Japan's  second-youngest  postwar  Prime  Minister,  pro- 
jects an  image  of  vigor.  He  also  has  a  flair  for  symbolic 
politics,  demonstrated  when  he  and  his  wife  donned  Boston 
Red  Sox  caps  during  a  September  visit  to  the  U.  S.  Photos  of 
that  gesture  played  well  to  baseball  fanatics  back  home. 

Such  popular  skills  have  helped  Kaifu  tighten  his  grip  on  the 
Prime  Minister's  job,  despite  the  predictions  that  he  would  be 
another  short-timer  when  he  was  elected 
LDP  leader  last  August.  His  predecessor, 
Sosuke  Uno,  lasted  only  two  months  as 
Prime  Minister  and  president  of  the 
scandal-battered  LDP,  which  lost  control 
of  the  Upper  House  of  Parliament  for 
the  first  time  in  July.  Kaifu  was  picked 
to  succeed  him,  though  he  has  only  a 
narrow  power  base  among  the  LDP's  fac- 
tions, partly  because  he  was  relatively 
untainted  by  the  party's  financial  and 
sexual  scandals.  But  many  pundits  gave 
opposition  parties  a  good  chance  of  win- 
ning control  of  the  more  powerful  Lower  House  and  forming  a 
coalition  government  led  by  the  Socialist  Party. 
ANGRY  FARMERS.  Instead,  polls  show  that  public  support  for 
Kaifu  and  his  Cabinet  rose  to  42%  in  mid-October,  up  from  39% 
in  early  September  and  '2S''^'  for  Uno's  government  last  June. 
Now,  insiders  expect  Kaifu  to  lead  his  party  into  Lower  House 
elections  in  February,  and  "the  LDP  will  probably  win,"  pre- 
dicts Kent  E.  Calder,  a  Princeton  University  expert  on  Japa- 
nese politics.  For  the  U.  S.,  that  means  a  friendlier,  more 
stable  Japan  than  seemed  likely  a  few  months  ago.  "With  the 
LDP  you  can  predict  more  easily,"  says  Kuniko  Inoguchi,  a 
political  scientist  at  Tokyo's  Sophia  University. 

An  old  dynamic  is  at  work  in  Japanese  politics,  Calder  says. 
It  wasn't  only  the  scandals  that  cost  the  LDP  support,  but  also 
voter  resistance  to  a  new  consumption  tax  and  farmers'  anger 
at  liberalized  food  imports.  Now,  as  in  past  decades,  the  LDP  is 


squirming  out  of  its  political  jam  by  co-opting  opposition  poli 
cies.  It  proposes  to  spend  more  on  housing,  is  reviewing  th 
hated  consumption  tax,  and  is  wooing  farmers  by  freezing  rici 
prices,  which  had  been  falling.  And  it  is  seeking  tax  breaks  fo 
part-time  workers — mostly  housewives,  many  of  whom  ari 
drawn  to  the  Socialists'  popular  female  leader,  Takako  Doi. 

In  such  comeback  efforts,  time  is  on  the  LDP's  side.  "Threi 
months  have  helped  people  learn  to  live  with  the  consumptioi 
tax,"  says  former  Prime  Minister  Noboru  Takeshita.  Severa 
million  dollars  in  pro-tax  advertising  b; 
the  Finance  Ministry  and  LDP  havi 
helped,  too.  The  LDP,  approving  Kaifu'; 
performance,  elected  him  to  a  full  twc 
year  term  as  party  president  on  Oct.  31 
"He's  articulate  and  has  a  good  head, 
says  former  Finance  Minister  Michi 
Watanabe,  an  intraparty  rival. 
CREDIBILITY  GAP.  But  many  see  Kaifu 
who  belongs  to  the  smallest  Libera 
Democratic  faction,  as  a  tool  of  the  don- 
inant  Takeshita  group.  In  this  view 
back-room  politics  still  holds  sway,  dt 
spite  public  demands  for  reform.  Watanabe  and  Takeshita,  i: 
talks  with  BUSINESS  WEEK,  said  they  have  no  illusions  that  th 
LDP  has  regained  the  public's  trust.  They  expect  the  loss  o 
quite  a  few  Lower  House  seats  in  the  election.  But  they  se 
the  party  winning  enough  to  hang  on  to  power.  So  do  man 
independent  analysts. 

More  than  anything,  the  LDP  benefits  from  the  opposition 
lack  of  credibility.  The  four  main  rival  parties  would  have  t 
form  a  coalition  to  rule,  but  they  are  deeply  divided  ove 
policy.  Koshiro  Ishida,  chairman  of  Komeito,  the  second-larg 
est  opposition  party,  admits:  "The  Democratic  Socialists  hav 
no  clear  policy,  the  Socialists  can't  field  enough  candidate; 
and  our  party  lacks  women  leaders."  Faced  with  the  altera 
tive  of  an  untested,  fractious  government,  many  Japanese  wi 
probably  swallow  hard  and  vote  for  the  lesser  evil. 

By  Robert  Neff  in  Toky 


GLOBAL  WRAPUPI 


CANADA 


A package  of  constitutional  amend- 
ments aimed  at  ending  Quebec 
separatism  is  starting  to  come  unstuck, 
leaving  the  status  of  the  French-speak- 
ing province  in  Canada's  loose  federa- 
tion still  unsettled. 

At  a  Nov.  9-10  meeting  with  pre- 
miers of  the  10  provinces.  Prime  Minis- 
ter Brian  Mulroney  will  try  to  prevent 
the  unraveling  of  the  proposed  amend- 
ments, negotiated  by  the  pi  emiers  two 
years  ago  in  a  pact  called  the  Meech 
Lake  Accord.  Under  the  accord,  Que- 
bec would  at  last  sign  Canada's  1982 
constitution  and  in  tura  would  be  guar- 
anteed the  right  to  "preserve  and  pro- 


mote" its  own  language  and  culture. 

Now,  however,  Manitoba,  New 
Brunswick,  and  Newfoundland  are 
threatening  not  to  ratify  the  accord, 
which  must  be  approved  by  next  June, 
unless  it  is  changed.  They  object  to  a 
concession,  extracted  by  Alberta,  that 
would  allow  provinces  to  opt  out  of 
new  federal  social  programs  if  they 
provide  equivalent  services.  Poor  prov- 
inces fear  that  federal  programs  will 
go  broke  if  affluent  provinces  bail  out. 
Indian  tribes  also  object  to  the  accord, 
saying  they  should  have  a  similar  right 
to  maintain  their  distinct  societies.  And 
civil  rights  advocates  worry  that  con- 
stitutional liberties  will  be  infringed  by 
Quebec's  language  discrimination. 


BRAZIL 


Luis  Inacio  "Lula"  da  Silva,  candi- 
date of  the  leftist  Workers'  Party, 
is  gaining  support  as  the  Nov.  15  presi- 
dential election  approaches.  Polls  now 
give  Lula  15%  of  the  vote,  up  from  6% 
a  month  ago,  pulling  him  even  with 
populist  former  Rio  de  Janeiro  Gover- 
nor Leonel  Brizola.  Still  leading  is  cen- 
ter-right contender  Fernando  Collor  de 
Mello,  with  around  25%.  But  popular 
TV  host  Silvio  Santos  could  take  votes 
from  Collor  if  his  last-minute  entry  into 
the  22-candidate  race  survives  expected 
legal  challenges.  If  no  candidate  wins  a 
majority,  the  top  two  will  face  each 
other  in  a  mid-December  runoff. 
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A  member  of  MITSUBISHI  COMPANIES 


Find  the 
satellite  antenna  in 


this 


Carbon  chemicals  are  responsible 
for  some  of  the  world's  most 
advanced  technologies. 

Consider  our  development  of 
DIALEAD"'.  It's  the  world's  first 
high-performance  carbon  fiber  derived  from  coal  tar 
pitch.  Used  with  plastics,  carbon,  cement,  metals 
and  other  materials,  it  results  in  composites  that  are 
stronger  and  lighter. 

You'll  find  carbon  fibers  in  satellite 
antennas.  In  airplane  brakes.  In  auto 
mobile  engines. 

Even  in  the  cargo  doors  of  the 
space  shuttle  Columbia. 

As  Japan's  largest  integrated 
chemical  company,  carbon  and  petro 


chemicals  have  dominated  our 
product  line  for  over  50  years. 
■    I  ■    I      As  of  late,  however,  we're 
_  moving  into  new  fields. 

In  information  and  electron- 
ics, we  manufacture  micro  floppy,  hard  and  optical 
disks.  In  plant  genetics,  we  develop  disease-  and 
insect-resistant  grains,  vegetables  and  flowers.  And 
in  biotechnology  and  pharmaceuticals,  we're 

helping  to  fight  Alzheimer's  disease  and  other 
geriatric  disorders. 

To  find  out  more  about 
Mitsubishi  Kasei,  call  or  write  for 
our  annual  report.  You'll  learn 
about  some  remarkable  changes 
taking  place  in  the  chemical  industry. 


MITSUBISHI 
KASEI 


(tsubishiKaseiCotporation  (Formerly  "Mitsubishi  Chemical  Industries  Umitet)")    Head  OHice  5-2.  lalarunouchi  2-chome.  Chiyoda-ku,  Tokyo  100,  Japan  Telephone  03  283  6274  Facsimile  03  263  6287  Telex  BISICH  J24901 


THE  POWER  OF  BELIEF:  #3  in  a  series 


Free  trade  ahvs^  sounds  good,  but 
sometimes  yoa  have  to  f  i^t  for  it 


111  a  Fair -Trade 


world,  every  coiisiuiier  and  coiiipaiiy  could 
buy  the  world's  best  qualit)  product  at  the 
world's  best  price,  ■  This  belief  guides 
Motorola's  efforts  workhWde.  Our  success 


ill  Japan  is  the  product  of  30 
years.  First  as  teacher,  later  as 


student,  oiih  now  as  friendh 


competitor  and  supplier. 
^^e  have  learned  that 


Motorola  recently  introduced  the 
JSMR  '  trunked  two-way  radio  system  and 
the  firs'  trunked  portable  two-way  radio  to  Japan. 


Winner  1Q8^ 


National 
Qualitv 
-\uarJ 


management  on  both  sides  must 
play  a  role.  We  build  unique 


products  for  each  market, 
and  strive  to  make  the  best 
in  the  world.  ■  We  fought 


Motorola's  pagers, 
like  this  one  manufactured  in 
Boynton  Beach,  Florida,  were  the  first 
pagers  imported  to  the  Japanese  paging  market. 


for  the  right  to  sell  radio  pagers,  cellular 
telephones  and  two-way  radios  in  Japan, 
Motorola  benefits.  So  do  its  customers.  So  do 
the  Japanese  consumers  who  use  Motorola's 


products.  Nobody  on 
earth  succeeds  alone. 


Building  On  Belie&j 


M)  MOTOROLA 


*  ,  Motorola,  Bravo  and  JSMR  are  trademarks  of  Motorola,  Inc.,  ©  1989  Motorola.  Inc 


e  Corporation 


A  'BIOOD  WAR'  IN 
THE  JEANS  TRADE 

The  six-year-long  Jordache-Guess  battle  gets  dirtier  and  dirtier 


Family  feud  barely  begins  to  de- 
scribe it.  All-out  war  is  more  accu- 
rate. We're  talking  about  one  of 
the  nastiest,  dirtiest,  messiest  corporate 
imbroglios  ever. 

In  one  corner  are  the  four  Marciano 
brothers,  founders  of  Los  Angeles-based 
Guess?  Inc.,  the  designer  jeans  compa- 
ny. In  the  opposite  corner  are  the  three 
Nakash  brothers,  founders  of  Jordache 
Enterprises  Inc.,  a  jeans  maker  head- 
quartered in  New  York. 
The  Nakashes  have  been  verv  success- 


ey.  "It's  a  blood  war,  people  trying  to 
strangle  each  other,"  says  Guess  ad  di- 
rector Paul  Marciano.  "It's  an  emotional 
strain,"  adds  Avi  Nakash,  Jordache's  op- 
erations chief.  "You  wake  up  by  it,  you 
live  by  it." 

And  the  battle  tactics  have  been  pure 
brass  knuckles.  The  two  sides  have  en- 
listed squads  of  private  detectives  to 
root  out  dirt  on  each  other.  They  have 
accused  each  other  of  fraud,  extortion, 
bribery,  and  tax  evasion.  Three  grand 
juries  are  looking  into  possible  wrongdo- 


THE  JEANS  FEUD: 
MARCIANOS  VS.  NAKASHES 


JULY,  1983 

The  Marcianos,  founders 
of  Guess,  sell  half  of 
Guess  to  the  Nakashes, 
founders  of  Jordache.  for 
$4.8  million 


NOVEMBER,  1984 


The  Marcianos  sue  the 
Nakashes  for  fraud,  ac- 
cusing them  of  stealing 
Guess  designs  to  make 
knockoffs 


DECEMBER,  1984 


The  Nakashes  retaliat(  ■-: 
with  a  suit  accusing  th(  £.ii 
Marcianos  of  a  kickbac  a> 
scheme  to  siphon  mon 
out  of  Guess 


ful,  in  the  press  and  in  Congress,  in 
portraying  the  Marcianos  as  the  villains. 
But  as  the  war  approaches  what  could 
be  the  final  shoot-out,  it  is  becoming  evi- 
dent that  the  Marcianos  will  probably 
emerge  the  winners. 
DOMINANT  JEANS.  The  families  began  go- 
ing for  each  other's  throats  not  long  af- 
ter the  Marcianos  sold  the  Nakashes  a 
half-interest  in  Guess  in  1983  for  $4.8 
million.  Then  just  getting  off  the 
ground,  Guess  needed  help  from  the 
much  larger  Jordache.  But  Guess's  sales 
soared  to  $400  million,  making  it  the 
leading  upscale  jeans  maker,  while  Jor- 
dache's stagnated  at  around  $300  mil- 
lion. The  Marcianos  have  been  fighting 
to  regain  complete  control  of  Guess, 
while  the  Nakashes  have  been  striving 
to  hang  on  to  their  half. 

Major  dollars  are  at  stake.  The  Na- 
kashes' interest  is  now  worth  around 
$250  million,  plus  $100  million  in  accumu- 
lated dividends  that  have  been  impound- 
ed pending  resolution  of  the  legal  ac- 
tions. The  two  sides  have  shelled  )Ut 
close  to  $100  million  in  legal  fees  and 
other  expenses. 

But  the  hostilities  go  far  beyond  mon- 


ing  by  both  sides.  "I'm  an  old  dog  in  this 
business,  but  the  level  of  intrigue  in  this 
case  is  unlike  ani,1;hing  I've  ever  seen," 
says  retired  Appellate  Court  Judge  Rich- 
ard Schauer,  whom  a  court  appointed  to 
the  Guess  board  to  break  deadlocks.  The 
board  has  three  Marciano  directors  and 
three  Nakash  directors. 
MEDIA  MASTERMIND.  Most  major  press 
accounts  have  tended  to  depict  the  Na- 
kashes as  innocent  victims  of  Marciano 
treachery.  Especially  notorious,  accord- 
ing to  these  accounts,  was  the  Mar- 
cianos' alleged  scheme  to  entice  an  In- 
ternal Revenue  Service  official  with  a 
lucrative  job  offer  into  instigating  a 
grand  jury  investigation  of  Jordache. 
Jordache  and  the  IRS  official  have  denied 
the  charge.  These  articles  helped  precipi- 
tate widely  publicized  congressional 
hearings  on  IRS  corruption  last  July.  The 
hearings  focused  on  the  Marcianos  and 
the  agency's  alleged  coverup  of  the 
scheme. 

Yet  an  extensive  inquiry  into  the 
charges  and  countercharges  reveals  a 
different  picture.  Neither  family  has 
especially  clean  hands.  But  the 
weight  of  evidence  tends  to  favor  the 


\ 
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Marcianos.  While  the  Nakashes  have 
been  winninj^  the  pubhc  relations  contest 
hands  down,  the  Marcianos  have  been 
consistently,  if  more  quietly,  chalking  up 
victories  in  the  legal  arena.  Most  signifi- 
cantly, a  California  jury  last  March  de- 
cided that  the  Nakashes  had  defrauded 
the  Marcianos.  The  Marcianos  had  ac- 
cused the  Nakashes  of  buying  into 
Guess  to  steal  its  designs  and  sell  knock- 
offs  under  the  Jordache  label.  A  second 
civil  trial  next  year  will  determine  dam- 
ages, which  could  include  rescinding  the 
Nakashes'  stake  in  Guess.  Lawyers  on 
both  sides  say  a  draft  grand  jury  indict- 
ment of  Jordache  for  tax  and  customs 
fraud  is  awaiting  final  Justice  Dept. 
approval. 

The  Nakashes'  PR  success  is  the 
work  of  a  shadowy  private  investiga- 
tor named  Octavio  G.   Pena,  who 
claims  wide  contacts  within  the  CIA, 
IRS,  and  other  government  agencies. 
Pena  has  said  the  Nakashes  offered 
him  a  $1  million  bonus  if  he  could 
quash  the  grand  jury  investigation 
into  their  affairs.  Pena  has  deftly  or- 
chestrated a  multifaceted  campaign 
to  discredit  the  Marcianos,  the  grand 
jury's  chief  witnesses.  He  cajoled  jour- 


Hong  Kong.  Yet  the  Marcianos  soon  dis- 
covered evidence  that  Jordache  was 
turning  out  large  quantities  of  Guess 
knockoffs  and  distributing  them  in  for- 
eign markets.  In  late  1984,  they  sued  the 
Nakashes  for  fraud.  Though  the  Na- 
kashes denied  any  wrongdoing,  a  Na- 
kash  lawyer  argued  that  copying  others' 
designs  was  "a  common,  accepted  indus- 
try practice." 

The  Nakashes  soon  filed  a  countersuit 
accusing  the  Marcianos  of  numerous 
"fraudulent  and  dishonest"  acts,  includ- 
ing using  Guess  funds  for  personal  ex- 
penses. Most  serious  was  an  alleged 
kickback  scheme.  The  Marcianos,  the 
suit  claimed,  had  instructed  sewing  con- 
tractors to  overcharge  Guess  and  then 
rebate  the  overcharge  to  mostly  dummy 
companies  set  up  by  the  Marcianos.  The 
Marcianos  admitted  the  arrangement, 
but  denied  any  impropriety,  claimed  the 
Nakashes  had  consented  to  it,  and  re- 
paid Guess  $924,000.  The  judge  hearing 
the  case  directed  Richard  Schauer,  the 
court-appointed  director  of  Guess,  to 
look  into  all  of  the  Nakash  allegations. 
TAX  EVASION.  Ultimately,  after  a  two- 
year  probe,  Schauer  said  the  Marcianos 
should  repay  Guess  an  additional  $1  mil- 


MARCH,  1989 


JULY,  1989 


AUGUST,  1989 


NOVEMBER,  1989 


A  jury  decides  that  the 
Nakashes  defrauded  the 
Marcianos  in  copying 
Guess  designs 


Congress  holds  hearings 
on  IRS  corruption  that 
examine  whether  the 
Marcianos  wrongfully  in- 
fluenced an  IRS  agent 


The  Marcianos  file  a 
racketeering  suit  against 
Nakash  private  detective 
Octavio  Pena  and  Jor- 
dache's  in-house  counsel 


A  grand  jury  is  said  to  be 
preparing  to  indict  Jor- 
dache for  tax  and  cus- 
toms violations 

DATA  BW 


nalists  into  writing  stories  slanted 
against  the  Marcianos.  He  was  re- 
sponsible for  Congress'  IRS  hearings. 
And  he  stimulated  several  govern- 
ment investigations  of  the  Marcianos. 

"I'm  the  one  who  put  everything  to- 
gether," Pena  boasts.  Yet  he  himself 
has  become  the  target  of  a  grand  jury 
inquiry,  which  has  been  looking  into  his 
activities  on  behalf  of  the  Nakashes. 

Grand  juries  were  far  from  anyone's 
mind  when  a  mutual  business  acquaint- 
ance introduced  the  two  families.  Al- 
though the  Marcianos  had  only  recently 
emigrated  from  France  to  launch  Guess, 
the  company's  rugged,  sleek  jeans, 
aimed  at  the  high-fashion  market,  were 
selling  briskly.  Jordache,  whose  owners 
had  emigrated  from  Israel  during  the 
1970s,  was  well  established,  but  sales  of 
its  lower-price  jeans,  featuring  embroi- 
dered back  pockets,  were  peaking. 
■ACCEPTED  PRACTICE.'  Although  the 
Marcianos  continued  to  run  Guess,  the 
Nakashes  took  over  management  of  a 
new  line  of  less  expensive  versions  of 
Guess  garments  called  Gasoline.  The 
Nakashes  began  producing  Gasoline  ap- 
parel in  Jordache-affiliated  factories  in 


lion  for  other  acts  alleged  by  the  Nakash 
suit.  But  he  found  no  "overall  pattern  of 
bad  faith"  or  "intent  to  defraud." 
Schauer's  factual  findings  would  be 
something  of  a  vindication  for  the  Na- 
kashes. But  back  in  1985,  there  was  only 
bad  news.  The  judge  denied  a  Nakash 
motion  that  the  Marcianos  be  removed 
as  directors.  And  he  postponed  further 
consideration  of  the  Nakashes'  counter- 
suit  against  the  Marcianos. 

The  Marcianos,  meanwhile,  were  pur- 
suing another,  even  more  potentially 
damaging,  line  of  attack.  They  came 
across  evidence  that  the  Nakashes,  in 
managing  Gasoline's  and  Jordache's 
Hong  Kong  operations,  had  evaded  tax- 
es and  violated  customs  laws.  They  pre- 
sented the  material  to  Ronald  Saranow, 
Los  Angeles  head  of  the  IRS  criminal 
investigation  division,  which  prosecutes 
tax  crimes.  Since  Jordache  is  located  in 
New  York,  Saranow  referred  the  case  to 
the  IRS  New  York  office,  which  brought 
in  U.  S.  Attorney  Rudolph  W.  Giuliani. 
He  convened  a  grand  jury.  In  early  1986, 
U.  S.  Customs  and  IRS  agents  raided  Jor- 
dache facilities  and  seized  more  than  3 
million  documents.  The  government  lat- 
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14C.  The  eraser, 
[nillions. 

Mistakes  make  products  late,  more  expensive  and  inferior, 
saving  customers  dissatisfied,  reputations  damaged. 

Since  there  are  no  quick  fixes,  only  costly  ones,  what's  a 
isiness  to  do? 

At  the  C;iGNA  Property  and  Casualty  Companies,  we  have  a 
^ry  basic  goal:  Get  it  right  the  first  time. 

Granted,  nobody's  perfect.  But  it's  surprising  how  many 
istakes  can  be  prevented.  By  working  to  find  the  best  solution, 
ther  than  the  most  expedient  one. 

Whether  we're  providing  protection  for  small  and  medium-size 
isinesses,  or  meeting  the  risk  management  needs  of  the  largest 
>rporations,  the  benefits  are  the  same: 

Answers  that  are  fast  and  accurate.  Service  that  is  responsive, 
alue  that  is  real.  And  customers  who  are  satisfied.  Anything  less 
3uld  be  a  big  mistake. 

For  information  write  the  CIGNA  Property  and  Casualty 
Dmpanies,  Department  RB,  1600  Arch  Street,  Philadelphia,  PA 
103.  After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can 
ford  all  the  erasers? 


We  get  paid  for  results  r 


e  Corporation 


er  filed  a  criminal  complaint  and 
still  outstanding  arrest  warrant 
against  Jordache's  Hong  Kong 
suppliers  for  customs  violations. 

By  mid-1986,  the  fortunes  of 
the  Xakashes  were  scraping  bot- 
tom. Publicity  from  the  raid  was 
hurting  business.  It  seemed  time 
for  a  major  change  in  strategy. 
That  led  them  to  the  door  of  Oc- 
tavio  Pena  in  Fort  Lee,  N.  J. 

Pena,  who  was  born  in  Mexico, 
comes  across  as  affable  and  in- 
gratiating, traits  that  no  doubt 
have  served  him  well  during  his 
20  years  as  a  private  investiga- 
tor. Judging  from  his  work  for 
the  Nakashes,  his  rapport  with 
some  government  agents  is  so 
close  that  he  often  operates  as  a 
quasi-federal  agent  himself. 
Pena  accompanied  IRS  agents  on 
their  interviews  with  witnesses. 
According  to  sworn  testimony, 
which  he  denies,  he  even  identi- 
fied himself  as  a  government  em- 
ployee. He  has  claimed  posses- 
sion of  confidential  tax  and 
grand  jurj-  information. 

Pena  focused  first  on  what 
seemed  the  Xakashes'  best  am- 
munition against  the  Marcianos: 
kickback  evidence  that  the  Xakashes 
had  presented  in  their  earlier  countersuit 
against  the  Marcianos.  He  gave  material 
to  IRS  officials  and  to  James  E.  Berliner, 
an  assistant  U.  S.  attorney  in  Los  Ange- 
les. Berliner  rebuffed  Pena's  repeated 
urgings  that  the  government  raid  Guess. 
But  Berliner  did  convene  a  grand  jur\-. 
which  is  said  to  be  still  hearing  evidence. 
JUST  A  MISTAKE.  Pena,  through  an  IRS 
contact,  soon  came  across  something 
even  more  potent:  what  appeared  to  be  a 

cozy  relationship  between  the  |  

Marcianos  and  IRS  agent  Ronald 
Saranow.  iRS  agents  often  have 
close  dealings  with  informants. 
But  Pena  learned  that  within  a 
few  months  after  the  Marcianos 
had  given  Saranow  evidence 
against  the  Xakashes,  dealings 
between  Saranow  and  the  Mar- 
cianos became  more  social  than 
professional.  Over  a  lunch  in  the 
spring  of  1986,  Paul  Marciano 
and  Saranow  discussed  a  possi- 
ble Guess  job  for  Saranow  when 
he  retired. 

Saranow  immediately  informed 
his  superiors  and  disqualified 
himself  from  the  only  matter  in- 
volving Guess  at  ihe  time — a 
probe  of  tax  allegati  -'S  made  by 
the  Marcianos  again;  a  former 
Guess  licensee.  Yet  si  ne  months 
later,  when  the  IRS  began  its 
Marciano  kickback  inquiry-,  he 


FOR  THE  NAKASHES 


made  a  phone  call  to  check  on  its  status. 
Saranow  never  took  a  job  at  Guess  and 
in  1988  left  the  IRS  to  set  up  his  own 
investigative  firm. 

Paul  Marciano  denies  any  ulterior  mo- 
tives in  befriending  Saranow  but  admits 
it  was  "dumb."  For  his  pai-t,  Saranow 
admits  he  ''made  a  mistake.  I  put  myself 
in  a  position  which  could  cause  a  percep- 
tion that  something  was  wrong." 

Pena  saw  great  potential  in  Saranow's 
relationship  with  the  Marcianos.  He  pre- 
pared what  might  appear  to  others  a 


GUESS  WHICH  JEANS  COMPANY 
SHOT  PAST  JORDACHE 


MILUONS  OF  DOLURS 


OATt  GUESS'  INC,  JORDACHE  ENTtRPiilSES  INC 


plausible  briber,-  scenario — that 
in  return  for  the  job  offer,  Sar 
anow  instigated  the  Jordache 
raid,  influenced  the  Guess  licens- 
ee case,  and  sought  to  suppress 
the  Marciano  kickback  probe 
Saranow,  who  can  be  cold  and 
demanding,  had  many  detractors 
within  the  IRS,  and  Pena  had  lit 
tie  trouble  finding  IRS  agents 
who  would  give  credence  to  that 
scenario. 

There  were  serious  flaws  m 
Pena's  scenario.  Mainly,  it  vastly 
exaggerated  Saranow's  power 
and  influence.  Saranow  referrec 
the  Xakash  tax  and  customs 
case  to  the  Xew  York  IRS  long 
before  evidence  shows  he  be 
came  socially  close  to  Paul  Mar- 
ciano. After  that,  he  had  no  offi- 
cial role  in  the  case.  It  seems 
unlikely  that  a  rather  low-leve 
IRS  official  in  Los  Angeles  woulc 
be  able  to  unofficially  control  thi 
actions  of  the  Xew  York  IRS 
Giuliani's  office,  and  the  U.  S 
Customs  Service.  There  is  littL 
evidence  that  Saranow  materiallj 
influenced  other  Marciano  mat 
ters  after  his  job  talks  with  Pau 
Marciano. 

Still.  Pena  was  able  to  stimulate  ar 
IP.S  inquirv  into  Saranow's  behavior  ii 
late  1986.  By  the  middle  of  1987,  though 
that  probe  seemed  stalled.  It  was  tim( 
for  a  new  strategy'.  Pena  persuaded  th( 
Xakashes  to  let  him  use  the  press. 

In  September,  Pena  met  with  Richan 
Behar,  a  writer  with  Forbes  magazine 
He  told  Behar  that  the  Marcianos  had 
"long  histor}'  of  criminal  activities"  am 
gave  Behar  dozens  of  tape  recordings  h 
had  secretly  made  of  interviews  witl 
Guess  employees,  IRS  agents 
and  other  federal  officials,  in 
eluding  James  Berliner,  the  as 
sistant  U.  S.  Attorney.  Behar  ir 
terviewed  numerous  individual 
suggested  by  Pena.  Althoug' 
Behar  promised  to  keep  the  ir 
terviews  confidential,  he  allowe 
Pena  to  accompany  him  on  inter 
views,  which  Behar  surrept  ' 
tiously  taped.  Behar  terms  Mai 
ciano  charges  that  Pen 
manipulated  him  "outrageous." 

Behar's  story,  headlined  Dot 
Guess  have  a  frieyid  in  the  IRS. 
was  published  in  Xovembei 
1987.  It  detailed  elements  c 
Pena's  bribery  scenario  an 
termed  the  IRS  investigation  c 
Saranow^  "clumsy  and  plodding. 
The  IRS  responded  by  revitalizin 
its  probe,  but  it  concluded  no  a' 
tion  against  Saranow  was  wa: 
ranted.  Pena  importuned  Berlir 
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Once  again, 
Compaq  makes 
a  sizeable 
contribution 
to  personal 


ts  8V2  by  11  inches 
;t  6  pounds. 


At  87.  hs  n  mc/u's,  the  ncxi  COMPAi^  LIE/ 26b  aiu. 
COMPAQ  LTEarc  small  c7U)i(,t,'fi  to  take  everywhere 


Everyone  who  finds  their  typica 
workplace  in  planes,  trains, 
automobiles  and  hotel  rooms, 
just  got  some  big  help.  In  a 
small  way.  Introducing  the  new 
battery-powered  COMPAQ 
LTE/286andCOK4PAQLTE 
Personal  Computers. 

Our  newest  laptops  are 
the  smallest  and  lightest  PCs 
we've  ever  offered.  But  they 
still  have  all  the  big  thinking 
that's  made  Compaq  a  world 
leader  in  portable  and  laptop 
personal  computing.  So  you'll  find  the  functionality  of 
a  real  PC  in  a  package  that  fits  in  your  briefcase. 

For  instance,  you  can  carry  a  few  file  cabinets' 
worth  of  information  on  a  fixed  disk  drive.  Run  your 

favorite  software 
using  3 '/'inch 
diskettes.  And 
keep  the  home 
office  in  the  loop 
with  an  optional 
2400'baud  internal 
modem.  Your 
fin  gers  will  feel  at  home  on  standard-spaced  keys  and 
an  embedded  numeric  keypad.  And  your  eyes  will  rest 
easy  on  a  backlit  screen  that's  easy  to  read  in  any  light. 

All  this  runs  for  more  than  3'/:  hours  on  a 
small,  yet  very  powerful  battery  pack.  Recharging  is 
fast,  and  changing  to  a  spare  is  easy.  You  can  even  run 
your  PC  off  AC  power,  or  from  your  car's  cigarette 
lighter  with  an  optional  adapter. 
So  which  one  fits  you  best? 
The  COMPAQ  LTE/286  is  designed  for 
business  professionals  who  need  extra  performance 


A  3V.-mch  1A4-MB  Diskette  Drue 
lets  you  run  your  MS-DOS  office 
iojtivare  lehen  your  office  is  on  the  roae 


on  the  road.  For  spreadsheets  and 
cost  analyses,  account  profiles,  as 
well  as  word  processing  and  E-mail.  It 
features  a  12-MHz  80C286  micropro- 
cessor, a  choice  of  a  high-performance 
40-  or  20-MB  Fixed  Disk  Drive  and  a 
built-in  )  ./-inch  1.44-MB  Diskette  Drive. 
You  can  expand  its  MOK  memory 
to  2.6  MB.  Even  add  an  optional 
12-MHz  80C287  coprocessor 
for  number  crunching. 

The  COMPAQ  LTE  is 
for  people  in  the  field  who  need 
basic  computing  capabilities. 
For  inventory  tracking,  customer  databases,  custom 
and  standard  business  applications.  It's 
ideal  for  automating  a  sales  force.  It 
has  a  9.54-MHz  80C86  microprocessor 
and  a  3 '/.-inch  1.44-MB  Diskette 
Drive.  You  can  add  a  20-MB  Fixed 
Disk  Drive  and  expand  its  640K 
memory  to  1  MB. 

Compaq  has  built  a  worldwide 
reputation  for  building  rugged,  reliable 
laptop  and  portable  personal  computers 
The  new  COMPAQ  LTE/286  and 
COMPAQ  LTE  are  simply  our  latest 
contributions  to  people  who  carry 
their  office  everywhere. 

Try  one  on  for  size.  For  a  free  brochure  and 
the  location  of  your  nearest  Authorized  COMPAQ 
Computer  Dealer,  call  1-800-231-0900,  Operator  9Q.  In 
Canada,  1-800-263-5868,  Operator  99. 


The'  office  IS  never 
moiv  than  a 
j'hone  line  away 
with  an  optional 
24(X)-haud 
internal  modem. 


comPAa 


It  simply  works  better. 


How  to  size  up 
your  situation. 

No  matter  w  here  vour  work  takes  vou,  there's  a  high-performance  COMPAQ  laptop  or  portable  persona 
:omputer  that  will  make  vour  trip  more  producti\-e.  So  which  one  is  best  for  vou? 


COMPAQ  LTE   It  vou  have  basic  computing  needs  and  want  a 
batterV'powered  laptop  small  enough  to  take  e\'ervwhere,  vou've 
found  the  perfect  tit.  And  it  measures  just     :  bv  11  inches  and 
weighs  onlv  6  pounds. 


COMPAQ  LTE  2St  If  you  need  battery-powered  286  performance  in 
a  laptop  that  fits  in  your  briefcase  with  room  to  spare,  this  is  it. 
Measuring  just  8'  ;  bv  11  inches  and  weighing  but  6  pounds,  its 
a  lot  of  PC  in  a  little  package. 


COMPAQ  SLT  286  If  vou  need  the  ultimate  in  full-function  286  laptop 
computmg,  get  hold  of  this.  You'll  find  VGA  graphics,  a  40-  or 
20-MB  Fixed  Disk  Drive,  a  detachable  kevboard  and  up  to  3.6  MB 
of  memory.  All  running  on  battery. 


COX  IPAQ  PORTABLE  III  If  vou  need  a  rugged,  expandable,  286  portable, 
vou'x'e  got  it.  Its  crisp  gas  plasma  display,  fixed  disk  dri\-e  options, 
expandable  RAM  and  optional  expansion  slots  gi\-e  vou  a  handle 
on  the  functionalitv  of  a  desktop  PC. 


COMPAQ  PORTABLE  386  It  vou  need  proven  386  performance,  vou'\'e 
found  it.  A  20-MH:  386  microprocessor,  a  110-  or  40-MB  Fixed  Disk 
Dri\-e,  memorv  that  expands  to  10  MB,  and  more  let  vou  take  on  the 
most  demanding  applications.  Anvwhere. 
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comPAi 


It  >impiv  works  better. 


■  to  prosecute  Saranow,  but  Berliner 
included  there  was  insufficient  evi- 
;nce.  Later,  Pena  tried  to  interest  Giu- 
ini's  office,  but  Giuliani  also  dropped 
le  matter. 

Pena  had  better  luck  with  Congress. 
a,ff  members  of  a  subcommittee  of  the 
ouse  Government  Operations  Commit- 
e  were  excited  by  Pena's  idea  of  a 
•cad  expose  of  iRS  corruption.  Liberally 
ipplied  with  material  from  Pena,  the 
ibcommittee  staff  began  an  investiga- 
jn  in  the  spring  of  1988. 
OUNTER-SMEAR.  Shortly  before  the 
ily,  1989,  hearings,  Behar  predicted  in 
ime  magazine,  for  which  he  now 
rites,  that  the  hearings  "could  be  the 
est  extensive  and  embarrassing  inves- 
^ation  of  the  IRS  since  Watergate."  The 
jarings,  though,  were  a  letdown.  They 
d  suggest  that  the  IRS  is  less  than  zeal- 
is  in  policing  internal  misconduct.  But 
le  Saranow  episode  was  the  most  fla- 


Pena  allegedly  planted  false 
data  in  the  INS  computer 

showing  the  Marcianos  had  a 
criminal  record  in  France 


rant  example  of  alleged  corruption  the 
ibcommittee  was  able  to  uncover.  Oth- 
•s  included  IRS  officials  who  went  joy- 
ding  in  a  boat  the  IRS  uses  for  under- 
)ver  operations.  Most  of  the  case 
jainst  Saranow  was  unsworn  testimo- 
y  and  hearsay  from  anonymous 
)urces.  While  the  staff  report  excoriat- 
i  the  extent  of  the  Marcianos'  influence 
1  the  IRS,  it  virtually  ignored  Pena's  far 
reater  influence,  as  demonstrated  by 
s  active  role  in  triggering  two  IRS 
vestigations. 

For  months,  the  Marcianos  had  been 
orking  on  a  way  to  blunt  Pena's  string 
:  coups  and  undermine  his  credibility.  A 
eek  after  the  hearings,  they  filed  a 
acketeer-Influenced  &  Corrupt  Organi- 
itions  Act  suit  against  Pena,  a  Pena 
jsociate  and  former  FBI  agent  named 
ally  Godfrey,  and  Robert  Spiegelman, 
)rdache's  in-house  counsel  to  whom 
ena  reported.  The  defendants  denied 
le  charges.  The  complaint  accused 
ena  and  Godfrey  of  conducting  "a  cam- 
aign  of  disinformation  and  harass- 
lent."  It  charged  Godfrey  with  posing 
3  a  journalist  to  spread  false  informa- 
on  about  the  Marcianos'  purported 
"iminal  record  to  friends  and  business 
ssociates  of  the  Marcianos.  It  asserted 
lat  Pena  doctored  a  key  tape  recording 
nd  its  transcript,  which  he  had  given  to 
le  press  and  Congress.  The  tape  ap- 


The  1990s 
are  here. 

Are  you  ready? 


Business  growth  in  the  1990s  will  depend  on  identifying 
new  and  profitable  markets  —  at  home  and  abroad. 

That's  why  executives  in  industry,  finance,  and  government 
worldwide  turn  to  DRI/ McGraw-Hill,  the  leader  in  market  planning 
for  the  1990s. 


We  work  with  clients  to: 

•  Identify  growth  markets 

•  Measure  sales  performance 

•  Control  costs 

•  Locate  facilities 


•  Leverage  financial  assets 

•  Evaluate  acquisitions 

•  Set  prices 

•  Assess  policy  impacts 

Our  approach  is  successful  because  it  links  demand  for  your 
products  and  services  to  the  key  factors  affecting  your  markets. 

To  get  ready  for  the  1990s,  call 
for  DRI's  brochure  on  managing  for 
growth  at  800/541-9914  (in  Canada, 
call  416/961-9323).  Or  complete 
the  coupon  below. 
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Send  me  your  brochure 
on  managing  for  growth 
m  the  1990s. 


Telephone 

Mail  to:  DRI/McGraw-Hill  24  Hartwell  Avenue  Lexington,  MA  02173 
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DRI/McGraw-Hill 


Atlanta  •  Boston  •  Chicago  •  Houston  •  Los  Angeles 
New  York  •  Philadelphia  •  San  Francisco  •  Stamford  •  Washington,  D.C. 
Brussels  •  Frankfurt  •  London  •  Milan  •  Paris  •  Toronto  


CORPORATION 


BUSINESS  WEEK/NOVEMBER  13,  1989  79 


"I'm  telling  you.  next  time 
Randolph  is  coming  to  us.'" 

Fortunately,  the-'e  a'-e  eas  ways  to  ^each  one's  business  fnends  nowadays. 
E\  en  across  borders  and  tinne  zones.  If  you  want  :o  improve  your  connnnunication 
with  Germany,  have  a  word  with  the  Deutsche  Bundespost.~'~f .  'ave  the  most 
uD-to-cate  know-how.  nationwide  '^etwof'ks  a'^d  advanced  commu-^  :?.:  r'^s 
se'A'ices  a\a:  acie.  Whether  it's  Text  or  Data  Communica:c'\  .  deocon'e^e^ce. 
ISDN  or  optical  fibre  technology,  today  and  in  the  future  the  Deutsche  Bundespost 
IS  The  right  partne''  for  compar  es  dependent  on  cc-^-^./' acoss 
bouf^ca^'es.  For  further  information  c'ease  cc^tact;  Deutsc'^e  B'^-^cesoost. 
PC,  Box  ^190.  D-6600  Saax^ucke'^.  Fece^a  ^.ez^z  :  Ge^-^any. 
Teiep^c^e:  —  -9  5' 5' 83-^5  41.  \Ve'''e  "amoving  olo  ba'''':e"S  :c  cooperation. 
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■eared  to  show  a  Marciano  emissary  ad- 
litting  an  extortion:  that  he  had  threat- 
ned  the  Nakashes  with  an  IRS 
ivestigation  unless  they  agreed  to  a 
ettlement  of  the  legal  disputes. 
But  the  dirtiest  trick  alleged  in  the 
uit  was  a  scheme  by  Pena  and  Godfrey 
3  plant  information  in  the  European 
iles  of  the  Immigration  &  Naturaliza- 
ion  Service.  The  files  contained  records 
urportedly  showing  that  the  Marcianos 
ad  been  arrested  and  convicted  of  nu- 
lerous  crimes  in  France.  Pena's  alleged 
oal  was  to  trick  the  INS  into  deporting 
le  Marcianos,  who  are  French  citizens. 
^hen  the  Marcianos  produced  evidence 
fiat  their  record  was  clean,  the  INS  ad- 
litted  its  files  were  in  error.  The  INS 


X-IRS  AGENT  SARANOW:  THE  MARCIANOS  OFFERED  HIM  A  JOB 


nd  the  FBI  are  looking  into  the  matter. 
Pena,  however,  came  up  with  a  coun- 
srstrike  worthy  of  a  John  le  Carre  nov- 
1.  It  involved  John  P.  Quirk,  who 
worked  for  KroU  Associates  Inc.,  a  large 
westigative  firm.  Quirk  had  obtained 
luch  of  the  evidence  for  the  Marciano 
uit  and  had  sent  detailed  reports  to 
Iroll  about  how  Pena  and  Godfrey  put 
alse  information  in  the  INS  files.  But 
ast  days  after  the  suit  was  filed,  Quirk 
ent  a  memo  to  Kroll  in  effect  repudiat- 
ig  his  earlier  reports  and  claiming  there 
/as  no  evidence  to  link  Pena  to  the  erro- 
eous  INS  material.  Quirk  then  allowed 
limself  to  be  extensively  debriefed  by 
'ena. 

roTALLY  CORRUPTED.'  The  Marciano 
ide  claims  Pena  somehow  got  to  Quirk. 
Quirk  was  totally  corrupted  by  Pena," 
sserts  Marciano  lawyer  Marshall  B. 
irossman.  In  an  earlier  memo  to  Kroll, 
Juirk  had  related  how  people  had  been 


telling  him  he  was  working  for  the 
wrong  side.  "And  you  know,"  Quirk 
wrote,  "I've  got  a  lot  of  friends,  and  I've 
got  to  be  careful,  and  Kroll  does,  too, 
because  these  contacts  are  real  impor- 
tant to  being  able  to  do  the  work  we 
do."  Quirk's  associates  said  he  was  plan- 
ning to  set  up  his  own  firm  in  Paris. 

Quirk  claims  his  initial  reports  were 
"speculative"  and  that  he  disavowed 
them  when  he  realized  Pena  was  being 
"railroaded"  by  Kroll.  The  charge 
that  Pena  corrupted  him,  he  says,  is 
"ridiculous." 

The  Quirk  episode  was  a  setback  for 
the  Marcianos.  Along  with  denials  by 
some  individuals  the  Marcianos  claim  as- 
sisted Pena,  it  enabled  the  Pena  side  to 
seek  dismissal  of  the 
racketeering  suit  on  the 
grounds  that  it  was  filed 
frivolously,  without  fac- 
tual basis.  Grossman  as- 
serts that  the  Marcianos 
still  have  abundant  evi- 
dence. Court  hearings  are 
set  for  Nov.  9. 

Even  if  they  prevail  on 
this,  the  Nakashes  still 
have  plenty  to  worry 
about:  a  possible  loss  of 
their  Guess  stake  if  they 
lose  the  damages  part  of 
the  Marcianos'  suit  and  a 
possible  grand  jury  in- 
dictment. Perhaps  in 
preparation  for  an  indict- 
ment, they  have  released 
to  the  press  an  attack  on 
the  Manhattan  U.  S.  at- 
torney's office,  which 
they  claim  is  biased 
against  the  Nakashes  be- 
cause of  an  "incestuous" 
relationship  with  Kroll, 
where  several  former  Giuliani  associates 
work. 

The  Nakashes  also  have  to  worry 
about  possible  grand  jury  charges 
against  Pena,  whom  they  recently  took 
off  the  payroll.  Pena  has  been  coming 
under  increasing  fire.  After  hearing  him 
testify  last  January,  a  judge  in  the  Mar- 
ciano-Nakash  litigation  remarked  in 
court:  "I  do  not  find  Mr.  Pena  to  be  a 
credible  individual.  I  do  not  believe  he 
has  been  forthcoming  or  truthful." 

"I  am  not  a  criminal,"  Pena  insists.  He 
claims  the  feds  are  after  him  "because  I 
had  the  guts  to  fight  the  IRS." 

At  some  point,  one  might  think  that 
the  two  sides  would  become  so  exhaust- 
ed by  all  of  this  that  they  would  try  to 
negotiate  a  settlement.  But  after  six 
years  of  brawling,  about  the  only  way 
this  bizarre  fracas  is  likely  to  end  is  with 
a  knockout. 

By  Chris  Welles  in  New  York 
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Risk  control  for  businesses  diat  bmise  easily. 
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KANCHISINGI 


FED-UP  FRANCHISEES: 
rHEY'RE  MAP  AS  HELL  AND.., 

\t  Arby's  and  elsewhere,  there's  a  shift  in  the  balance  of  power 


I 


f  anyone  should  be  happy  in  the  lack- 
"  luster  fast-food  business,  you'd  think 
it  would  be  the  folks  who  own  Arby's 
estaurants.  Last  year,  sales  for  the  At- 
anta-based  chain  grew  nearly  18%,  al- 
nost  triple  the  industry  average,  to 
nore  than  $1  billion.  But  when  Arby's 
ranchisees  gathered  in  Phoenix  recently 
or  their  annual  meeting,  they  didn't 
ome  to  praise  Chairman  Victor  Posner. 
nstead,  more  than  175  franchisees 
igreed  to  kick  in  $1,000  per  store  to  help 
inance  a  $1.5  million  campaign  to  wrest 
ontrol  from  the  Miami  Beach  financier. 
The  uproar  at  Arby's  marks  yet  anoth- 
;r  battleground  m  a  spreading  war  be- 
ween  franchisors  and  franchisees.  Fran- 
■hising  has  always  attracted  mom-and- 
)op  operators  because  it  offers  a 
elatively  cheap  way  to  own  a  business. 


EX-CEO  ROBERTS:  RALLYING  ARBY'S  TROOPS  AGAINST  POSNER 


And  franchisees  have  always  been  at  the 
mercy  of  franchisors,  whose  decisions 
about  new  products,  marketing,  and  cap- 
ital spending  can  determine  whether  the 
franchisee's  life  savings  go  up  in  smoke. 
But  as  Posner  and  such  giant  franchi- 
sors as  Pillsbury  Co.  and  Marriott  Corp. 
are  discovering,  that  balance  of  power  is 
starting  to  shift. 

ARBY'S  BEEF.  That's  partly  because  of 
the  sheer  growth  in  franchising.  Last 
year,  509,000  franchise  outlets  of  all 
kinds  accounted  for  $640  billion  in  sales, 
a  52%  increase  since  1983.  And  franchi- 
sees are  growing  in  size  and  sophistica- 
tion: Some  are  large  corporations  operat- 
ing hundreds  of  outlets.  Increasingly, 
they  are  forming  associations  to  repre- 
sent their  views  to  franchisors,  lawmak- 
ers— and,  when  necessary,  judges. 

"Franchisees  are  trying 
to  control  their  destiny," 
says  Timothy  Fine,  an  at- 
torney who  represents 
franchisees. 

Arby's  franchisees  felt 
threatened  by  a  takeover 
bid  by  Granada  Invest- 
ments Inc.  for  Posner's 
DWG  Corp.,  which  controls 
Arby's.  Worried  by  that 
fight  and  by  legal  and  fi- 
nancial woes  besetting 
Posner  and  his  far-flung 
empire,  eight  Arby's  fran- 
chisees in  August  offered 
to  buy  the  chain  for  $200 
million. 

Posner  rejected  the  of- 
fer and  fired  Arby's  popu- 
lar chief  executive,  Leon- 
ard Roberts,  who  had 
urged  Posner  to  meet 
with  the  franchisees.  The 
franchisees  credit  Roberts 
with  much  of  Arby's  suc- 
cess, and  they  are  con- 
cerned that  more  top  ex- 
ecutives will  leave  if 
Posner  goes  ahead  with 
plans  to  move  Arby's 
headquarters  to  Miami 
Beach.  They  also  charge 
that  Posner  is  draining 
cash  from  Arby's  in  order 
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Free-for-AU  at  your  IBM  dealer. 


Wo  payments 
till  next  year! 


HowVe  you  going  to  do  it? 


d  \)\<r  rcliatf.  ilclavt'il 


Your  IBM  (IimIit    now  ol It-ririj,'  oxer  $500  woitli  ol  Irrc  soltwarc 
[(aytncnth  and  instaiil  credit.  All  in  lime  lor  holiday  fiilt-fiivinf;.  II  you  lik<'  a  ^ood 
iTr<'-lor-Ali:"  MM' your  IBM  drairr,  ( )(  tolMT  I.  IW)  to  January  15.  IMOO. 

Free  software  for  work  or  play.  Buy  an  IBM  IVrsonal  Systoni/2'*  Model  25, 
Mod.-I  30,  Model  M)  2»(),  Model  50  Z  or  Model  55  SX  and  DOS  or()S/2';  and  your  Iree 
software  kit  include.-,:  Andn^u  Tobias"  Managing  Your  Money  '  and  lax  (.(//,'"  to  liel|) 
with  your  husin<'ss  and  personal  linances;  King's  Quest  II  ®and  Hoyle  "  'ii  l{ook  oj  (iames. 
lor  hours  ol  entertaituiient:  and  Mn  rnsoft "'  \]itiks.  the  all-in-one  word  jtrocessinij;. 
spriMdsheel.  data  hase  and  <  ()rnniiMiicalions  tool  lor  honie  use  or  to  help  you  run  a 
f^row  inji  husiness. 

A  <>;enerous  rebate.  Buy  the  P.S/2'  Model  55  S\  and 
l)(  )S  or  ( ).S/2.  and  you  li  ha\e  the  jiower  ol  .Wfi  SX'"  technolof^y 
ri<;ht  at  your  lingerlips.  all  that  Iree  soltware — plus  a  $200 
rehate  tucked  away  in  your  pocket. 

In.stant  eredlt.  >ou  can  huy  your  l'S/2  without  usin^j;  ca 
or  your  own  credit  canl.  I  he  IBM  credit  card  pnai 
instant  credit  to  all  (pialilied  huyers. 

No  payments  until  February  1990. 

NXith  IBM's  instant  <  red  it  <  ani,  you  can  walk  ^^"wtNifrv 
out  with  your  BS/2.  and  walk  away  Ironi 
payriH'iits  until  next  year,  l  or  the  name  ol  the 
nearest  IBM  Authorized  Dealer  with  the"l'ree-lor- 
deals.  call  I  «00|BM-21f)8.ext.  102. 


IBM,  Pet  sonal  System/2,  PS/2  and  OS/2  are  registeiBd  trademarks  of  IBM  Corporation  Microsoft  is  a  registered  trademark  of  f\*1icrosoft  Corporation  Managing  Your  Money  is  a  registered  trademark  and  Ja*  Cut  is  a  trademark 

ol  f^ECA  Ventures.  Inc  King's  Quest  is  a  registered  trademark  of  Sierra  On-Line,  Inc  Hoyle  is  a  trademark  used  under  license  from  Hoyle  Products  a  division  of  Brown  &  Bigelow,  Inc  386  SX  is  a  trademark  of  Intel     IBM  Corp  1989 
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)  support  other  pieces  of  his  empire. 
As  a  result,  they  claim,  Arby's  is  pay- 
ig  some  suppliers  late  and  withholding 
onuses  and  raises  owed  to  Arby's  man- 
gers. "Everything  I've  got  is  in  this 
usiness,"  says  Thomas  Johnson,  an 
.rby's  franchisee  in  Knoxville,  Tenn.  "If 
'e  don't  combat  Posner,  in  due  time  our 
^stem  would  be  depleted  and  ruined." 
he  dispute  has  also  sparked  an  indepen- 
ent  $205  million  bid  for  the  chain  from 
tavric  Equity  Ventures  Inc.,  a  New 
ork  investment  firm. 
lUST  UNPOPULAR.'  DWG  counters  that 
.oberts  and  a  few  franchisees  are  fo- 
lenting  the  trouble  so  they  can  buy  the 
jmpany.  Still,  the  anti-Posner  group 
ow  includes  more  than  200  franchi- 
ses— with  Roberts  at  its  head.  While  no 
Lwsuits  have  been  filed,  the  Arby's 


THE  FRANCHISE  FRACAS 


Franchisor/Dispute 

Status 

ARBY'S 

Franchisees  bidding 

Parent  DWG  fighting  takeover 

for  chain 

BURGER  KING 

Blocked.  Parent 

Proposed  spinoff  of  chain 

Pillsbury  taken  over 

DiET  aNTER 

LBO,  increased  royalty  fees 

In  litigation 

EASTERN  ONION 

Trademark  licensed  by 

Chapter  1 1 

franchisee  co-op 

MARRIOn 

Blocked.  Trademark 

(STRAW  HAT  PIZZA) 

acquired  by 

Proposed  sale  to  Pizza  Hut 

franchisee  co-op 

ght  is  attracting  interest  from  lawyers 
pecializing  in  the  field.  "If  they  can 
)rce  a  sale,  it  would  send  a  lesson  to 
•anchisors,"  says  David  J.  Kaufmann,  a 
few  York  attorney  who  represents  fran- 
nisors.  "In  this  case,  the  franchisor  is 
ot  unprofitable,  just  unpopular." 
Other  franchisors  have  already 
iarned  that  being  unpopular  with  fran- 
bisees  can  cause  unexpected  troubles, 
iurger  King  Corp.  franchisees  blocked 
n  attempt  last  year  by  Pillsbury  to  spin 
ff  its  fast-food  subsidiary  as  a  defense 
gainst  a  takeover  bid  by  Grand  Metro- 
olitan  PLC.  The  franchisees,  already 
lienated  by  years  of  what  they  saw  as 
lismanagement  by  Pillsbury,  feared 
lat  they'd  be  stuck  as  part  of  an  under- 
apitalized,  debt-laden  spinoff.  "We  cer- 
linly  threatened  an  injunction  and  told 
lem  we  wouldn't  allow  them  to  do  this 
pinoff,"  says  William  N.  Pothitos,  who 
eaded  the  Burger  King  franchisee  asso- 
iation  at  the  time.  The  rebellion  helped 
eal  Pillsbury's  fate,  easing  the  way  for 
irand  Met's  acquisition  of  Burger 
king's  giant  parent. 

Franchisees  are  growing  particularly 
/ary  of  spinoffs,  mergers,  and  other  i-e- 
tructuring  moves  by  franchisors.  Some 


250  Diet  Center  franchisees  are  suing 
the  Idaho-based  weight-loss  company  in 
the  wake  of  its  leveraged  buyout  last 
year.  The  $163  million  buyout  included 
$125  million  in  debt,  and  the  franchisees 
charge  that  the  debt  burden  prompted  a 
41%  hike  in  royalty  fees  the  company 
demanded  of  them.  Because  of  competi- 
tion. Diet  Center  Inc.  couldn't  raise 
prices  to  help  service  its  debt,  argues 
Barry  Walters,  who  owns  17  of  the  cen- 
ters. "So  instead  of  going  to  consumers, 
they  decided  to  go  to  franchisees."  Diet 
Center  officials  say  the  increase  wasn't 
related  to  the  debt  but  was  to  provide 
increased  advertising  and  support  ser- 
vices for  the  franchisees. 

To  settle  some  disputes,  the  franchi- 
sees have  become  the  franchisors.  When 
Marriott  tried  to  sell  the  Straw  Hat  Piz- 
za chain  it  had  acquired  through  its 
1986  purchase  of  Saga  Corp.,  Straw 
Hat  franchisees  objected.  The  in- 
tended purchaser  was  Pizza  Hut, 
and  the  Straw  Hat  franchisees  want- 
ed to  preserve  their  independent 
brand  identity.  So,  in  March,  1987, 
the  102  franchisees  formed  a  cooper- 
ative and  acquired  the  trademark, 
trade  name,  manuals,  and  other 
franchisor  materials  from  Marriott. 

Such  resolutions  don't  come  easi- 
ly. Franchisees  of  Eastern  Onion,  a 
singing-telegram  service,  spent  four 
years  and  more  than  $2  million  in 
legal  fees  after  Eastern  Onion  filed 
for  bankruptcy  protection  under 
Chapter  11.  The  franchisor  sued  the 
franchisees  for  withholding  royalty  pay- 
ments, and  the  franchisees  countersued, 
charging  mismanagement  and  other 
abuses.  A  co-op  of  28  franchisees  now 
licenses  the  Eastern  Onion  trademark. 
"The  laws  are  really  skewed  to  protect 
the  franchisor,"  says  William  Parrish,  an 
Eastern  Onion  franchisee  who  now 
heads  the  co-op.  He  warns  that  courts 
tend  to  see  disgruntled  franchisees  as 
trying  to  change  the  game  after  having 
agreed  to  play  by  the  franchisor's  rules. 
Nor  are  co-ops  a  panacea  for  franchising 
troubles.  While  franchisees  may  prefer 
having  control  over  their  businesses, 
group  management  can  bring  its  own 
problems.  "It's  28  people  trying  to  row 
one  boat,"  Parrish  says. 

On  the  other  hand,  as  Dunkin'  Donuts 
Inc.  is  discovering,  happy  franchisees 
can  sometimes  be  powerful  allies.  Its 
franchisees  are  pledging  their  support 
and  buying  advertisements  backing  the 
Randolph  (Mass.)  restaurant  chain  in  its 
efforts  to  fend  off  a  hostile  takeover  bid 
by  a  Canadian  group.  So  it  seems  the 
growing  strength  and  activism  of  fran- 
chisees isn't  necessarily  all  bad  news  for 
franchisors. 

By  Gail  DeGeorge  in  Miami 


...and  it's  NEW 

Introducing  new  CLICK  Hi-Liter'"  Markers. 
Retractable,  bright  convenient,  sleek  and 
they're  ready  to  make  their  mark! 


HI-LITER  "MARKERS 

^1989  Dennison  Stationery  Products  Company 
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Every  Nation  Bui 
reatAccomplishit 


Throughout  history:  in  one  societ\' after 
another,  owning  a  home  has  been  the  exclusix  e 
domain  of  the  rich  and  powerful. 

For  the  rest,  the  idea  w  as  onl\  a\  ague 
abstraction,  an  elusixe  dipam. 

LntiLAmerica. 

Wliere.  for  tens  of  millions,  the  dream  of 
owning  a  home  became  a  i^ealitx: 

B\  1986.  the  countiy  had  constructed  its 
100  millionth  home.  In  the  past  200  years, no 
other  nation  comes  an\w  here  close. 

But.ofcourse.allthis  didn't  just  happen 
o\ernight.  Fift\  short  \  ears  ago.  less  than  half 
the  countn"  owned  a  home. 

Tlien  .Americas  housing  industn.  with  the 
go\'ernment  s  help,  w  ent  to  w  ork  in  earnest. 

Today,  w  e're  among  the  best-housed 
people  in  history;  w  ith  almost  two  out  of  thire 
families  li\1ng  in  homes  of  their  own. 

For  our  part,  since  we  weir  charteird 
in  1938.  we've  pumped  over  $450  billion  into 
making  the  dream  possible  for  some  10  million 
families  from  all  walks  of  life. 

\\  e'\e  worked  hard  to  help  keep  bu\ing 
and  owning  a  home  affoixlable.  But  we'll  haw 
to  work  e\en  harder  to  meet  the  challenges  of 
the  90s.  And  we  will. 

-Alter  opening  doors  for.Xmerican  home 
buyers  for  over  50>'ears,  we're  not  about  to 
let  them  close  now. 


FannieMae 


The  USAs  Housing  Partner 
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NETWORKS  I 


THE  NETWORKS  ARE  HUNGRY 
FOR  HOMEGROWN  HITS 


As  antitrust  rules  expire,  they're  seeking  to  boost  profits  by  producing  more  programs  in-house 


randon  Tartikoff,  president  of 
NBC  Entertainment,  hasn't  lost  his 
l<nack  for  picking  hit  TV  shows. 
For  the  fifth  year  in  a  row,  NBC  has  a 
comfortable  lead  over  ABC  and  CBS.  But 
Tartikoff  won't  be  completely  satisfied 
unless  couch  potatoes  also  go  for  two 
new  programs.  Hardball  and  Mancuso, 
FBI — cop  shows  that  come  from  an- 
other unit  he  runs,  NBC  Productions. 
They  represent  the  network's  bold- 
est attempt  in  decades  to  become  a 
power  in  one  of  Hollywood's  hottest 
businesses:  producing  entertainment 
programming  for  prime  time. 

NBC  Chief  Executive  Robert  C. 
Wright  says  in-house  programming 
is  one  of  his  top  priorities  as  he  ex- 
pands the  network  into  new  areas 
such  as  cable.  "Everybody's  vertical- 
ly integrated  today,"  says  Wright. 
"If  you're  not  vertically  integrated, 
then  you're  at  risk." 
SPENDING  SPREE.  Tartikoff,  40,  is 
just  the  man  to  lead  NBC's  charge 
against  some  of  TV's  top  hitmakers. 
He  came  up  with  many  concepts 
that  Hollywood  studios  and  indepen- 
dent producers  ultimately  turned 
into  shows  for  NBC,  including  the 
one  for  The  Cosby  Show.  "If  we're 
generating  all  those  ideas  in-house, 
then  we  should  hold  on  to  a  few  of 
them,"  he  says.  His  unit  is  readying 
another  drama  for  next  spring. 
Shannon's  Deal.  Meanwhile,  adver- 
tisers expect  Hardball  and  Mancuso 
to  do  well  in  the  ratings. 

Hollywood  studio  executives 
charge  that  NBC  Productions  has  an 
unfair  advantage  in  the  competition 
to  land  a  show  on  NBC's  prime-time 
schedule.  The  chief  lobbyist  for  Hol- 
lywood, Jack  .1.  Valenti,  president  of 
the  Motion  Picture  Association  of  Ameri- 
ca, says  he  is  fighting  against  the  net- 
works' power:  "The  battle  is  to  hold  the 
line  against  total  domination  of  prime- 
time  TV." 

The  studios  aren't  taking  any  chances. 
They've  gone  on  a  spending  spree  to 
sign  up  some  of  Hollywood's  most  suc- 
cessful television  producers  and  writers. 


Walt  Disney  Co.  has  locked  in  Matt  Wil- 
liams, a  co-creator  of  the  hit  Rosea nne, 
and  Louise  Fisher,  who  helped  develop 
L.  A.  Law.  And  Columbia  Pictures  En- 
tertainment Inc.  signed  a  deal  with  Nor- 
man Lear,  the  man  who  turned  Archie 
Bunker  into  a  household  name.  Howard 
Stringer,  president  of  the  CBS  Broadcast 


Antitrust  Div.  that  prevented  them  froii 
producing  their  own  prime-time  sitcom^j 
and  dramas.  Under  the  agreements 
each  network  could  start  to  make  SV; 
hours  a  week  of  evening  entertainmen 
fare  in  1987  and  five  hours  in  1989.  Th< 
consent  decree  expires  in  late  1990. 
Although  the  networks  will  be  able  t( 


THE  NETWORKS'  AD  BASE 
IS  SHRINKING... 

70-^  


40- 


SHARE  OF  NATIONAL  TV  ADVERTISING 
CARRIED  BY  ABC,  CBS,  AND  NBC 


L 


■84 


■80  82 

A  PERCENT  ^ 
DATA  McUNN  ffiiaSON,  WIIKOFSKY  GRUEN  ASSOCIATES  INC 

...WHILE  PROGRAMMING 
COSTS  GROW 


2- 


NETWORK  EXPENDITURES  ON 
ENTERTAINMENT  FROM  OUTSIDE  SOURCES 


NBC  HAS  GIVEN  TARTIKOFF  OVER  $200  MILUON  TO 
DEVELOP  PROGRAMS,  MINISERIES,  AND  TV  MOVIES 


■80  ^82  ^84  '86  '88 
▲  BIILIONSOF  DOLURS 

DATA:  WILKOFSKY  GRUEN  ASSOCIATES  INC 


■90 
EST. 


Group,  says  TV  producers  on  the  West 
Coast  are  starting  to  panic.  "There  is  a 
kind  of  fall-of-Saigon  quality  in  Holly- 
wood," he  says. 

Studio  executives  are  about  to  lose  the 
most  effective  deterrent  they've  had 
against  competition  from  the  networks. 
In  the  early  1970s,  the  Big  Three  signed 
consent  decrees  with  the  Justice  Dept.'s 


make- as  many  programs  as  they  wish 
studios  won't  be  out  of  the  picture.  The 
networks  don't  have  the  resources  tc 
turn  out  22  hours  a  week  of  first-ratt 
programming.  More  important,  the  high 
est-rated  shows  still  come  from  experi 
enced  Hollywood  producers  and  writers 
Yet  NBC,  as  well  as  ABC  and  CBS,  i^ 
eager  to  expand  its  programming  opera 
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NEW  LOOK. 
NEW  SERVICE. 

SAME 
PHILOSOPHY. 


One  thing,  however,  will  never 
change.  JALs  dedication  to  service 
and  punctuality. 

A  philosophy  that  makes  a  world 
of  difference. 

Japan  Airlines 

A  WORLD  OF  DIFFERENCE. 


1 1211 1  LaSgetit 
UIW  buddeup. 


Fl  take  perfom 


1990  Touring  Sedan 


Over  and  above  its  world-class 
luxury  the  1990  Olds  Touring  Sedan  is 
one  of  the  top  performance  sedans  in 
the  world. 

Power  comes  from  the  3800  V6 


with  sequential  port  fuel  injection  and 
automatic  overdrive.  It  accelerates  from 
0  to  60  in  a  very  spirited  manner  And 
the  anti-lock  brake  system  helps  the 
driver  wind  down  from  60  to  0  smooth- 
ly, even  on  slick  surfaces. 

Four-wheel  independent  suspen- 


sion enhanced  by  FE3'  Touring  C  • 
components  and  automatic  load 
levelmg  gives  you  the  kind  of 
precision  found 
only  in  the 
finest 
cars. 


HIHOWSOIO^ 
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ice  over  luxury 


C  1 9B9  GM  Corp  All  nghts  reserved 


Your  dealer  can  tell  you  about  the 
rms  of  our  limited  3-year/50,000  mile 
imper-to-Bumper  Plus  warranty  And 


you  can  get  a  free  catalog  by  calling 
1-800-242-OLDS,  Monday-Friday 
9  a.m.  to  7p.m.  EST. 

No  matter  how  you  look  at  it, 
the  1990  Olds  Touring 
Sedan  will  change 
your  perspective 


on  what  a  performance  sedan  should  be. 
Take  it  for  a  spin  and  you'll  know 

why 


i! 


The  New  Generation  of 

DIDSMOBILE. 
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tions.  Television  stations  will  collectively 
pay  as  much  as  .$600  million  for  syndica- 
tion rights  to  a  megahit  such  as  Cosby. 
Less  popular  shows  go  for  $100  million 
or  more.  It  would  take  only  a  couple  of 
successful  programs  to  make  a  big  dif- 
ference at  the  Big  Three,  whose  com- 
bined profits  last  year  were  about  SoOO 
million,  on  $7.6  billion  in  revenues.  These 
figures  don't  include  the  income  that  the 
networks  made  from  the  TV  stations  that 
they  own — about  $826  million  in  profits 
on  $1.7  billion  in  revenues. 

Network  executives  have  an  extra  rea- 
son for  expanding  their  business  mix: 
They  don't  feel  so  powerful  now  when 
they  see  Time  Warner  Inc.'s  muscle  in 
both  programming  and  cable  TV  or  when 
they  hear  Rupert  Murdoch's  plans  to  ex- 


ing  nearly  a  year  and  now  top  $4.5 
billion.  The  networks  say  they  run  into 
problems  pa\ing  for  their  hits.  Some 
producers  Xt\  to  double  their  fees  when 
they  renegotiate  the  contract  for  a  show, 
usually  four  years  after  the  debut.  For 
example.  CBS  loses  money  on  its  most 
popular  progi-am,  Murder.  She  Wrote. 
None  of  the  Big  Three  is  prepared  to 
cancel  a  hit,  though:  Network-owned  sta- 
tions and  affiliates  make  lots  of  money 
from  the  high-priced  ads  they  can  sell. 

XBC  expects  its  investment  in  Tarti- 
koff's  production  unit  to  pay  off  hand- 
somely with  successful  new  programs, 
miniseries,  and  made-for-r\'  mo\ies.  The 
network  has  given  him  a  budget  of  more 
than  $200  million  for  1989.  That's  a  sub- 
stantial hike  from  the  $115  million  XBC 


in  prime  time.  ABC  News  launchl 
Prime  Time  Live  with  Sam  Donaldsa 
and  Diane  Sawyer.  ABC  has  put  its  f-- 
mer  programming  chief,  Brandon  Stc- 
dard,  in  charge  of  the  company's  a 
Productions.  In  a  strange  twist,  u 
three  rival  networks  are  talking  abet 
producing  programs  for  one  another.  - 
though  no  deals  have  yet  been  ma. 
The  Big  Three  want  to  sell  a  lot  t 
shows  to  increase  their  chances  of  co- 
ing  up  with  a  hit.  Only  lO'^f  of  all 
programs  eventually  make  money,  a 
producers  depend  on  the  huge  prof 
from  their  top  performers  to  compens£ 
for  the  losses  from  the  bombs. 

For  now,  action  shows  are  hot.  She 
'em-ups  sell  well  overseas,  where  t 
networks  are  free  to  peddle  their  wari 


NEW  NETWORK-MADE  FARE  FOR  1989-90 

ESTIMATED  COST  PER  EPISODE 


»**'^JLtm  AND  BKMAW*  TTSOM 


NBC  PRODUCTIONS 

Mancuso,  FBI 

(with  Steve  Sohmer  Inc.)   $1,100,000 

Hardball 

(with  Columbia  Pictures  TV)   Sl.075.000 


CBS  ENTERTAINMENT  PRODUCTIONS 

Rescue  911 

(with  .\mold  Shapiro  Productions)  $600,000 

Wolf  Sl.100,000 


ABC  NEWS 

Prime  Time  Live  $700,00{ 

(the  high-priced  news  show  will  not  have  a  pay 
off  from  reruns)  data- OMJWvai,  bw  estimatI 


pand  his  Fox  Broadcasting  Co.  network 
on  independent  television.  The  three  net- 
works also  expect  Sony  Corp.  to  use  Co- 
lumbia to  produce  programming  for  an- 
other competitor:  the  vcR. 

Independent  television  stations  and  ca- 
ble channels  have  already  hurt  the  Big 
Three  plenty.  Over  the  past  decade,  the 
new  players  have  lured  an  average  of  10 
million  viewers  a  night  from  the  net- 
works, cutting  theii-  market  share  from 
90^f  of  all  who  watch  prime  time  to  70^^^. 
As  the  Big  Three's  clout  diminishes,  ad- 
vertisers are  unv\illing  to  pay  heftj-  rate 
increases.  .ABC,  CBS,  and  NBC  now^  end  up 
with  about  half  of  all  the  dollars  spent 
on  national  television  advertising. 

In  this  highly  competitive  enWron- 
ment,  the  networks  have  been  unable  to 
put  a  cap  on  their  programming  costs 
(chart,  page  88).  The  Big  Three's  ex- 
penses for  prime  time  shows  are  grow- 


gave  the  unit  in  1988,  and  $65  million  the 
year  before.  NBC  Productions  is  also  re 
sponsible  for  entertainment  progi'ams 
that  don't  appear  in  prime  time,  includ- 
ing Late  Xight  With  David  Lettennan 
and  Saturday  Xight  Live. 
BOMB  SHELTER.  XBC  sees  additional  op- 
portunities to  sell  programming  to  other 
broadcasters.  The  XBC-owned  TV  stations 
are  working  on  a  danime  show,  House 
Party,  that  Westinghouse  Broadcasting 
Co.  plans  to  air  and  sjTidicate.  XBC  Pro- 
ductions is  cooking  up  a  deal  to  sell  a 
package  of  made-for-T\'  modes  and  se- 
ries to  two  cable  networks.  And  it  is 
talking  with  France's  Canal  Plus  and 
Hachette  as  well  as  West  Germany's 
Bertelsmann  about  forming  alliances  to 
make  shows  for  European  viewers. 

CBS  and  ABC  are  also  working  on  more 
homemade  programming.  CBS  just  intro- 
duced two  dramas.  Rescue  911  and  Wolf. 


Sitcoms  are  much  more  popular  in  tJ 
U.  S.,  but  their  humor  often  doesn't  a 
peal  to  foreign  audiences. 

The  networks  would  love  to  sell  i 
runs  of  their  homemade  fare  to  U.  S. 
stations,  but  the  Big  Three  were  fore 
out  of  the  syndication  market  in  197 
The  Federal  Communications  Comm 
sion  found  that  the  networks  had  unfa 
ly  extracted  financial  concessions  fro 
independent  producers  who  wanted 
get  their  shows  on  the  air.  The  F< 
adopted  what  are  called  the  financial 
terest  and  sjTidication  rules.  The  rul 
almost  died  in  1982  when  the  deregul 
tors  who  had  taken  over  in  Washingt< 
tried  to  get  rid  of  them.  Onetime  act 
Ronald  Reagan  took  HolK-wood's  sic 
though,  and  the  FCC  asked  the  Big  Thr( 
and  Hollj'^vood  to  work  out  a  compr 
mise.  The  two  sides  are  still  talking. 

With  Reagan  out  of  office,  the  B 
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INTRODUCING  A  FULL-COLOR  COPIER 
SO  REVOLUTIONARY  IT'S  AFFORDABLE. 

The  new  Brother  CC5500  Full-Color  Copier  is  a  first.  And  so  is  its  extremely  affordable  price. 
The  Brother  Full-Color  Copier  is  a  totally  unique  system  that  utilizes  the  latest  Cycolor"  technolosy.  This  break- 
throush  means  you  get  copies  of  near-photographic  quality  that  compare  with  the  most  expensive  copiers. 

It  also  means  you  get  a  big  break  in  price.  And  Brother's  advanced  technology  also  makes  it  highly  reliable  and 
practically  maintenance  free.  Its  one-pass  paper  path  means  fewer  operating  problems.  And  since  the  color  is  in 
the  paper,  you'll  never  have  to  change  chemicals,  ribbons 
or  toners  again. 

If  you'd  like  to  see  this  revolutionary  copier  at  work,  or  if 
you  just  want  more  information,  call  us  at  the  number  below. 

When  It  comes  to  quality  and  affordability  the  Brother  CC5500 
Full-Color  Copier  is  a  true  original.  '1-^QQ-^^Q-']200 
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Your  Business  Week 
With  Acer 
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BiisinessweeK 


Every  workinj  ifs 
day  Acer  and 
Business  Weel 
benefit 


business  organizations 
throughout  the  world.  Bot 
companies  understand  the 
importance  of  quaHty  in 
today's  global  markets. 
Helping  businesses  enhana 
their  productivity  is  what 
each  company  is  all  about. 

One  example  of  Acer's 
commitment  to  quality  car 
found  in  Volkswagen's 
Wolfsburg  plant  in  West 
Germany.  The  plant  utilize  " 
200  Acer  286-based  perso 
computers  as  workstations 
its  Incoming  Components 
Inspection  System.  Linked 
various  measuring 
instruments,  the  workstati( 
process  quality  control 
information  and  store  the 
results  in  a  centralized 
database. 

Achieving  excellence 
around  the  world,  Acer  an 
Business  Week  are  a  powei 
pair  for  )  Our  business 
information  needs. 
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AceR  i< 


The  Word  for  Value 


ntertainment 


'hree  believe  the  political  climate  will  be 
onsiderably  more  hospitable  for  them. 
Jew  FCC  Chairman  Alfred  C.  Sikes  says 
he  commission  may  finally  decide  what 
3  do  about  the  rules  if  the  networks  and 
tudios  can't  come  to  terms.  And  Holly- 
wood might  strike  a  deal  with  the  Big 
'hree  if  they  could  limit  network-made 
V  productions. 

Some  media  analysts  are  already  spec- 
latmg  about  what  will  happen  if  the 
CC  rule  is  changed.  They  believe  it 
would  make  a  lot  of  sense  for  the  net- 
works to  merge  with  Hollywood  studios. 
Lmong  the  favorite  combinations:  Dis- 
ey-CBS  and  mca-NBC. 
:RACKED  NUTT.  While  some  Big  Three 
trategists  work  out  long-range  scenari- 
s,  Tartikoff  and  his  fellow  program- 
lers  at  ABC  and  CBS  are  coming  up  with 
lore  immediate  plans  to  beat  one  anoth- 
r  in  the  nightly  ratings.  NBC  is  under 
ttack  on  two  fronts:  CBS  is  going  after 
ie  over-35  audience,  and  ABC  is  concen- 
rating  on  younger  viewers.  Early  rat- 
igs  suggest  that  NBC  is  having  trouble 
with  some  of  its  new  comedies.  It  just 
anceled  Nutt  House,  Mel  Brooks's  sit- 
om  with  Harvey  Korman  as  the  manag- 
r  of  a  New  York  hotel. 
ABC  is  doing  better  with  a  sitcom- 


heavy  schedule.  One  of  its  new  shows, 
Doogie  Howser,  M.  D.,  is  developing  a 
loyal  audience.  ABC  also  has  a  hit  with 
Chicken  Soup — but  advertisers  say  the 
show  is  going  downhill.  The  Tuesday 
night  comedy  that  features  Jackie  Ma- 
son as  a  social  worker  doesn't  hang  on 
to  enough  of  the  viewers  already  tuned 
into  the  top-rated  Roseanne. 
CBS,  in  third  place,  is  betting  on  huge 


In  an  odd  twist,  NBC, 
CBS,  and  ABC  are  even 
talking  about  selling 
shows  to  one  another 


audiences  for  the  major  sports  champi- 
onships it  will  broadcast  in  1990.  CBS  will 
have  everything  from  the  World  Series 
to  the  Super  Bowl,  including  basketball, 
auto  racing,  tennis,  and  golf.  The  net- 
work believes  that  investing  heavily  in 
sports  will  pay  off  by  attracting  men, 
who  advertisers  say  are  less  loyal  to 
weekly  TV  fare.  CBS  also  intends  to  use 
these  high-profile  events  to  run  lots  of 


ads  for  its  weekly  series.  Critics  dismiss 
the  approach  as  "rent  a  crowd." 

Tartikoff,  for  one,  says  he  isn't  wor- 
ried about  facing  the  CBS  sports  events. 
He  says  it  was  "insanity"  for  CBS  to  pay 
$1.1  billion  to  carry  major  league  base- 
ball games.  By  Tartikoff  s  estimate,  CBS 
will  have  a  $100  million  deficit  for  each 
of  the  four  years  the  contract  runs.  CBS 
says  Tartikoff  is  way  off  and  that  there 
shouldn't  be  any  shortfall  after  the  first 
year.  But  Tartikoff's  projection  helped 
him  cut  a  deal  with  his  boss:  "I  told  Bob 
Wright,  'Instead  of  losing  $100  million 
on  baseball,  give  me  $10  million,  and 
we'll  beat  baseball.'  " 

NBC  Productions  will  fight  baseball's 
1990  league  championships  and  World 
Series  with  miniseries  based  on  two  of 
Jackie  Collins'  hugely  successful  potboil- 
ers. Lucky  and  Chances.  Baseball  fans 
may  scoff,  but  Tartikoff  is  counting  on  a 
big  female  audience  that  doesn't  care 
about  the  difference  between  a  catcher's 
mitt  and  a  hit-and-run  play.  With  Tarti- 
koff's record,  it  would  be  foolish  to  call 
him  out  until  the  game  is  over. 

By  Daind  Lieberman  in  New  York,  with 
Ronald  Groi>er  in  Los  Angeles,  Mark 
Leivyn  in  Washington,  and  William  C.  Sy- 
monds  in  Denver 


Four  Ways  to  Get  Serious  About  Your  Securities  Career 


1 Introduction  to  the  Series  6  Securities  Exam: 
Mutual  Funds  and  Annuities  Covering  alt  exam 
topics,  this  no-nonsense  preparation  guide  arms  you 
with  topic  review  questions  and  tests  to  help  you 
master  problem  areas,  a  100-question  exam  for 
realistic  practice,  plus  study  tips,  test-taking  advice, 
and  more.  294  pp. /paper/ $3 3. 95 

2 Questions  &  Answers  to  Help  You  Pass  the  Series 
6  Securities  Exam  800  sample  questions  answered 
with  complete  explanations  and  rationales,  special  test- 
taking  strategies,  and  two  100-question  practice  exams 
will  leave  you  prepared  and  confident  on  exam  day! 
300  pp./paperl$39.95 

3 Introduction  to  the  Series  7  Securities  Exam: 
General  Securities  Complete  coverage  of  the 
securities  investment  process,  investment  instruments 
and  shelters,  and  industry  regulations.  Topic  review 
questions  test  your  understanding  and  help  you 
diagnose  areas  to  improve,  and  you'll  find  study  tips, 
test-taking  suggestions,  and  two  final  exams  for  ample 
practice.  436  pp./paper/$39.95 

4 Questions  &  Answers  to  Help  You  Pass  the  Series 
7  Securities  Exam  Fully  answers  and  explains 
1,200  general  securities  questions  and  includes  a  250- 
question  sample  exam  for  realistic  practice.  A  Special 
Challenge  Section  tests  you  with  unusually  demanding 
questions.  295  ppJpaper!$39.95 

For  all  the  best  business  books  from  all  the  best 
publishers,  look  to  the  McGraw-Hill  Bookstore. 


From  Longman  Financial  Services  Publishing 

Clip  or  (  (ipx  tills  coupon  and  return  to: 


McGraw-Hill  Bookstore,  1 221  Avenue  of  the  Americas 
New  Yorl(,  NY  1 0020  Tel.  21 2-51 2-41 00  Fax:  21 2-51 2-41 05 
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YES!  Please  send  ine — 

 copies  of  #1  (Series  6  Intro)   copies  of  #2  (Series  6  Q  &  A) 

 copies  of  #3  (Series  7  Intro)   copies  of  #4  (Series  7  Q  &  A) 

Check,  money  order,  or  credit  card  only:    □  Visa     □  AMEX     □  MasterCard 

Account  No.  Exp.  Date  

Name  

Address  

City  


State 


.  Zip 


Please  add  applicable  sales  tax.  plus  $2.50  for  U.S.  postage  and  handling. 
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Daewoo's  innovative  minds  have  put 
Daewoo  right  at  the  frontier  of  the  new 
technology.  This  Is  particularly  true  with 
computers.  Daewoo  recently  built  a  major 
facility  to  manufacture  a  highly  advanced 
computer  chip.  The  fact  is,  Daewoo  invests 
a  large  part  of  its  earnings  not  only  in  the 
R&D  to  develop  a  better  product,  but  in 
the  manufacturing  technology  that  will 
deliver  that  better  product.  By  placing  a  big 
emphasis  on  innovation,  Daewoo  has 
in  just  over  20  years,  become  a  leader 
in  such  diverse  industries  as  computers 
and  heavy  machinery,  aeronautics  and  auto 
mobiles,  shipbuilding  and  telecommunica 
tions.  Find  out  how  Daewoo's  innovative 
minds  can  help  your  company  to  grow. 


Daewoo's  wide  range  of  innovation  includes  highly  advanced  computers 


Daewoo  International  (Amenca)  Corp.  (212)  909-8200. 


COME  AWAY  AN  INSTANT  WINNER 
WHEN  YOU  STAY  AT  MARRIOTT 
OR  RENT  FROM  HERTZ 


WE'RE  GIVING  AWAY  FIFTY  1990  FORD  THUNDERBIRDS,  HUNDREDS  OF  RESORT  TRIPS, 
AND  4,500,000  OTHER  TRAVEL  PRIZES  WORTH  OVER  $90,000,000. 
To  play  and  win,  get  a  WINTER  INVITATIONAL  GAME  CARD  every  time 
you  register  at  a  Marriott  Hotel  or  Resort  or  rent  from  Hertz 
now  through  February,  1990. 


♦-SV^rriott.' 


WINTER  INVITATIONAL  GAME 

NO  PURCHASE  NECESSARY.  To  obtain  Game  Card  and  Rules:  Hand  Print  and  Mail  4"  x  9"  SASE  and  3"  x  5" 
card  wltti  name  and  address  and  "MARRIOTT-HERTZ  WINTER  INVITATIONAL"  to;  Card  Request.  P  0.  Box 
9370,  Bridgeport,  CT  06699.  Limit  one  request/person  25  years  of  age  or  older/week.  No  requests  honored 
from  clubs/groups  Return  postage  not  required  from  WA  residents.  Free  Game  Card  and  Rules  available 
at  Marriott  Ironl  desk/Hertz  counter  in  AL  and  HI.  Requests  must  be  received  by  1  /31/90  or  while  supplies 
last;  award  claims  by  3/31/90.  VOID  WHERE  PROHIBITED  Not  available  outside  U  S.  or  at  Marriott  Confer- 
ence Centers,  Courtyard  by  Marriott.  Fairfield  Inn,  or  Residence  Inn,  and  some  Hertz  licensee  locations. 
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I  COMING-OUT  PARTY  FOR 
:OMPAQ'S  SUPER-PC 


;s  new  machine  will  move  it  into  the  fast-growing  network  market 


For  Compaq  Computer  Corp.,  Nov.  6 
may  be  remembered  as  the  second 
coming.  The  first  was  in  1986, 
hen  Compaq  beat  IBM  to  market  with  a 
:  based  on  Intel  Corp.'s  80386  micro- 
lip.  "That  put  Compaq  on  the  map," 
lys  Michele  S.  Preston,  a  Salomon 
rothers  Inc.  analyst.  "It  gave  them  the 
ichnology  lead."  This  time,  Com- 
iq  is  blazing  the  trail  into  a  new 
ass  of  microcomputers  that  bear 
ttle  resemblance  to  ordinary  PCs. 
nth  near-mainframe  power,  enor- 
lous  data  storage  capacity,  and 
igh-speed  internal  communica- 
ons,  the  new  machines  are  intend- 
i  to  anchor  large  PC  networks. 
They  will  "provide  the  break- 
irough  into  the  minicomputer  and 
lainframe  market,"  says  Michael 
.  Swavely,  president  of  Compaq 
forth  America.  Using  Intel's  latest 
t86  microchip  and  storing  up  to  4 
illion  characters  of  information  on 
sveral  disk  drives,  the  new  models 
'ill  support  networks  of  hundreds 
f  PCs.  And  at  prices  ranging  from 
15,000  to  $50,000,  they  will  do  that 
lore  cheaply  than  a  minicomputer 
r  a  mainframe.  That  pushes  Com- 
aq  further  into  the  market  for 
etwork  servers,  a  market  that's 
rowing  by  507"  annually — ^just  as 
ales  growth  of  ordinary  PCs  is 
lowing  to  as  little  as  10%  a  year. 
The  new  machines  also  mark 
lunch  of  extended  industry-standard  ar- 
hitecture  (EISA),  a  design  that  Compaq 
nd  other  PC  makers  came  up  with  to 
hallenge  an  IBM  design.  Like  IBM's  Mi- 
rochannel,  EISA  is  a  high-speed  connec- 
or  between  the  main  processor  and  oth- 
r  parts  of  the  machine,  such  as  disk 
irives.  Both  let  any  processor  attached 
0  the  connector  momentarily  control  the 
omputer.  That  means  faster  perfor- 
aance,  since  the  main  processor  doesn't 
lave  to  handle  every  task, 
lo  CONTEST?  At  the  Nov.  6  announce- 
aent — a  gala  at  Houston's  AstroHall — 
0  suppliers  are  scheduled  to  exhibit 
;iSA  accessories  and  software  for  the 
lew  Compaq  machines.  Besides  EISA 
ards,  the  machines  can  use  add-in  cards 
lesigned  for  older  IBM  PC/ at  clones. 


While  IBM  and  Compaq  have  waged  a 
war  of  words  over  their  designs,  the 
market  battle  may  not  be  quite  so  dra- 
matic. Many  industry  watchers  say  nei- 
ther format  will  dominate.  "The  whole 
issue  of  one  architecture  versus  another 
is  a  nonexistent  battle  to  us,"  says  Den- 
nis T.  Eccleston,  information  center  di- 


paq  has  collaborated  with  Microsoft 
Corp.  on  a  multiprocessor  version  of  its 
network  software. 

The  big  question  is  whether  the  com- 
pany can  sell  this  type  of  gear  through 
dealers:  Will  they  be  skilled  enough  to 
do  business  with  buyers  of  major  corpo- 
rate networks?  "When  you  talk  about 
this  market,  you're  not  just  throwing  a 
bunch  of  parts  in  a  box,"  says  Alan 
Soucy,  manager  of  computing  standards 
at  Martin  Marietta  Corp.,  which  has 
1,000  Compaq  80386-based  PCs.  "They'll 
have  problems  selling  through  dealers." 
The  Businessland  Inc.  chain,  generally 
regarded  as  the  most  advanced  dealer  in 
installing  networks,  no  longer  carries 
Compaq  machines  and  instead  markets  a 
line  of  network  servers  built  by  startup 
Netframe    Systems    Inc.  Swavely 


COMPAQ'S  SWAVELY:  BREAKING  INTO  MINICOMPUTER  TERRITORY 


the 


rector  at  the  New  York  Power  Author- 
ity. Several  suppliers,  including  Olivetti 
and  Tandy  Corp.,  will  sell  both  Micro- 
channel  and  EISA  PCs. 

To  distinguish  its  machines  from  EISA 
models  already  announced  by  Hewlett- 
Packard  Co.,  Olivetti,  and  others,  Com- 
paq uses  a  second  high-speed  internal 
connection  in  its  most  powerful  model. 
This  allows  for  two  microprocessors:  ei- 
ther two  i486s,  two  80386s,  or  one  of 
each.  In  addition  to  boosting  power,  the 
design  should  help  Compaq  weather 
shipment  delays  in  the  i486  caused  by 
flaws  in  early  versions  of  the  chip.  Com- 
paq customers  can  start  with  an  80386 
now  and  get  the  corrected  80486  later. 
On  the  software  side,  Santa  Cruz  Opera- 
tion is  writing  a  multiprocessor  version 
of  the  Unix  operating  system,  or  basic 
software,  for  the  machines.  And  Com- 


counters  that  his  dealers  already  are 
skillful  network  installers,  and  he  says 
Compaq  is  giving  them  extra  training. 

Anticipation  drove  Compaq  stock  to  an 
all-time  high  of  II21/2  on  Oct.  19.  And 
Mark  F.  Stahlman,  an  analyst  with  Alex. 
Brown  &  Sons  Inc.,  figures  that,  along 
with  Compaq's  new  laptops,  the  i486  ma- 
chines will  boost  earnings  by  50%,  to  $12 
per  share,  next  year.  Other  analysts  put 
1990  earnings  at  $10  or  less  per  share. 
"It's  not  like  the  80386,  when  Compaq 
had  the  market  to  itself,"  notes  Charles 
R.  Wolf  of  First  Boston  Corp.  "This  time 
there's  competition  from  the  starting 
bell."  Still,  Compaq's  new  machines 
should  preserve  its  technology  lead,  at 
least  for  now,  and  all  but  guarantee 
above-average  growth  in  1990. 

By  Geoff  Lewis  in  New  York  and  Mark 
Ivey  in  Houston,  with  bureau  reports 
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'  Digital  Equipment  Corporation.  198')  The  DIGITAL  logo,  VAX  and  DiRiial  has  it  now  are  tradeinarks  of  Digital  Equipment  Corporation 

Thomas  Tait,  Director,  C.I.M  Projec 
Jim  Ambrose,  Sr.  Mgr.,  Worldwide  Mfg.  Systs 
Polaroid  Corporatior 


"With  Digital, 
Polaroid  is  picture 
perfect  in 
customer 
satisfaction." 


"Polaroid's  key  objective  is  cus- 
tomer satisfaction.  And  manufactur- 
ing excellence— higher  quality,  lower 
cost  and  faster  time  to  market  — is  a 
prime  strategy  in  achieving  it.  Our 
CIM  project  needed  to  integrate 
manufacturing  with  product  design 
and  marketing,  and  tie  together 
computers  from  the  desktop  to  the 
datacenter.  To  give  our  people  the 
information  they  need  to  respond 
quickly  to  customer  demands  and 
market  changes. 

"Digital  offered  us  just  that,  plus 
multivendor  networking  and  out- 
standing price/performance.  And  we 
can  run  the  same  application  on  any 
size  ^^^X'"  computer  system  in  any  of 
our  22  plants  worldwide-without 
modification. 

"The  success  of  our  CIM  and 
systems  integration  efforts  has  been 
enhanced  by  Digital's  expertise  and 
openness.  They  designed  a  solution 
to  fit  our  unique  business  challenge. 
And  they  shared  their  experiences  in 
building  enterprise-wide,  integrated 
information  systems.  To  help  us 
empower  our  people  to  run  our  busi- 
ness better." 

The  rewards  of  working  together. 

Digital's  approach  to  computing 
helps  people  work  together  to 
improve  customer  satisfaction  and 
provide  a  competitive  advantage. 

Today,  with  systems  and  exper- 
tise that  make  the  promise  of  inte- 
grated business  a  reality.  Digital  gives 
you  an  elegantly  simple  way  for  your 
people  to  work  together  more  produc- 
tively, more  creatively,  more  effi- 
ciently, more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

it 
now. 
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dBASE  lY  IS  A  GODSEND 
TO  THE  COMPETITION 


Glitches  have  opened  up  a  free-for-all  in  the  PC  data  market 


Last  month,  consultants  at  Ernst  & 
Young  in  Los  Angeles  could  hardly 
wait  to  try  software  they  had  de- 
veloped using  Ashton-Tate's  new  dBase 
IV  program  as  the  foundation.  But  only 
minutes  after  starting  a  simple  routine, 
the  program  crashed.  "I  should  have  lis- 
tened. I  was  warned,"  says  one  insider, 
referring  to  reports  that  dBase  IV  is 
flawed.  The  firm  chucked  dBase  IV  and 
replaced  it  with  a  clone. 

That's  happening  increasingly 
with  dBase  IV,  a  personal  com- 
puter program  used  to  keep  lists 
and  records.  The  product's  U.  S. 
market  share  plunged  from  687' 
in  1985  to  457'  in  1988,  says  mar- 
ket researcher  International  Data 
Corp.,  as  U.  S.  sales  of  PC  data 
bases  climbed  almost  2007.  The 
trend  is  continuing  this  year.  Mar- 
ket researcher  Dataquest  Inc.  ex- 
pects dBase's  market  share  to 
drop  to  357.  Ashton-Tate  points 
out  that  no  single  rival  has  gained 
the  lion's  share  of  its  lost  sales. 
Still,  as  sales  stall  while  the  com- 
pany improves  dBase  IV,  its  competitors 
are  benefitting. 

OPEN  DOOR.  Just  two  years  ago,  such  a 
retreat  was  unthinkable.  Introduced  in 
1981,  dBase  eventually  drew  2.3  million 
customers  and  accounted  for  757"  of 
Ashton-Tate's  sales.  Its  adaptable  code 
became  a  popular  software-writing  tool, 
second  only  to  the  programming  lan- 
guage Basic.  With  its 
ability  to  organize  big- 
ger heaps  of  informa- 
tion, the  $795  dBase  IV 
was  supposed  to  keep 
Ashton-Tate  ahead.  In- 
stead, customers  are 
finding  bugs.  Program- 
mers say  that  dBase 
IV  lacks  a  compiler — a 
miniprogram  thai 
translates  software 
code  into  computer  in- 
structions. So,  dBase 
takes  longer  to  sort 
and  file  data  than  rival 
products  do — while  eat- 
ing up  vast  amounts  of 
computer  memory.  A 
new  version  due  next 


year  will  solve  some  of  these  problems, 
Ashton-Tate  says. 

Still,  the  door  has  opened  for  rivals 
such  as  Borland,  DataBase,  and  Fox 
Software.  Once,  "people  would  automati- 
cally ask  for  dBase,"  says  Larry  Foster, 
a  senior  vice-president  at  Egghead  Dis- 
count Software  in  Issaquah,  Wash. 
"Now,  customers  are  open  to  other  prod- 
ucts." Borland,  No.  2  with  about  7.37  of 


CHAIRMAN  ESBER:  "WE'RE  DOING  MORE  EXTENSIVE  TESTING 


the  PC  data-base  market,  says  unit  sales 
of  its  $725  Paradox  program  will  more 
than  double  this  year  to  150,000. 

Technical  innovations  also  are  giving 
competitors  a  boost.  For  instance.  Fox's 
new  FoxPro  does  chores  up  to  eight 
times  as  fast  as  dBase  IV,  programmers 
say.  Moreover,  the  $795  product  is  easier 
to  use.  And  data  stored  in  dBase  files 


1985 

TOTAL  VALUE: 
$148.8  MILLION 


ASHTON-TATE'S  BACKSLIDE 

WORLDWIDE  SHARE  OF  PC  DATA-BASE  SOFTWARE 

BASED  ON  UNITS  SHIPPED 


ASHTON-TATE 

/  A  dBASE 
/\  ANSA 
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Ax  DATABASE  INTL. 

/_J  DATAEASE 

/\  fOX  SOFTWARE 

Z_J  EOXBASE 


/\  OTHER 


ANSA  WAS  ACQUIRED  BY  BORUND  IN  '87 


DATA:  INTERNATIONAL  DATA  CORP 


can  be  used  with  the  program.  "It's  wa^ 
ahead  of  the  competition,"  says  Michae 
P.  Masterson,  a  software  consultant  ir 
Silicon  Valley.  Fox,  based  in  Perrysburg 
Ohio,  also  produces  FoxBase,  which  is 
the  top-selling  data-base  program  foi 
Apple  Computer  Inc.'s  Macintosh.  Ash 
ton-Tate  sued  Fox  last  year,  claiming 
that  FoxBase  copied  some  features  o: 
dBase  IV.  The  suit  is  still  pending. 

Another  innovative  challenger  is  Clip 
per,  made  by  Nantucket  Corp.  in  Lo; 
Angeles.  Although  that  $795  product  is  ; 
so-called  development  kit,  not  a  ready-to 
use  program,  buyers  say  it's  easier  t( 
customize  than  dBase  IV  to  handle  spe 
cialized  filing  and  sorting  jobs.  In  fact 
Ashton-Tate  used  Clipper  to  develoj 
some  of  its  internal  record-keeping  pro 
grams.  Privately  held  Nantucket  expect; 
its  sales  to  jump  about  207  in  fisca 
1990,  to  about  $24  million,  and  claims  t( 
have  175,000  regular  customers. 

Cruder  products  also  threatei 
dBase's  turf.  Programs  such  as 
Symantec  Corp.'s  Q&A  and  Soft 
ware  Publishing  Corp.'s  Profes 
sional  File  sold  about  160,00( 
units  combined  last  year.  As  th( 
$444  million  data-base  marke 
doubles  by  1993,  analysts  sa^ 
such  products  will  lure  customers 
who  don't  have  time  to  learn 
complicated  program  such  £ 
dBase  or  Paradox. 
CLOSE  EYE.  The  decline  of  dBasi 
has  wreaked  havoc  at  Ashtor 
Tate.  Analyst  David  Bayer  o 
Montgomery  Securities  expect: 
the  company  to  lose  $28  million  this  yea 
on  revenues  of  $263  million.  Californi; 
software  companies  say  they've  been  ir 
nundated  with  resumes  from  Ashtor 
Tate  employees.  To  stem  the  tide.  Ash 
ton-Tate  Chairman  Edward  M.  Esber  Jr 
is  keeping  a  close  eye  on  improvec 
dBase  IV.  "This  time,  we're  doing  mor 
extensive  testing,"  he  says.  Indeed,  Eri 
Kim,  vice  president  o 
dBase  product  develop^ 
ment,  is  testing  th< 
program  on  45,00t 
functions  to  weed  ou 
glitches. 

But  such  effort; 
may  be  a  bit  late 
"They've  already  lost 
lot  of  credibility  in  th( 
users'  eyes,"  says  Nan 
cy  McSharry,  a  soft 
ware  analyst  at  Inter 
national  Data  Corp 
That  may  mean  rough 
er  sailing  for  Ashton 
Tate,  as  customer; 
keep  jumping  ship. 

By  Patrick  E.  Cole  h 
Los  Angeles 


1988 
TOTAL  VALUE: 
$444  MILLION 
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WhafEmeik 


How  in  the  world  do  time- 
release  medications  know 
when  to  dissolve?  Is  it 
magic?  Or  is  it  Carbopol®? 

Many  multinational 
manufacturers  of  laxatives, 
cold  remedies,  appetite 
suppressors,  and  antibiotics 
rely  on  Carbopol  products  from 
BFGoodrich.  They're  specialty  polymers  that  lit- 
erally tell  these  pharmaceuticals  when  to  dissolve 
and  release  their  active  ingredients. 

When  you  swallow  a  tablet,  the  Carbopol 
turns  into  a  gel.  Depending  on  the  amount  and 


consistency  of  the  gel,  ingredients  are  steadily 
released  slowly  or  quickly. 

Carbopol  is  just  one  of  many  special- 
purpose  products  from  our  fast-growing 
Specialty  Chemical  business  segment.  This  seg- 
ment's operating  income  rose  20%  in  1988, 
and  we  expect  it  to  produce  an  increasingly 
greater  portion  of  our  company's  profits  in  the 
near  future. 

You  might  say  we're  a  $2.4  billion  company 
whose  time  has  come. 

BFGoodrich 

Chemicals  and  Aerospace 


conomics 


D'EBTI 


THIS  CREDIT  SQUEEZE  IS  QUIET 
—BUT  IT  STILL  HURTS 


Private  lenders,  not  the  Fed.  are  clamping  c :  ".=.t. — and  ±e  :~z '.e  effects  may  bring  recession 

Boiid  defauJis  and  debt  morarorinini  arr 
S4  bilfiori  and  eounting.  arid  odIt  branc- 
name  juui  trades  Tiiritii  ease.  Bond  bnr- 
eis  are  beginning  xo  just  say  no. 
ing  deals  based  on  rosy  assmni"  : 
about  future  cash  flovr.  Tbe  ba,nV- 
also  raising  tbeir  standards,  roost  v-_, 
afier  refusing  w  fund  tbe  ^2 
UAL  Corp.  leveraged  buTout. 

Tbe  trouble  in  tbe  junk  jard  is  far 
from  over.  Junk  bonds  issued  l»etwee:i 
195i6  and  — -when  deal  nania  is-as  in 
full  swing — show  a  shaitj  dedine  in  in- 
terest coverage  compared  to  tbose  b- 
sued  l>ersireen  195)0  and  19^5.        -   -  c 
to  a  study  by  Barrie  W^roore 
parmer  ai  Goldman.  Sacis  6i  1_ 
19s«3.  earnings  before  inierest,  tase; 
and  depredaiaon — a  qmck  measure  o:' 
cash  flow — covered  interest  costs  "2.":: 
tiroes.  That  ratio  had  shrunk  to  a  i_;  .  = ; 
1.23  tiroes  interest  by  19SS.  And  ;  •  - 
Two-thirds  of  ail  junk  bonds  were  i;  ■  .  t  . 
between  li*S6  and  1988. 
The  casb-flow  cushion  is  getting  prei- 


I".  wasn't  snppctsed  to  happen.  Ttjc 
jld-fashioned  credit  cniDC-h  in  which 
-J^e  Federa]  Reserve  Bifurd  would 
the  ec-C'Domy  by  dTi-»ing  up  raxes, 
shutting  off  the  credit  spigot,  and  forc- 
ing the  private  sector  lo  retrench  just 
wouldn't  take  place  in  the  newly  deregu- 
lated finaneia]  syst^rci. 

WeL  the  old-fashioned  crunch  hasnt 
hapf<ened.  but  something  just  as  painful 
is  unfolding.  Today,  the  economy  is  in 
the  slow  and  tightening  grip  of  a  credit 
squeeze,  a  new  r.-x>e  of  credit  cruncL 
It's  not  the  Federal  Reser»"e  tbat's 
brought  on  this  squeeze,  but  rather  the 
private  serior.  Financial  markeis.  not 
giivemments  or  their  ceniral  bankers, 
are  acting  as  top  cop,  punishing  borrow- 
ers for  a  decade  of  excess.  Wimess  tbe 
iraTails  of  the  Campeau  Corp.  empire. 
Toe  squeeze  is  roost  obvious  in  seeiors 
like  junk  t>onds.  but  its  ripple  effects 
iiaven't  yet  t'een  fully  felt  ihroughout 
the  highly  indebted  economy. 

In  ihie  past-  the  conventional  credit 
cmnch  that  ■^^Iggered  recessions  fol- 
lowed a  predictable  course:  To  fight  in- 
ilaiion.  the  Fed  would  'drive  market  in- 
terest rates  above  the  rates  banks  could 
legally  pay  det<05itors.  First,  the  finan- 
cial system  would  shut  down  and  I'jan 
money  dry  up.  Then  the  real  economy, 
starring  TSTth  t^je  housing  sector,  would 
£rei  hit-  Tc>dav.  "the  crunch  will  mainlv 


corxiC'ratDon.  says  A_t1  ::jei 
economist  at  Bijston  Co. 

Debt.  which  was  supposed  to  liberate 
companies  to  compete  more  efficiently, 
is  imprisoning  more  and  more  of  them 
as  they  struggle  to  roeet  hefty  interest 
and  prindpal  payments.  Now.  as  profit- 
abifirr  declines,  old  debts  aren't  being 
paid  and  new  credit  is  harder  to  obtain. 
Indeed,  with  the  Federal  Reserve  pursu- 
ing a  stingy  monetary  policy,  the  current 
credit  squeeze  could  weU  lead  to  an  eco- 
nomic downturn,  low  inflation  rates,  and 
even  falling  prices  in  some  regions.  Tbe 
process  m^y  be  a  slow.  grin<ding  one. 
rather  than  a  sharp,  quick  jolt, 
DEBT  PROPELLED.  To  be  Sure,  the  current 
■rx:.i:_.-.;:.        i-een  remarkabh"  'durable. 
.■Vdq  lL'c  Federal  Reserve,  well  aware  of 
the  nation's  finan-cial  fragiliT\".  knows 
how  to  avert  a  finaneal  msis  as  lender 
of  last  resort  But  it  is  debt  that  has 
pri:)pelied  the  ee»onomy's  expansion,  and 
it  is  from  the  erireroes  of  debt  that  the 
markets  are  now  recoiling.  "We  are  un- 
winding  the  great 
postwar  cre'iit 
boom."  says 
Qiarles  I.  G'Ough 
Jr..  chief  invest- 
ment strategist  at 
MerrlD  Lynch  ic  Co. 

Tne  new-style  eruneh  is 
being  felt  mc<5t  in  the 

h ^^:->.ond  marker 


MONEY  IS  TIGHT... 


...BORROWING  IS  SLOWING... 


ty  thin  for  everybody.  In  the  aggregate, 
according  to  Merrill  Lynch  &  Co.,  inter- 
est payments  as  a  percentage  of  cash 
flow  are  at  a  record  30%,  far  above  the 
21.7%  level  of  the  1973-75  recession  and 
the  24%'  payment  burden  during  the 
1981-82  downturn.  Almost  all  industries 
are  now  devoting  a  larger  percentage  of 
cash  flow  to  interest  payments  than  dur- 
ing either  of  those  two  recessions.  To 
make  matters  worse,  pretax  profits 
plunged  at  a  23%  annual  rate  in  the  first 
half  of  the  year,  and  third-quarter  earn- 
ings are  not  much  better  (page  138). 
BANK  BUSTS?  What's  more,  as  the  busi- 
ness outlook  worsens,  more  companies 
may  default  on  their  debt  and  be  forced 
into  bankruptcy.  Before  the  debacle  in 
the  junk-bond  market,  the  conventional 
wisdom  was  that  investors  in  LBOs  and 
junk-financed  companies  would  refi- 
nance a  distressed  company's  debt  rath- 
er than  let  it  default.  Yet  32.8%  of  the 
junk-bond  issues  that  were  voluntarily 
restructured  between  1977  and  1986  sub- 
sequently defaulted  on  their  debt. 

It's  not  just  the  corporate  sector  that's 
feeling  the  squeeze.  The  banks  are,  too. 
Not  only  are  they  saddled  with  the  fa- 
miliar debts  to  l?ss  developed  countries, 
but  they  are  also  big  lenders  to  junk- 
rated  companies  and  to  commercial  real 
estate  developers.  Indeed,  nonperform- 
ing  loans  are  so  crushing  at  Manufactur- 
ers Hanover  Corp.  that  Moody's  Inves- 
tors Service  Inc.  rates  its  subordinated 
debt  Ba2,  a  below-investment  grade  rat- 
ing. Rival  Chemical  Banking  Corp.  also 
merits  a  junk-bond  rating  of  Bal  on  its 
subordinated  debt. 


T 


Bond  buyers  are  beginning  to 
just  say  no,  spuming  deals 
based  on  rosy  assumptions 
about  future  cash  flow 


Right  now,  the  banks'  biggest  prob- 
lem is  in  commercial  real  estate.  Many 
major  markets  are  overbuilt,  and  non- 
performing  real  estate  loans  in  the  first 
half  of  the  year  totaled  $31.7  billion — 
double  the  1984  level.  The  national  office 
vacancy  rate  is  at  19.3%,  compared  with 
18.6%  at  the  end  of  1988.  The  rating 
service  of  Standard  &  Poor's  Corp.  says 
"the  worst  is  yet  to  come  for  the  bank- 
ing industry"  and  nonperforming  real 
estate  assets  "should  continue  to  climb." 

The  S&L  bailout  is  also  putting  a  crimp 
on  credit.  For  one  thing,  the  government 
plans  to  dispose  of  at  least  $100  billion  in 
bad  real  estate  assets — an  action  certain 
to  depress  prices  in  some  regions.  The 
S&Ls  are  also  shrinking  their  deposit 
base  to  meet  the  government's  new  stiff 
capital  adequacy  requirements.  And 
with  a  smaller  deposit  base,  S&Ls  will  be 
forced  to  cut  back  their  lending. 

So  far,  the  credit  squeeze  is  most  ap- 
parent in  the  corporate  sector.  But  it 
could  spread  to  consumers  through  the 
soft  housing  market.  Home  prices  in 
many  areas  of  the  country,  especially  in 
the  Northeast,  are  weak.  If  homeowners 
begin  to  worry  about  the  value  of  their 
biggest  asset,  they  could  cut  back  on 
spending.  Right  now,  the  con- 
sumer is  stretched — not  over- 

0 whelmed — by  debt  burdens. 
\^         Only  a  big  decline  in  incomes 
caused  by  widespread  unem- 
ployment would  push  housing 
"^^^^^^     prices  sharply  lower  nationwide. 

Even  without  such  calamities, 
though,  the  retreat  from  debt 
I         has  begun.  Faced  with  deteriorat- 


ing credit,  lenders  have  pulled  back,  and 
this  year,  debt  of  the  economy's  nonfi- 
nancial  sectors  is  growing  at  the  lowest 
rate  in  20  years,  says  Merrill's  Clough 
(chart).  Another  sign  of  the  debt  squeeze 
can  be  seen  in  the  disinflationary  forces 
at  work  in  some  sectors.  Companies 
have  been  unable  to  sell  off  assets  at  the 
prices  they  expected  only  a  year  ago. 
Highly  leveraged  Interco  Inc.,  for  in- 
stance, sold  its  Ethan  Allen  Inc.  furni- 
ture subsidiary  for  at  least  10%'  less  than 
it  had  estimated. 

The  disinflationary  pull  is  showing  up 
in  other  ways.  Some  highly  indebted  in- 
dustries, such  as  paper,  are  finding  that 
price  increases  won't  stick.  Even  less- 
leveraged  companies,  unable  to  raise 
prices,  are  engaged  in  a  new  round  of 
cost-cutting,  slashing  medical,  pension, 
and  other  costs. 

NEGATIVE  SPIRAL.  As  the  credit  squeeze 
develops  against  a  backdrop  of  weaken- 
ing demand  and  still-tight  money,  a  neg- 
ative spiral  may  evolve:  Already  fragile 
debt-burdened  companies  get  hit  with  a 
dip  in  demand,  which  only  worsens  their 
ability  to  pay  off  debt  and  principal. 
Further  weakened,  these  companies 
slash  output,  reduce  employment,  and 
cut  back  on  investment.  The  result:  re- 
cession. 

Yet  it  wasn't  economic  collapse  that 
the  Fed  and  many  economists  feared 
most  from  the  1980s  debt  buildup.  Rath- 
er, it  was  that  leverage  condemned  the 
nation  to  continued  inflationary  pres- 
sures. Forced  to  choose  between  eco- 
nomic collapse  and  inflation,  the  argu- 
ment went,  the  central  bank  would 
invariably  choose  inflation. 

But  thus  far,  the  Fed  has  shown  every 
sign  of  resisting  the  impulse  to  inflate. 
And  the  markets,  ever  vigilant  against 
rising  prices,  may  give  the  Fed  little  lee- 
way. The  markets  want  to  see  less  debt, 
lower  inflation,  and  slower  growth.  And 
that  means  that  the  credit  squeeze  will 
continue. 

By  Christopher  Farrell  in  New  York 
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"Their  revenue  has  grown  nearly  250%  in 
five  years.  Our  portfolio  should  only  be  filled 
with  $6  billion  cx)mpattiies  like  thatf 

—investment  banker 

Ma.  >Afe  shov^isdj^eo^  Let  us  show  you: 


♦  1 


THE  RIVAL 
JAPAN  RESPECTS 

MOTOROLA'S  SECRETS:  STRONG  R&D,  BUILT-IN  QUALITY,  AND  ZEALOUS  SERVICE 


With  a  gentle  summer  breeze 
wafting  across  the  lake,  the 
chairmen  of  two  of  the 
world's  leading  high-tech  companies  put 
thoughts  of  U.  S.-Japan  trade  friction  be- 
hind them.  The  business  at  hand  was 
windsurfing.  Robert  W.  Galvin,  the  ath- 
letic, sexagenarian 
head  of  Motorola 
Inc.,  had  coaxed 
Sony  Corp.'s  silver- 
haired  Akio  Morita 
into  taking  a  stab  at 
the  sport.  After 
some  coaching  on 
the  shore  of  the 
pond  on  Galvin's  es- 
tate in  Barrington, 
111.,  the  two  plunged 
into  the  water,  and 
soon  Morita  was 
skimming  over  the 
waves. 


CEO  George  Fisher 
insists  on  battling 
Japan  Inc.  in  as 
many  markets  as  he 
including 


MicroTac's  hefty  $2,500  price,  dealers 
haven't  been  able  to  satisfy  demand 
since  its  April  debut,  either  in  the  U.  S. 
or  Japan. 

This  summer,  the  company  followed 
that  act  with  the  first  wristwatch  pager. 
This  ultrasmall  product,  which  resem- 
bles the  wrist-radio 
familiar  to  Dick  Tra- 
cy fans,  has  also  gar- 
nered accolades.  The 


wrist-pager,  says  John  J.  Egidio,  presi- 
dent of  Metromedia  Paging  Services 
Inc.,  seems  to  have  "scooped  the  world 
by  a  year  or  two." 

Compared  with  Motorola's  fortunes  of 
just  a  few  years  ago,  this  is  a  radical 
reversal.  In  the  early  and  mid-1980s,  Jap- 
anese dumping  of  better-quality  prod- 
ucts shattered  the  Schaumburg  (111.) 
company's  virtual  lock  on  U.  S.  markets 
for  pagers  and  cellular  phones.  And  Mo- 


can- 


Japan  itself 


Since  that  1986  initiation  to  windsurf- 
ing, Morita  often  refers  lightheartedly  to 
Galvin  as  "my  teacher."  Morita  also  har- 
bors a  sincere  respect  for  Galvin's  com- 
pany. "It  has  kept  up  a  strong  emphasis 
on  R&D,"  says  Morita,  "and  it  is  willing 
to  invest  in  research  for  the  long  term." 

But  teaching  the  Japanese  lessons  in 
competitiveness  is  anything  but  sport 
for  Galvin  and  Chief  Executive  George 
M.  C.  Fisher.  Motorola  is  waging  a  no- 
holds-barred  battle  in  a  half-dozen  world 
markets,  from  semiconductors  and  auto- 
motive electronics  to  pagers  and  cellular 
phones.  "We  intend  to  be  the  best  manu- 
facturer of  electronics  hardware  in  the 
world."  Fisher  insists. 
SHRINKING  ACTS.  The  wins  are  beginning 
to  stack  u[).  In  just  the  past  six  months. 
Motorola  knocked  the  wind  out  of  the 
sails  of  .]a])anese  telecommunications  ri- 
vals with  two  new  products,  both  mar- 
vels of  miniaturization.  First  came  the 
MicroTac  cellular  phone,  a  Star  Trekky 
unit  that  >lips  into  a  coat  pocket  and 
flips  open  for  use.  It  is  far  sleeker  and  a 
third  lighter  than  the  next  closest  porta- 
ble phone,  from  Japan's  Matsushita 
Electric  Industrial  Co.  Despite  the 
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;orola's  Phoenix-based  Semiconductor 
Products  Sector  suffered  a  body  blow:  It 
f/as  forced  out  of  dynamic  random-ac- 
;ess  memories  (DRAMs),  the  largest-sell- 
ng  type  of  chip.  In  a  few  short  years, 
VIotorola  slid  from  being  No.  2  in  world- 
vide  chip  sales  to  tagging  along  behind 
>JEC,  Toshiba,  Hitachi,  and  archrival  Tex- 
ts Instruments.  At  its  ebb  in  early  1986, 
,he  company  even  kicked  around  a  pro- 
)Osal  to  merge  its  semiconductor  opera- 
ions  with  those  of  Toshiba  Corp. 
lANDiNG  TOGETHER.  Instead,  Motorola 
mbarked  on  a  daring  plan  to  out-Japan 
'apan  Inc.  The  company  embraced  such 
apanese  tactics  as  driving  relentlessly 
or  market  share,  sharply  upgrading 
(uality,  and  constantly  honing  manufac- 
uring  processes  to  pare  costs.  And  it 
ontinues  to  pour  billions  into  research 
md  development,  training,  and  capital 
mprovements — $1.8  billion,  or  19%  of 
evenues,  this  year  alone. 

Motorola  shook  off  its  not-invented- 
lere  bias  to  become  an  ardent  supporter 
if  R&D  consortiums,  particularly  Sema- 
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tech,  the  semiconductor  industry's  last- 
ditch  effort  to  stave  off  the  Japanese  by 
developing  the  best  chipmaking  technol- 
ogies available.  In  addition,  the  company 
has  been  forging  strategic  alliances  with 
chipmakers  here  and  abroad.  Most  nota- 
ble: a  1987  pact  with  Toshiba,  which  en- 
abled Motorola  to  reenter  the  dram  busi- 
ness, and  a  just-signed  linkup  with  IBM 
to  develop  cutting-edge  chipmaking 
methods. 

Not  content  sim- 
ply to  copy  the  Japa- 
nese, Motorola  has 
added  a  distinctive 
American  flair  to  its 
efforts.  It  is  exploit- 
ing Yankee  know- 
how  in  areas  where 
Japanese  companies 
have  been  notorious- 
ly weak,  such  as 
marketing  and  soft- 
ware development. 
And  it  is  pulling 
out  all  the  stops  to 
become  a  major 
force  in  Japan's 
home  markets. 

The  payoff  has 
been  startling.  In 
semiconductors.  Mo- 
torola is  now  king  of 
the  U.  S.  hill.  No.  4  in 
the  world — and  on 
the  rise  in  Japan, 
thanks  to  its  ties  to 
Toshiba  (page  121). 
Chip  sales  in  Japan's 
sheltered  market — 
the  world's  largest — 
jumped  70%  last 
year,  hitting  an  esti- 
mated $290  million. 

Despite  some  en- 
trenched opponents 
in  Europe — Philips, 
SGS-Thomson  Micro- 
electronics, and  TI  in 
chips  and  L.  M. 
Ericsson  in  telecom- 
munications— Motor- 
ola is  gaining  ground 
there,  too.  And  in 
Southeast  Asia,  the 
world's  fastest-grow- 
ing chip  market,  Mo- 
torola has  become  the  No.  3  supplier. 

Whether  judged  by  U.  S.  or  by  Japa- 
nese standards.  Motorola  builds  an  un- 
usually broad  line  of  chips.  It  is  strong 
in  two  crucial  areas — microprocessors 
and  memory  chips — and  it  is  a  leader  in 
the  burgeoning  automotive  electronics 
market.  Its  microprocessors,  the 
"brains"  of  computerized  equipment, 
dominate  most  markets  other  than  IBM- 
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compatible  personal  computers,  where 
Intel  Corp.  reigns  supreme. 

Last  year.  Motorola  leapfrogged  other 
chipmakers  with  a  jazzy  new  breed  of 
digital  signal-processing  (DSP)  chip.  Such 
chips  are  a  sort  of  special-purpose  micro- 
processor, tailored  to  handle  images, 
sounds,  and  similar  streams  of  analog 
signals.  To  gear  up  for  high-definition 
television  and  other  futuristic  applica- 
tions. Motorola  plans 
by  yearend  to  launch 
a  still  more  powerful 
design.  "Motorola 
builds  chips  so  it  can 
build  things  with 
chips,"  explains  Carl 
Cobb,  who  left  Mo- 
torola's management 
team  in  1987. 

What's  really  the 
feather  in  Motorola's 
cap  is  the  soaring 
cellular-phone  mar- 
ket. Split  off  from 
Motorola's  communi- 
cations division, 
whose  principal  prod- 
ucts are  two-way  ra- 
dios and  pagers,  cel- 
lular is  bringing  new 
growth  potential — 
$1.3  billion  this  year. 
And  smaller  units  in 
information  systems 
and  government 
electronics  will  gen- 
erate revenues  of 
roughly  $650  million 
each.  For  example. 
Motorola  is  the 
world's  largest  mak- 
er of  modems,  which 
enable  computers  to 
"talk"  to  each  other 
over  phone  lines. 

All  told,  sales  and 
operating  profits 
should  climb  13% 
this  year,  to  $9.5  bil- 
lion and  $512  million 
respectively,  predicts 
Andrew  J.  Kessler, 
an  analyst  for  Mor- 
gan Stanley  &  Co. 
And  that's  after  tak- 
ing a  $43  million 
charge  in  the  third  quarter  for  costs  as- 
sociated with  trimming  the  payroll  by 
2,500.  Next  year,  the  staff  cuts  could 
add  $100  million  to  the  bottom  line, 
Kessler  says.  Investors  obviously  like 
what's  happening:  Motorola's  stock  is  up 
to  56,  while  archrival  Texas  Instruments 
Inc.'s  has  dropped  to  32,  after  both  start- 
ed the  year  at  around  42. 
By  the  mid-1990s,  cellular  phones, 


■89 
EST. 


VER  STORY 


BUSINESSWEEK/NOVEMBER  13,  1989109 


pagers,  and  other  tele- 
com products  should 
kick  in  a  full  70%  of  total 
profits  and  sales,  up 
from  less  than  50%-  now. 
Some  of  that  growth  will 
come  from  a  new  thrust 
in  services.  For  example, 
in  the  U.  S.  and  Japan, 
Motorola  is  installing  na- 
tionwide radio  networks 
through  which  fleet  op- 
erators can  keep  in  con- 
stant touch  with  their 
drivers. 

The  company  does 
have  its  sour  spots,  particularly  the  com- 
puter business,  acquired  in  1982  when 
Motorola  bought  minicomputer-maker 
Four-Phase  Systems  Inc.  Despite  its  esti- 
mated $310  million  in  sales  last  year,  the 
unit  hasn't  chalked  up  an  annual  profit 
since  1984.  Morgan  Stanley's  Kessler  ex- 
pects it  to  lose  $38  million  in  1989,  bring- 
ing the  red  ink  that  started  in  1985  to 
more  tiian  $200  million. 
NO  RETREAT.  To  come  as  far  as  it  has  in 
just  a  few  years  required  a  top-to-bot- 
tom overhaul  of  Motorola's  corporate 
culture.  Founded  in  1928  by  Galvin's  fa- 
ther to  hawk  car  radios — its  name  came 
from  linking  motor  with  Victrola — the 
company  is  no  stranger  to  change.  An 
earlier  round  of  Japanese  dumping 
forced  the  younger  Galvin  to  sell  Motor- 
ola's television  business.  In  1980,  the 
company  even  bowed  out  of  car  radios. 

But  Galvin,  who  controls  6%  of  the 
company's  stock,  has  now  drawn  the 
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line.  He  is  determined  to 
leave  a  healthy  legacy 
for  his  four  children  and 
13  grandchildren.  Many 
Motorola  watchers  ex- 
pect that  his  39-year-old 
son,  Christopher,  a  se- 
nior vice-president  and 
chief  corporate  staff  of- 
ficer, will  one  day  take 
over  as  chairman.  So 
Galvin  and  Fisher,  his 
hand-picked  successor  as 
CEO  since  early  1988, 
have  dyed  the  white  flag  red.  There  will 
be  no  more  retreating  or  surrendering 
markets. 

Their  game  plan  calls  for  Galvin,  67, 
to  spend  much  of  his  time  in  Washington 
briefing  legislators  on  the  realities  of 
international  competition  and  lobbying 
for  the  changes  that  he  believes  are  es- 
sential to  ensure  America's  competitive- 
ness. Taking  a  cue  from  the  Japanese, 
Galvin  shed  the  laissez-faire  attitude 
that  once  was  a  hallmark  of  high-tech 
companies.  Now,  Motorola  has  no  com- 
punction about  calling  in  the  cavalry  and 
working  hand-in-glove  with  Washington, 
especially  when  it  comes  to  rooting  out 
the  various  roadblocks  that  Japan 
throws  in  the  way  of  imports.  "We  can- 
not allow  our  competition  to  have  a  sanc- 
tuary," Galvin  declares. 

In  1982  and  1984,  Motorola  convinced 
the  Commerce  Dept.  that  Japanese  com- 
panies were  illegally  dumping  pagers 


jam 


and  cellular  phones.  Washington  socked  ijc 
those  imports  with  tariffs  of  up  to  106% 
Last  spring.  Motorola  prodded  Com- 
merce into  forcing  the  Japanese  govern- 
ment to  make  good  on  an  earlier  promise 
by  coughing  up  additional  radio-spec- 
trum frequencies  so  Motorola's  cellular 
phone  system  could  operate  in  the  dense- 
ly populated  Tokyo-Nagoya  corridor. 
GLITCH  PATROL.  Implementing  the  com- 
pany's internal  competitiveness  mea- 
sures has  fallen  mainly  to  Fisher,  48, 
who  left  AT&T  Bell  Laboratories  13  years 
ago  to  join  Motorola's  mobile-radio  unit. 
His  mission  has  been  distilled  into  a 
handful  of  key  goals,  capped  by  attain- 
ing Six  Sigma  quality.  That's  statistical 
jargon  for  near-perfect  manufacturing — 
a  rate  of  just  3.4  defects  per  million 
products.  Only  relatively  simple  prod- 
ucts, such  as  calculators,  have  reached 
this  level,  but  Motorola  expects  to  do  so 
across  the  board  by  1992. 

Another  top  priority  is  still  higher  cus- 
tomer satisfaction.  Fisher  wants  Motor- 
ola to  anticipate  customer  desires  and 
have  a  solution  ready  by  the  time  a  cli- 
ent wakes  up  to  its  need.  The  company's 
semiconductor  group  may  have  the  chip 
industry's  most  solicitous  customer-ser- 
vice organization.  Canon  Inc.  was  so  tak- 
en with  the  company's  desire  to  please 
that  it  uses  a  Motorola  microprocessor 
as  the  heart  of  its  hot-selling  EOS  35mm 
camera  (page  118). 

Like  the  Japanese,  Motorola  has  dis- 
covered that  better  quality  pays  for  it- 
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Commentary/ by  Neil  Gross 


TAKING  ON  JAPAN:  WHY  U.S.  BUSINESS  WANTS  BACKUP 


fokyo  police  got  their  first  taste  of 
Motorola  Inc.'s  communications 
sawy  in  1946,  when  U.  S.  occupa- 
ion  forces  lent  them  some  mobile  radio 
quipment.  Then,  to  help  spur  industri- 
.1  recovery,  the  Army  told  the  Japa- 
lese  they  could  copy  the  equipment. 
Motorola  engineers  even  stood  by  with 
echnical  advice.  There  was  no  mention 
if  patents  or  license  fees. 
Back  then,  no  one  could  anticipate 
apan's  microelectronics  miracle  and 
he  havoc  it  would  wreak  on  U.  S.  in- 
lustry.  Within  40  years.  Motorola 
vou\d  be  driven  out  of  color  TVs,  then 
omputer  memory  chips,  by  some  of 
he  same  companies  it  helped  raise 
rom  the  rubble  of  World  War  11.  0th- 
■r  American  companies  suffered  worse 
ates:  They  no  longer  exist. 

With  the  casualties  mount- 
ng,  some  U.  S.  politicians 
lave  called  for  an  industrial 
lolicy  patterned  on  Japan's. 
iut  cloning  Japan,  with  Uncle 
Sam  designating  winning  in- 
lustries  and  sheltering  fledg- 
ing technologies  from  off- 
hore  competition,  will  never 
ly  on  Capitol  Hill.  Too  many 
egislators  recognize,  thank- 
ully,  that  Washington  isn't 
ip  to  that  challenge.  So 
American  high-tech  compa- 
lies  are  pioneering  their  own 
ndustry-led  policy:  What  they 
isk  is  that  the  government 
ipply  some  political  leverage 
vith  countries  prone  to  treat 
rade  as  a  one-way  street. 
<ADlO  DAZE.  This  approach  has 
vorked.  In  the  summer  of  1988,  IBM 
tnd  a  handful  of  supporters  enlisted 
he  Commerce  Dept.  to  block  a  plan  by 
.he  Japanese  Ministry  of  Posts  &  Tele- 
;ommunications  to  impose  standards 
,hat  would  have  locked  the  U.  S.  out  of 
I  profitable  niche  in  international  data 
;ommunications.  This  summer,  it  was 
V[otorola's  turn.  The  ministry  tried  to 
shut  Motorola  out  of  Tokyo's  lucrative 
narket  for  cellular  phones,  saying  that 
here  was  a  shortage  of  radio  frequen- 
ces. In  fact,  the  ministry  was  sitting 
)n  extra  bandwidth — reserved  for  a 
jroup  of  Japanese  companies.  Threat- 
;ned  viith  retaliatory  trade  sanctions, 
lapan  gave  Motorola  some  of  that 
/oice-communications  spectrum. 

Were  Washington  to  backpedal  now, 
lapan's  bureaucrats  would  take  it  as  a 
;ign  of  weakness  and  edge  the  door 


shut  again.  But  U.  S.  Trade  Represen- 
tative Carla  A.  Hills  may  have  sent  a 
crossed  signal  on  her  recent  visit  to 
Tokyo.  She  made  conciliatory  gestures 
to  Posts  Minister  Senpachi  Oishi,  then 
publicly  railed  against  managed  trade. 

Yet  managed  trade  is  exactly  what 
the  U.  S.  is  insisting  on.  Japan  is  volun- 
tarily curbing  exports  to  the  U.S.  of 
autos,  machine  tools,  and  textiles.  And 
Japanese  dumping  of  dram  computer 
chips  was  ended  by  the  Semiconductor 
Trade  Agreement.  Hills's  puzzling  be- 
havior will  only  make  it  tougher  to  con- 
vince Tokyo  that  the  U.  S.  cannot  go  on 
paying  for  manufactured  products 
with  real  estate  and  capital  assets,  that 
Japan  must  instead  accept  U.  S.-made 
goods  in  return. 


Japan's  high-tech  policies,  while 
hard-hitting,  provide  some  important 
lessons  for  Washington.  Hitachi,  Mat- 
sushita, Toshiba,  and  other  giants  were 
allowed  to  savage  the  U.  S.  consumer 
electronics  industry  in  the  1970s.  Now, 
they  reap  all  profits  on  car  stereos  and 
large-screen  TVs  sold  in  America— and 
plow  those  profits  back  into  projects  to 
expand  Japan's  worldwide  markets. 
Billions  are  being  lavished  on  chipmak- 
ing  techniques,  for  example.  Hitachi 
Ltd.  is  already  testing  equipment  for 
making  the  64-megabit  memory  chips 
that  won't  be  introduced  until  a  decade 
from  now. 

So  Japan  seems  destined  to  control 
more  and  more  of  the  chip  and  chip- 
equipment  markets,  making  Motorola, 
IBM,  and  other  equipment  manufactur- 
ers increasingly  dependent  on  their 
competitors.  And  as  the  innovation 


lead  shifts  inexorably  to  Japan,  U.  S. 
companies  can't  hope  to  stay  in  the 
running  without  access  to  Japanese 
markets.  Only  resolute  pressure  from 
Washington  can  crack  that  door  and 
keep  it  open,  because  Tokyo  officials 
are  worried  about  more  domestic  com- 
petition from  the  likes  of  Motorola  and 
IBM.  Both  have  strong  manufacturing 
arms,  cutting-edge  technology  in  chips 
and  electronic  systems,  and  reputations 
for  high  quality. 

MEMORIES.  Until  the  Japanese  pay 
more  than  lip  service  to  freer  trade, 
Washington  has  little  choice  but  to  re- 
dress the  disadvantages  under  which 
U.  S.  companies  operate.  That's  why 
more  and  more  U.  S.  executives  argue 
that  in  markets  faced  with  substantial 
foreign  competition,  coopera- 
tion of  any  type,  including 
manufacturing,  should  be  ex- 
empt from  antitrust  laws. 
That  would  pave  the  way  for 
consortiums  such  as  U.  S. 
Memories  Inc.,  the  co-op  that 
plans  to  produce  memory 
chips.  U.  S.  Memories  "needs 
to  be  done,"  says  Robert  N. 
Noyce,  vice-chairman  of  Intel 
Corp.,  "for  the  sake  of  nation- 
al security  and  the  national 
economy." 

In  addition,  the  American 
Electronics  Assn.  believes  a 
national  program  in  high-defi- 
nition television  is  vital  to  re- 
vive the  U.  S.  consumer  elec- 
tronics industry.  Others  feel 
that  the  Bush  Administration 
should  make  certain  the  U.  S.  loses  no 
more  ground  in  semiconductor  produc- 
tion equipment.  At  the  same  time,  they 
say,  Washington  must  keep  pressing 
Japan  to  buy  more  U.  S.-made  chips. 

Unfortunately,  the  trends  are  in  the 
opposite  direction.  Commerce  is  back- 
ing off  from  its  flirtation  with  an  HDTV 
project,  and  it  is  no  longer  insisting 
that  Japan  honor  its  commitment  to 
help  U.  S.  chipmakers  win  a  20%'  share 
of  the  Japanese  semiconductor  market. 
Nor  is  Washington  paying  much  heed 
to  the  plight  of  the  small  but  technol- 
ogy-rich companies  in  the  chip-equip- 
ment industry. 

In  1946,  Mitsubishi,  Matsushita,  and 
NEC  had  Motorola  to  show  them  the 
ropes  in  mobile  communications. 
Should  the  shoe  ever  be  on  the  other 
foot,  would  any  Japanese  giant  return 
the  favor? 
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self.  "Americans  used  to  fall  into  the 
trap  that  high  quality  costs  more,"  notes 
Fisher.  "But  high  quality  and  low  cost 
go  hand  in  hand."  That's  because  good 
quality  reduces  the  so-called  hidden 
plant:  people,  floor  space,  and  equipment 
used  for  nothing  but  finding  and  fixing 
things  that  should  have  been  done  right 
the  first  time.  This  typically  represents 
to  35 /i  of  total  production  costs. 

This  lesson  hit  home  for  Fisher  in 
1982,  when  he  directed  a  pivotal  push  to 
crack  the  Japanese  telecom  market,  then 
rigorously  protected.  His  team  devel- 
oped a  pager  that  met  the  exacting  de- 
mands of  Nippon  Telegraph  &  Tele- 
phone Corp.  It  was  produced  to  quality 
standards  at  least  five  times  better  than 
Motorola's  U.  S.  pager.  But  it  turned  out 
to  be  more  profitable.  Motorola  now 
holds  a  leading  share  of  the  Japanese 
paging  market. 

That's  because  Motorola  didn't  rest  on 
its  laurels.  It  knew  competitors  would  be 
burning  the  midnight  oil,  and  Fisher 
didn't  want  to  wind  up  with  a  me-too 
product  because  "follower  positions  are 
secondary  financial  positions."  So  Motor- 
ola began  developing  the  wrist-pager. 
Over  a  three-year  period,  with  Timex 
Corp.  as  a  partner,  engineers  shrank  the 
number  and  size  of  parts  until  they 
could  all  be  squeezed  into  a  watch.  They 
succeeded  so  well  that  they  added  some 
new  features:  It  is  the  first  pager  on  the 
U.  S.  market  to  time-stamp  incoming 
messages,  for  example.  It  sells  for  $300, 
triple  the  price  of  many  pagers. 

■To  instill  its  far-flung  work  force  with 
the  new  corporate  goals.  Motorola  has 


launched  a  massive  educational  drive  for 
all  105,000  employees.  Some  courses  ex- 
plore global  competitiveness  and  risk- 
taking.  Others  hone  practical  skills  in 
statistical  process  control  or  ways  of  re- 
ducing product  cycle  times.  Workers  and 
managers  alike  are  now  expected  to 
keep  their  noses  in  books  throughout 
their  careers.  This  type  of  commitment 
doesn't  come  cheap:  In  1989,  the  compa- 
ny will  spend  $60  million  on  education. 

The  emphasis  on  quality  gets  even 
more  personal.  "It's 
one  thing  to  give  this 
lip  service,"  notes 
former  executive 
Cobb.  "It's  another 
to  make  promotions, 
bonuses,  and  raises 
tied  to  quality  im- 
provement." Over 
the  past  three  years, 
bonuses  pegged  in 
part  to  quality  gains 
have  averaged  3'^  of 
Motorola's  total  pay- 
roll. In  order  to  qual- 
ify for  such  incentive 
awards,  workers  look  beyond  the  imme- 
diate task.  "Their  job  includes  not  just 
doing  work  but  analyzing  how  it's  done 
and  fixing  problems,"  says  Merle  L.  Gil- 
more,  general  manager  of  portable  com- 
munications products. 
MIKD  SET.  Overall,  employees  seem  en- 
thusiastic. Take  paging.  One  production 
step  involves  putting  alphabetic  letters 
on  a  keyboard,  then  checking  to  make 
sure  each  key  is  placed  correctly.  So  a 
group  of  workers  fashioned  a  clear  tem- 


Defects  have  now 
been  cut  from 
nearly  3,000  per 
million  products  in 
1983  to  under  200, 
Motorola  estimates 


plate  with  the  letters  positioned  slighlf 
off-center.  By  holding  the  template  ov 
a  keyboard,  assemblers  can  quickly  Sii; 
mistakes.  Motorola  has  even  borrowedi 
quaint  Japanese  custom.  Several  seni- 
managers  bought  daninia  dolls  in  J- 
pan.  These  papier-mache  figures  cof 
without  eyes.  The  ritual  calls  for  blar- 
ing in  one  eye  when  you  make  a  wis 
then  blacking  in  the  other  only  after  t 
wish  comes  true.  What  did  the  Moton  . 
execs  ask  for?  "Six  Sigma  quality." 

To  foster  more  team  spirit,  Moton: 
is  tearing  down  the  traditional  walls  th 
isolate  various  departments,  such  as  (  ■ 
sign,  manufacturing,  and  marketin 
Now,  people  from  each  discipline  get  i 
volved  in  new  projects  early  on,  so  pro- 
ucts  are  designed  from  the  outset  to  \ 
cost-effective  to  build  and  to  provide  tl' 
features  that  customers  want. 

Similar  barriers  between  busine; 
units  are  also  tumbling  down.  Collaboi- 
tions  involving  two,  three,  or  more  di  ■ 
sions  are  common.  For  instance,  gover- 
ment      electronics      and  cellul; 
communications  designed  a  "secure"  ci 
lular  phone  that  encryi^ts  its  signals 
classified  subjects  can  be  discussed.  Ai 
auto  electronics,  chips,  and  communit 
tions  are  developing  futuristic  systei 
to  ease  urban  traffic  by  linking  "smar 
cars  and  traffic-control  computers. 
TOTAL  MOBILIZATION.  Motorola's  gains  i 
quality,  efficiency,  and  costs  have  bed 
nothing  short  of  spectacular.  On  one  lii; 
turning  out  two-way  radios,  it  now  tak 
just  three  days  from  receipt  of  an  ord- 
to  shipment.  Eighteen  months  ago,  th, 
process  took  30  days.  For  cellulr 
phones,  the  goal  is  i 
begin  production 
new  models  just  s 
months    after  tl 
start  of  the  desiji 
phase.  There's  still 
way  to  go — it  n( 
takes    up  to 
months.   But  thai 
down    from  thrc 
years  in  1985. 

Companywide,  c 
fects    have  bet 
slashed  from  nea; 
3,000    per  milli<i 
products  in  1983  • 
less  than  200,  estimates  Richard  C.  Bu| 
tow,  director  of  quality.  Since  1987,  f 
vigorous  attack  on  high-cost  "find  it  ai' 
fix  it"  quality  control  has  been  savir 
$250  million  annually — nearly  41% 
last  year's  pretax  income.  Such  impro\ 
ments  were  a  major  reason  that  Mon 
ola  won  last  year's  Malcolm  Baldri; 
National  Quality  Award. 

All  of  the  new  thrusts  came  togeth- 
in  the  MicroTac — especially  collaborati 
design  and  engineering.  "We  were  ah 
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What  a  lift  to  work  should  be. 

A  luxury  car  should  make  you  feel  like  you've  left  the  crowd  behind 
The  Lincoln  Continental  Even  in  the  gridlock  of  rush  hour,  it  makes 
you  feel  far  above  it  all  Continental  is  one  of  the  world's  most  advanced 
luxury  cars.  Anti-lock  brakes,  speed-sensitive  steering,  electronic  air  spring 
suspension  and  a  driver  and  right  front  passenger  air  bag  Supplemental 
Restraint  System  All  standard  For  a  free  brochure,  call  1  800  446-8888. 
Or  visit  a  Lincoln  dealer  One  drive  and  you'll  see  that  other  luxury 
cars  tend  to  get  lost  in  the  aowd  And  that  Lincoln  Continental  is  exacdy 
what  a  luxury  car  should  be. 

Lincoln.  What  a  luxury  car  should  be. 


The  new  Eagle  GA  Touring  Radial. 

Where  luxury  meets  performance.  And  both  win. 


Quite  possibly,  you  have  never  heard 
of  Goodyear  s  newest  tire,  the  Eagle  GA 
Touring  Radial.  But  the  engineers  at 
Lexus  certainly  have. 

For  more  tlian  18  months,  Goodyear 
and  Lexus  worked  together  on  three 
continents  of  the  globe. 

^Fheir  objective:  lo  make  a  tire  with 
the  handling  ■ 
capabilities  of 
an  Eagle  high- 
performance 
radial,  and  the 
superior  ride 
suitable  for  a 
luxury  car. 

Developmental  tires  were  tested  in 
America.  In  (>anada.  In  Germany, 
Luxembourg,  and  in  Japan. 

And  now,  the  Goodyear  Eagle  GA 
Touring  Radial  is  being  sent  to  Japan 
for  fitment  as  the  factoiy-specified, 
original  ecjuipment  tire  on  the  new 
$35,000  Lexus  LS  400. 

Tlie  Goodyear  Eagle  GA  Touring 
Radial  bridges  the  gap  between  the 


aggressive  handling,  grip  and  stability 
of  an  outright  performance  radial  and 
the  smooth,  undisturbed,  quiet  ride  of 
a  quality  luxuiy  radial. 

What  it  can  offer  your  car  is  a  quiet, 
smooth  and  undisturbed  ride  over  a 
variety  of  road  surfaces.  Plus  the  ability 
to  handle  your  cars  full  performance 

capabilities. 

You  can 
get  details  of 
Eagle  GA  avail- 
abiliry  for  your 
car  from  your 
local  Goodyear 
retailer.  (Call 
l-cS()0-CART9y9  tor  the  Goodyear 
retailer  nearest  you.) 

Every  Eagle  GA  Touring  Radial  is 
speed-rated.  And  it  is  available  in  all- 
season  mud  and  snow  versions. 

For  Lexus,  there  was  no  doubt  as  to 
the  best  tire  for  their  $35,000  flagship: 
the  Goodyear  Eagle  GA  Touring  Radial. 

It  is  the  tire  where  luxury  meets 
performance.  And  both  win. 


aOODWYEAR 


E 


over  Stor 


to  mobilize  the  whole  company,"  says 
Robert  N.  Weisshappel,  general  manag- 
er for  the  North  American  subscriber 
division.  The  upshot:  The  poc'cet-slim 
phone  has  just  400  parts,  abor  12%  as 
many  as  Motorola's  first  por'  >'\e  cellu- 
lar phone  in  1978.  And  at  th'  AicroTac's 
state-of-the-art  plant  ii.  Arlington 
Heights,  111.,  those  400  pa-  s  are  assem- 
bled by  robots  and  woiict  .s  in  only  two 
hours,  down  from  the  40  hours  required 
to  build  cellular  phoi.  .-^  in  1985. 

The       MicroTa-  [  

would  never  ha 
happened  if  Motor  .iu 
had  not  been  pre- 
pared to  make  a 
long-term  invest- 
ment, pumping  in 
$100  million  over  10 
years  before  it  saw 
any  return.  While 
that  type  of  invest- 
ment is  standard  for 
Japanese  companies, 
it  took  grit  for  Mo- 
torola. The  company 
is  only  a  fraction  of 
the  size  of  Matsushita  Electric,  with  rev- 
enues of  $42  billion,  and  NEC  Corp.,  at 
$24  billion.  While  these  Goliaths  can  af- 
ford to  wait  patiently  for  long-term  pay- 
offs, "Motorola  is  held  hostage  to  Wall 
Street's  quarterly  earnings  fixation," 
notes  Rudyard  L.  Istvan,  a  senior  vice- 
president  at  Boston  Consulting  Group 
Inc.  So,  says  Galvin,  "we've  learned  to 
put  capital  to  work  faster  and  get  the 
return  much  quicker." 

But  Motorola's  risky  10-year  wait  now 


Motorola  says  its 
1988  sales  of  $750 
million  in  Japan 
would  be  a  whole  lot 
higher  were  it  an 
open  market 


looks  prescient  indeed.  Market  research- 
ers predict  that  in  the  1988-90  period, 
U.  S.  cellular  subscribers  will  have  dou- 
bled, to  4.5  million,  then  will  skyrocket 
to  15  million  by  the  mid-1990s.  Rapid 
growth  is  expected  in  Europe  and  Japan, 
too.  More  important,  each  subscriber  re- 
quires $1,500  in  additional  system  equip- 
ment— a  market  in  which  Motorola  is  a' 
world  leader. 

Of  course.  Motorola's  competitors  are 
hardly  standing  pat.  One  of  the  more 
formidable  threats 
may  come  from  a 
proposed  merger  in- 
volving communica- 
tions units  of  Ericc- 
son  and  General 
Electric  Co.  In  Sep- 
tember, Ericcson  in- 
troduced a  14.8-oz. 
cellular  phone.  Al- 
though it  costs  more 
than  MicroTac  and 
won't  be  sold  outside 
Scandinavia  until 
next  year,  it  could 
give  Motorola  a  run 
for  the  market.  NTT  is  also  hustling  to 
develop  a  smaller  and  lighter  unit. 

With  an  eye  on  customers  who  balk  at 
the  MicroTac's  stiff  price.  Motorola  in 
mid-October  unveiled  a  slightly  heavier, 
16.5-ounce  portable.  But  it  still  is  lighter 
than  most  Japanese  offerings — and  less 
expensive,  at  $1,200.  With  this  product 
lineup.  Motorola  should  grab  507"  of  new 
U.  S.  cellular  phone  sales  by  1990,  says 
Herschel  Shosteck,  president  of  a  Silver 
Spring  (Md.)  consulting  firm. 


Motorola  has  sunk  even  more  into  a- 
pan — $200  million  (excluding  inv(t- 
ments  in  a  joint  chipmaking  vent-e 
with  Toshiba),  and  only  now  is  Nipjm 
Motorola  Ltd.,  a  wholly  owned  subi- 
iary,  finally  earning  its  keep.  And  ilis 
winning  grudging  praise  from  some  Jo- 
anese  customers:  "Motorola  is  not  inf  ii- 
or  to  domestic  suppliers  on  matters  »f 
quality,  price,  or  delivery,"  says  a  pr 
chasing  manager  at  Matsushita's  \f 
plant  near  Osaka.  Yet  total  sales  in 
pan,  from  semiconductors  to  pagers  ; 
cellular  phones,  last  year  ran  a  m^ 
$750  million,  or  7.8%  of  Motorol 
worldwide  revenues. 
TOUGH  SWIM.  That's  barely  a  token 
what  the  company  believes  it  co: 
achieve.  While  the  U.  S.  remains  i 
world's  most  open  marketplace,  Jaj 
continues  to  litter  obstacles  in  the  pr 
of  foreign  makers.  Observes  Clyde 
Prestowitz,  former  trade  counselor  l 
Commerce:  "You  can  be  a  fantas 
swimmer,  but  you  can't  go  too  fast 
you're  swimming  in  wet  cement." 

So  this  American  samurai  isn't  ab(  i 
to  ease  its  hard-nosed  stance — or  alK 
Washington  to  look  the  other  way  I- 
cause  U.  S.  consumers  may  be  reapij 
bargains  from  Japanese  dumping.  TH 
cost  the  U.  S.  its  consumer-electronics  - 
dustry  in  the  1970s.  "Until  we  have  m:- 
ket  shares  in  Japan  comparable  to  thd 
in  the  rest  of  the  world,  I  don't  think  \ 
can  feel  we've  come  close  to  our  goab 
insists  Fisher.  That  goes  for  U.  S.  indi- 
try  as  a  whole,  too. 

By  Lois  Therrien  in  Chicago,  with  /.- 
reau  reports 


WHAT  DREW  CANON  TO  MOTOROLA? 
PASSION,  OF  COURSE 


Ask  around  in  Japan,  and  they'll 
tell  you  that  American  chips 
make  a  poor  showing  because 
U.  S.  engineers  have  forgotten  how  to 
design  for  consumer  products.  Or 
thy  y'll  say  that  American  companies 
can't  match  Japanese  standards  of 
quality  and  customer  service. 

But  that's  not  the  way  that  Canon 
Inc.  tells  it.  At  the  heart  of  Canon's 
best-selling  EOS  35mm  camera  is  a  Mo- 
torola Inc.  microprocessor.  It's  there, 
says  Canon,  because  Motorola  provides 
superior  design  expertise  and  service, 
along  with  equal  quality. 

When  Canon  began  development  of 
the  EOS  single-lens  reflex  in  1983,  No- 
buhiko  Shinoda,  then  a  section  chief 
and  now  assistant  general  manager, 
sought  out  Motorola.  He  had  read  that 


the  U.  S.  chipmaker  had  designed  a 
specialized  microprocessor  for  the 
automotive  market — and  he  hoped  that 
the  chip  could  be  adapt- 
ed for  the  camera.  Un- 
like the  three  Japanese 
manufacturers  that 
Shinoda  had  approached 
earlier,  Motorola  re- 
sponded with  netsui,  or 
passion.  "From  the  first 
time  we  talked,  they  let 
me  know  how  much  we 
mattered  to  them." 
OPENNESS.  Motorola  did 
more  than  simply  tailor 
the  chip  for  Canon.  Its 
engineers  also  invented 
two  other  key  compo- 
nents: the  tiny  switch 


MOTOROLA'S  CHIP  IS  THE  BRAIN 
OF  THE  EOS  CAMERA 


that  transmits  power  between  the  can  i 
era  and  the  lens,  and  the  controller  fn 
the  innovative  motor  that  drives  Can 
on's  autofocusing  system. 

What  really  impressed  Shinoda  wa: 
the  openness  of  senior  Motorola  execu 
tives.  "Several  times,"  he  says,  "r( 
suddenly  need  to  talk  to  the  guy  whc 
makes  decisions  in  Phoenix."  He  invari 
ably  was  put  righ 
through  to  a  vice-presi 
dent.  For  a  mere  sectio; 
chief,  he  adds,  "no  Jap. 
anese  company  wouk 
do  that." 

So  Shinoda  is  sold.  Il 
a  problem  demands 
clever  engineering,  ht 
declares,  "it  will  always 
be  important  to  work 
closely  with  American 
companies,  because' 
they're  the  ones  who, 
will  be  able  to  match 
our  netsui." 

By  Neil  Gross  in  Tokyo 
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At  Georgia-Pacific,  ^    ,  x  \ 

the  winds  offbrtiine  blow  from  many  directions.^^^^  ^  ' 

Success  depends  not  only  on  how  accurately  you  chart  your  course, 
but  also  on  how  well  you  take  advantage  of  changing  elements  along  the  way. 
At  Georgia'Pacific,  this  means  keeping  a  sharp  eye  out  in  every  direction 
for  opportunities.  For  instance,  profits  from  our  building  products 
division  have  always  provided  strong  winds  for  our  sails.  Even  when  new  housing 
starts  are  down,  we  have  sustained  high  profits  by  capitalizing  on  fair  winds  created 
by  the  bustling  home  repair,  remodeling  and  additions  market. 

But  today,  even  stronger  winds  are  blowing  from  the  direction  of  our  pulp  and 
paper  division.  For  the  first  time  in  our  history,  pulp  and  paper  sales  have  churned  up 
well  over  half  of  our  total  operating  profits.  $616  million  in  1988  to  be  precise. 
What  began  as  a  gentle  bree2;e  a  few  years  ago  is  now  a  major  force. 

At  Georgia-Pacific,  weVe  always  ready  to  trim  our  sails  and  capitalizie  on 


'  1989  Georgia-Pacific  Corporation. 
All  rights  reserved. 


favorable  winds  that  generate  more 

Saw>^  Erom  the  ground  143! 


business  and  higher  profits.  GeorgiaF^cific  ^ 


Wiv  vom^  fax  macliiiie  should  be  a 


PRIORITY 


This  is  the  fax  small  business  has  been  waiting  for.  Introducing  Epson' PrioritvFax?"  One  of  the  first  lines  of 
personal  fax  machines  to  offer  office-qualir^-  features  at  a  crulv  affordable  price. 

Features  like  auto  dial  and  redial.  as  fast  as  15-second  transmission  speed.  16-level  grav  scale,  paper  cutter,  up  to 
28-page  memor\  and  more.  Plus  the  best  feature  of  all— Epsons  uncompromising  qualitv.  performance  and  value. 

W  hat  s  more,  if  vou  buv  a  PrioritvFax  and  sign  up  for  MCI  fax  bv  Dec.  31.  vou'll  get  S50     |  ^pg^^^j^ 
cash  from  Ej  >on  and  up  to  SIOO  fax  service  credit  from  MCI.  See  vour  dealer  for  details. 


In  fact,  vou  might  want  to  make  it  a  priorin. 


WHENYOITVEGOTAN  EPSON, 
YOU'VE  GOT  A  LOT  OF  COMPANY. 


C  \9S9  Epson  Amerka.  Inc  Epson  is  a  regisiered  a-ademari  of  Seiko  Epson  Corporanon,  Phonn  Fax 


EfBon  .\nienca.  Inc        Lomita  Bhd_ Torrance, CA  90503. (800)  922-8911. 


MiCONDUCTORS  I 


)OWN  IN  PHOENIX, 
■YERYTHING  IS  CHIP-SHAPE 


'he  Motorola  semiconductor  unit  gets  lots  of  respect  these  days 


It  has  always  been  the  other  Motor- 
ola, the  stepchild  a  half-continent  and 
a  full  mindset  away  from  Motorola 
c.'s  suburban  Chicago  headquarters, 
licago  was  where  people  made  real 
oducts,  like  car  radios  and  walkie-talk- 
s.  Those  slightly  wacky,  entrepreneur- 
I  types  who  made  semiconductors  in 
loenLx  just  supplied  the  components. 
Well,  the  stepchild  has  grown  up,  and 
licago  is  taking  notice.  Motorola's 
jmiconductor  Products  Sector  now 
lis  more  chips  than  any  other  U.  S. 
mpany.  For  the  first  time  ever,  a  semi- 
nductor  manager,  Gary  L.  Tooker,  has 
■en  promoted  to  top  corporate  manage- 
snt.  The  Phoenix  folks  still  have  a  chip 
I  their  shoulder,  though.  When  Tooker 
IS  named  chief  operating  officer,  re- 
11s  one  wag,  the  reaction  in  Arizona 
is:  "Why's  our  guy  only  No.  2?" 
lONT-RUNNER.  Last  year,  when  market 
searcher  Dataquest  Inc.  surveyed  chip 
.rchasers  for  their  assessments  of  ven- 
rs  in  terms  of  products,  price,  quality, 
livery,  and  technical  support,  no  one 
me  close  to  Motorola's  ratings.  "Mo- 
rola  sticks  by  its  customers  with  prod- 
t  lines  that  others  have  long  since  va- 
ted,"  says  Charles  M.  Clough, 
esident  of  Wyle  Laboratories  and  a 
igtime  veteran  of  Motorola's  archri- 
1,  Texas  Instruments  Inc. 
Computer  memory  chips  exemplify 
Dtorola's  commitment  to  its  customers. 


In  1985,  when  Japanese  dumping  of 
DRAMS,  or  dynamic  random-access  mem- 
ory chips,  finally  drove  Motorola  from 
that  business,  "we  made  the  decision  to 
get  back  in  on  the  same  day  we  decided 
to  get  out,"  recalls  James  A.  Norling, 
head  of  chip  operations.  Motorola  rea- 
soned that  because  DR.\Ms  are  the  work- 
horses of  the  whole  electronics  industry, 

it  could  hardly  claim  |  

to  be  a  full-service 
supplier  without 
these  chips. 

Nine  months  later. 
Motorola  was  back 
in — putting  slivers  of 
silicon  from  Japan's 
Toshiba  Corp.  into 
Motorola  packages. 
That  arrangement 
soon  blossomed  into 
a  far-reaching  tech- 
nology-exchange 
agreement:  Toshiba 
would  put  Motorola 
back  in  the  business  of  making  DR.A.MS  in 
exchange  for  Motorola's  crown-jewel  mi- 
croprocessors— a  field  where  the  U.  S. 
retains  a  distinct  advantage  over  Japan. 

Motorola  has  always  vied  for  the  lead- 
ership role  with  microprocessor  pioneer 
Intel  Corp.  But  after  IBM  in  1981  selected 
Intel's  design  for  its  personal  comput- 
ers, other  customers  began  considering 
the  Intel  chip.  So  Motorola  decided  "we 


The  company's 
marriage  with 
deep-pocketed 
Toshiba  is  often 
held  up  as  a  model 
for  U.  S.  chipmakers 


MOTOROIA'S 
CHIPS 

On  top 
in  the  U.S.— 
and  gaining 
in  Japan 


World 
rank,  1988 

U.S. 
rank 

U.S. 
soles 

Millions 

Japanese 
ronk 

Japanese 
sales 

Millions 

1  NK 

8 

$525 

1 

$3,287 

2  TOSHIBA 

4 

968 

2 

2,496 

3  HITACHI 

9 

457 

3 

2,470 

4  MOTOROLA 

1 

1,770 

13 

290* 

5  Tl 

3 

1,186 

10 

599 

*Up  70%  from  1987 

DATA:  DATAQUEST  INC. 

had  to  have  something  much  better," 
says  Murray  A.  Goldman,  senior  vice- 
president  at  the  Microprocessor  Group. 
"We  changed  to  a  leapfrog  stragegy." 
SLOW  START.  It  worked.  Today,  Motoro- 
la's designs  dominate  most  markets 
apart  from  IBM-compatible  PCs.  And 
now,  high-powered  engineering  worksta- 
tions with  Motorola  "engines"  are  slow- 
ly moving  in  on  the  top-end  PC  market. 

Motorola  has  also  staked  a  claim  in 
the  emerging  top-end  microprocessor 
technology  dubbed  RISC,  for  reduced  in- 
struction-set computing.  The  idea  is  to 
boost  processing  speed  by  trimming  the 
number  of  commands  that  a  chip  must 
manipulate.  Motorola  dallied  in  develop- 
ing its  own  RISC  processor — for  what 
many  analysts  worried  was  too  long — 
but  its  chip  is  now  being  shipped.  And 
Alice  Leeper,  a  Dataquest  market  re- 
searcher, is  confi- 
dent that  "Motorola 
will  emerge  as  one 
of  the  standards." 

The  Phoenix  chip- 
maker  is  also  taking 
steps  to  ensure  that 
it  is  on  the  cutting 
edge  of  semiconduc- 
tor manufacturing 
technology.  In  late 
October,  Motorola 
teamed  up  with  IBM 
to  develop  ways  of 
using  X  rays  to 
"print"  the  ultrathin 
circuit  lines  that  will  be  essential  to  21st 
century  superchips. 

With  the  cost  of  world-class  semicon- 
ductor factories  now  $500  million  and 
climbing.  Motorola's  marriage  with  deep- 
pocketed  Toshiba  is  often  held  up  as  a 
model  for  U.  S.  chipmakers.  Observers 
especially  admire  Motorola's  tactic  of 
making  sure  it  gets  as  much  as  it  gives. 
Many  previous  U.  S.-Japan  deals  have 
been  criticized  because  the  U.  S.  compa- 
ny sold  the  store  up  front  and  got  noth- 
ing of  on-going  value  in  return.  But  Mo- 
torola is  doling  out  microprocessor 
technology  only  in  exchange  for  in- 
creased market  share  in  Japan. 

That's  one  reason  why  Motorola  is 
coming  on  strong  in  Japan,  now  the 
world's  biggest  chip  market.  Since  1987, 
its  business  there  has  more  than  dou- 
bled, and  the  future  looks  still  brighter. 
Motorola  will  supply  the  next  generation 
of  engine-control  chips  in  Toyota  cars 
and  a  circuit  to  enhance  picture  quality 
in  Panasonic  video  products. 

So  Motorola's  chipmakers  are  proving 
they  aren't  so  wacky  after  all.  They  can 
drive  bargains  as  hard  as  the  best  of  the 
street  fighters  back  in  Chicago. 

By  Larry  Armstrong  in  Phoenix,  imth 
bureau  reports 
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DOES  INDEX  ARBITRAGE  MAKE  THE  STOCK  MARKET  MORE  VOLATILE?  DEFENDERS  SAY  IT'S  A  SCAPEGOAT  FOR  BROKERAGE  INEPTITUDE 


IS  PROGRAM  TRADING 

THE  TARGET  OF  A  'WITCH-HUNT'? 


i: 


m 

k 


There's  a  rising  clamor  to  ban  it — but  a  more  insidious  practice  is  being  ignored 


If  negative  publicity  could  kill,  pro- 
gram trading  would  be  dead  as  a 
doornail.  Hardly  a  day  goes  by  with- 
out a  major  brokerage  announcing  that 
it  is  curbing  the  practice  or  a  money 
manager  declaring  a  boycott  on  brokers 
that  engage  in  programs.  All  the  old 
arguments  about  program  trading — that 
it  causes  stock  market  volatility  and 
alienates  small  investors — have  been  re- 
vived. And  although  it  has  weathered 
similar  storms  in  the  past,  notably  in  the 
wake  of  Bloody  Monday,  this  time 
around,  computer-driven  trading  seems 
in  for  a  prolonged  siege. 
If  Wall  Street  is  forced  to  permanent- 


ly curtail  program  trading,  either  by 
regulatory  action  or  institutional  muscle, 
it  will  have  no  one  to  blame  but  itself. 
Dominating  this  latest  drive  are  not  the 
New  York  Stock  Exchange — the  center 
of  anti-program-trading  agitation  in 
1987 — or  even  lawmakers  in  Washing- 
ton. Instead,  the  protagonists  are  the 
Street's  biggest  brokerage  houses.  In  a 
rapid-fire  series  of  announcements  that 
began  on  Oct.  26,  institutional  power- 
houses Bear  Stearns,  Kidder  Peabody, 
Morgan  Stanley,  and  Oppenheimer  and 
retail  giants  Merrill  Lynch,  Shearson 
Lehman,  and  PaineWebber — the  first  to 
act — reinstated  limits  on  program  trad- 


ing that  were  widely  established  afte  fj- 
the  crash  and  later,  for  the  most  par  jjj 
quietly  removed.  Meanwhile,  Dean  Wi 
ter  Reynolds  Inc.  sent  a  letter  to  client 
denouncing  programs  and  Goldmai 
Sachs  &  Co.  said  it  would  campaign  f( 
a  curb  on  such  trading. 
MINOR  PLAYER.  By  their  actions,  the  bn, 
kerages  are  sustaining  a  controvers 
that  otherwise  would  have  faded  for  th 
simple  reason  that  program  trading  w£ 
only  a  minor  player  in  the  market  r 
cently.  "I  don't  think  this  issue  is  or 
where  logic  prevails — or  knowledge, 
says  Louis  I.  Margolis,  a  managing  d 
rector  of  Salomon  Brothers  Inc.,  whic 
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IS  not  joined  the  bandwagon.  Laments 
le  prominent  program  trader:  "There's 
1  absolute  witch-hunt  going  on." 
At  issue,  as  in  the  past,  is  the  form  of 
•ogram  trading  called  stock-index  arbi- 
age.  Index  arbs  buy  or  sell  huge 
ocks  of  stock  when  stock-index  futures 
ray  far  from  the  price  of  the  underly- 
g  stocks.  If  futures  are  cheaper  than 
ocks,  index  arbs  profit  from  buying 
itures  and  selling  stocks.  But  that 
dn't  happen  on  Friday  the  13th.  When 
e  market  sank  190  points  late  in  the 
ly,  index  futures  also  dropped  sharply, 
id  the  decline  triggered  a  "circuit 
eaker"  that  halted  trading  for  a  half 
»ur.  That  made  it  impossible  for  trad- 
s  to  engage  in  index  arbitrage,  which 
ight  well  have  stemmed  the  sharp 
iwnturn.  Indeeed,  on  the  following 
onday,  a  rise  in  index-futures  prices 
tually  fueled  buying  of  stock,  revers- 
g  an  early  decline.  For  most  of  this 
:ar,  all  types  of  computer-driven  pro- 
•am  trading  have  widely  fluctuated 
lart),  and  index  arbs  don't  seem  to 
ive  been  unusually  active  since  Oct.  13. 
Ls  a  percentage  of  total  volume,  the 
nount  of  index  arbitrage  has  been 
»thing  special  over  the  past  two 
jeks,"  says  Jeffrey  D.  Miller,  a  part- 
:r  of  Miller  Tabak  Hirsch  &  Co.,  a  firm 
at  pioneered  program  trading. 
INNY  THING.  Proponents  have  long  ar- 
led  that  index  arbitrage  merely  brings 
tures  prices  back  into  line  with  the 
sh  indexes,  albeit  swiftly.  They  com- 
lin  that  brokerages  are  using  program 
iding  as  a  scapegoat  for 
eir  own  failure  to  make  a 
tck.  "I've  never  heard  pro- 
am  trading  criticized  when 
e  market  goes  up,"  ob- 
rves  James  L.  Carder,  pres- 
ent of  Westridge  Capital,  a 
)s  Angeles  money  manager 
at  does  index  arbitrage. 
Such  arguments  don't  wash 
nong  critics  of  program 
iding,  who  have  resuscitat- 
the  argument  that  it  in- 
cases volatility  and  has 
iven  away  small  investors, 
'rogram  trading  has  done  a 
smendous  amount  of  psy- 
ological  damage  to  inves- 
rs  in  the  market,"  says  Ste- 
len  B.  Timbers,  chief 
vestment  officer  for 
emper  Financial  Services, 
emper  announced  Oct.  26 
at  it  would  stop  trading  at 
ur  brokerages  engaged  in 
dex  arbitrage. 
If  major  institutions  follow 
emper's  lead,  brokerages 
ay  drop  index  arbitrage  for 
)od.  So  far,  there  seems  to 
' !  no  great  rush,  although  a 
'  w  small  firms  such  as  Bos- 
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ton's  Keystone  Group  and  Phoenix  Mu- 
tual Life  Insurance  Co.  have  joined  the 
boycott.  Apart  from  the  publicity  value, 
institutions  have  no  compelling  reason  to 
tag  along.  "It  doesn't  seem  like  it  would 
be  a  sensible  thing  to  do,"  says  Robert 
Pozen,  general  counsel  of  Fidelity  In- 
vestments in  Boston. 

Still,  another  lingering  resentment 
seems  to  be  stirring  among  money  man- 
agement firms.  This  involves  a  form  of 
program  trading  that  has  remained  sub- 
merged in  the  current  debate — index 
front-running.  That's  a  technique,  unre- 
lated to  index  arbitrage,  in  which  broker- 
age firms  manipulate  stock  indexes  to 
make  money  in  stock-index  futures.  Be- 
fore placing  a  large  stock  order  for  a 


*  Program  trading 
has  done  a 
tremendous  amount 
of  psychological 
damage  to  investors 
in  the  market' 

STEPHEN  B.  TIMBERS 

Kemper  Financial  Services 


*As  a  percentage  of 
total  volume,  the 
amount  of  index 
arbitrage  has  been 
nothing  special  over 
the  past  two  weeks' 

JEFFREY  D.  MILLER 

MiUer  Tabak  Hirsch  &  Co. 


client  or  itself,  the  brokerage  takes  a 
position  in  the  futures  market  to  profit 
from  the  expected  impact  of  the  trade. 
Such  stratagems  have  been  banned  by 
the  Securities  &  Exchange  Commission 
(BW — Aug.  28)  but  remain  a  source  of 
anxiety.  "We've  heard  from  accounts 
that  the  real  concern  is  front-running. 
When  you  ask  people  what  bothers 
them,  that's  what  they  tell  you,"  ob- 
serves Joanne  M.  Hill,  a  futures  and 
options  analyst  at  Paine  Webber. 
SNEAKY  SUSPICION.  Traders  say  that 
front-running  has  apparently  continued 
in  recent  months  despite  the  SEC  action. 
Some  of  the  recent  same-day  price 
swings — such  as  the  brief  80-point  de- 
cline on  Oct.  24 — might  have  been 
brought  about  by  front-running,  notes 
Jack  Barbanel,  a  principal  at  First  Glob- 
al Asset  Management.  Such  suspicions 
are  widely  held  by  institutional  inves- 
tors. "We  hear  about  it  all  the  time  rela- 
tive to  our  block  trading,"  says  Timbers 
at  Kemper.  "There's  a  general  feeling 
[among  money  managers]  that  front- 
running  is  going  on." 

For  now,  however,  the  regulatory  fo- 
cus is  on  controlling  index  arbitrage  and 
not  on  beefing  up  efforts  to  detect  front- 
running.  Critics  have  advocated  a  vari- 
ety of  steps  that  would  make  life  tough- 
er for  index  arbs.  These  include 
increasing  index-futures  margin  require- 
ments and  reimposing  the  ban  on  use  of 
the  NYSE  automated  order-entry  system 
when  the  market  moves  up  or  down  by 
50  points.  On  Nov.  1,  the  Chicago  Mer- 
cantile Exchange  tightened 
the  circuit  breakers  that  halt 
trading  in  Standard  &  Poor's 
500-stock  index  futures  when 
the  futures  prices  move  vio- 
lently during  a  single  day. 

In  Congress,  a  Senate  bill 
would  tax  short-term  trading 
profits  realized  by  pension- 
fund  managers.  The  chairman 
of  the  House  Telecommunica- 
tions and  Finance  subcommit- 
tee. Representative  Edward 
J.  Markey  (D-Mass.),  plans  to 
introduce  a  measure  that 
would  give  the  SEC  the  power 
to  suspend  program  trading. 
Markey's  proposal  is  backed 
by  NYSE  Chairman  John 
Phelan. 

But  index-arbitrage  restric- 
tions may  cause  more  harm 
then  good  when  a  sell-off  oc- 
curs, as  Oct.  13  demonstrat- 
ed. And  in  a  rising  market, 
they  are  not  needed  at  all.  Af- 
ter all,  when  everybody  is 
making  money,  who  needs  a 
scapegoat? 

By  Gary  Weiss  in  New  York, 
with  David  Greising  in  Chicago 
and  bureau  reports 
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REAL  ESTATE  I 


MITSUBISHI'S  GAMBLE 
ON  A  MANHATTAN  JEWEL 


It's  betting  Rockefeller  Center  will  stand  out  in  a  flat  office  market 


RS 


^ockefeller  Center,  with  its  Art 
Deco  decor,  its  fabled  outdoor 
skating  rink,  and  its  dazzling  Ra- 
dio City  Rockettes,  is  a  Manhattan 
crown  jewel.  Now,  Mitsubishi  Estate 
Co.,  a  part  of  Japan's  powerful  industri- 
al group,  is  paying  $846  million  for  a 
51%  chunk  of  the  19-building  office  com- 
plex's owner — Rockefeller  Group  Inc.,  a 
family  trust  set  up  by  John  D.  Rockefel- 
ler Jr.  in  1934. 

Japan's  gigantic  trade  surplus  has 
made  possible  what  was  unthinkable  in 
his  day.  The  Japanese  are  coming  on 
strong  in  Manhattan,  which  along  with 
Los  Angeles  is  where  they  do  most  of 
their  U.  S.  business.  New  York's  Citicorp 
Center,  for  instance,  went  to  Dai-Ichi 
Mutual  Life  Insurance  in  1987.  Now, 
fearful  of  a  U.  S.  political  backlash,  To- 
kyo discourages  purchases  of  American 
landmarks,  and  Japanese  interests  did 
back  away  from  buying  the  Sears  Tower 
in  Chicago  earlier  this  year.  But  for  Mit- 
subishi, the  offer  to  buy  into  the  legend- 
ary Rockefeller  Center  was  too  alluring 
to  pass  up,  even  at  the  price  of  stirring 
controversy.  And  although  the  Japanese 
media  erupted  with  concern  that  the  deal 
would  bring  out  the  xenophobia  in 
Americans,  initial  reaction  in  the  U.  S. 
was  muted,  more  a  matter  of  wisecracks 
than  of  crackdowns. 
In  any  event,  Mitsubishi  is  invading  a 


market  from  which  the  88  Rockefeller 
descendants  want  to  diversify.  New 
York,  like  many  other  cities,  is  develop- 
ing a  glut  of  vacant  office-rental  space — 
13%  at  midyear,  up  dramatically  from 
1980's  near-capacity  l.57<  (chart). 

The  largest  single  office  market  in  the 
world,  with  237  million  square  feet,  Man- 
hattan is  suffering  from  corporate  move- 
outs  and  other  economic  tribulations. 
The  1987  stock  market  crash  prompted 
many  Wall  Street  houses  to  scrap  ambi- 
tious expansion  plans.  And  J.  C.  Penney 
Co.  vacated  2  million  square  feet  this 


A  GLUT  IN  THE  MAKING? 


VACANCY  RATES 
IN  MANHAHAN 
OFFICE  BUILDINGS 
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year  when  it  decamped  for  Piano,  Tex.  . 
new  neighbor  in  nearby  Irving,  Tex.,  wi 
be  Exxon  Corp.,  which  is  leaving  its  tov 
er,  a  1971  addition  to  Rockefeller  Cente 

Foreign  companies  and  law  firms  ai 
still  leasing  space  in  New  York,  but  nc 
enough  to  take  up  the  slack.  While  8, 
million  square  feet  in  new  space  is  con 
ing  on  line  this  year,  the  total  rented  wi 
grow  by  only  2.5  million,  according  t 
REIS  Reports  Inc.,  a  New  York  real  e; 
tate  research  firm.  True,  new  construi 
tion,  ordered  during  the  mid-1980s  boot 
times,  is  slowing  abruptly:  2.6  millio 
square  feet  are  expected  to  be  read 
next  year  and  1.8  million  in  1991.  Y( 
there's  enough  of  a  glut  to  keep  rent 
flat — the  average  of  $37.20  per  squar 
foot  a  year  is  40(t  below  1987's  peak. 

Newer  buildings  have  an  edge,  in  thj 
they  come  wired  to  handle  the  phantai 
magoria  of  computer  networks,  dat 
links,  and  telecommunications  system 
that  modern  offices  demand.  This  is 
key  reason  that  ad  agencies  N.  W.  Ayt 
and  Ogilvy  &  Mather  and  the  Cravatl 
Swaine  &  Moore  law  firm  have  chose 
Worldwide  Plaza.  Partly  owned  by  J; 
pan's  Kumagai  Gumi  Co.,  it  is  one 
several  state-of-the-art  office  towers  ri; 
ing  out  of  the  scruffiness  to  the  west  c 
Rockefeller  Center.  "The  Midtown  Wes 
phenomenon  is  bound  to  erode  the  con 
petitive  position  of  Rockefeller  Center 
says  REIS  President  Lloyd  Lynford. 
CLASS  WILL  TELL.  Mitsubishi,  though, 
gambling  that  Rockefeller  Center's  c. 
chet  will  hold  its  tenant  base.  Its  vacai 
cy  rate  is  a  mere  2%,  and  such  prim 
tenants  as  Time  Warner  and  Celanes 
are  inclined  to  stay.  Last  year,  NBC  In^ 
got  a  package  of  tax  breaks  from  th 
city  that  persuaded  it  to  renew  its  leaS' 
On  a  broader  scale,  experts  predict  th; 
the  Manhattan  market  will  rebound  as 
did  after  the  mid-1970s  fiscal  crisi 
when  vacancies  hit  15%.  Then,  savvy  ii 
vestors  such  as  Donald  J.  Trump  an 
Canada's  Reichmanns  sensed  that  th 
troubles  of  a  world-class  city  such 
New  York  were  temporary. 

On  closer  inspection,  however,  tl 
Rockefeller  Group  deal  looks  less  like 
triumph  for  Mitsubishi.  Already  in  plac 
poised  to  dilute  Mitsubishi's  dominanc 
is  an  American  real  estate  investmei 
trust.  Rockefeller  Center  Properties.  TI 
REIT  bought  a  $1.3  billion  mortgage 
1985  on  most  of  the  center's  building 
and  has  the  option  of  converting  it 
71.5%  ownership  in  the  year  2000.  But 
a  long-term  player  like  Mitsubishi,  that 
no  deterrent.  In  a  Big  Apple  who 
prime  property  values  are  bound  to  ri 
en  in  the  decades  ahead,  a  minority  sli( 
is  better  than  none  at  all. 

By  Larry  Light  in  New  York,  with  Ti 
Ho/den  in  Tokyo 
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We  couM  make  cars  like 
everybody  else.  But  vievfonl* 


Saabs  are  based  on 
the  simple  concept  that 
one  car  should  do  every- 
thing well. 

This  astonishing 
breakthrough  in  logic  is 
what  makes  Saab  differ- 
ent from  other  carmakers 
and  Saab  buyers  different 
from  other  car  buyers. 

We  could  make  a  line 
of  "sporty"  cars  or  wagons. 
But  we  won't. 

Instead,  we  make  high 


performance  available  in 
packages  that  accommo- 
date real  people  with 
real  baggage  for  real  dis- 
tances in  real  comfort. 

We  could  make  a 
"safety"  car  that  offers  little 
beyond  bricklike  construc- 
tion (not  to  mention  brick- 
like performance  and 
handling).  But  we  don't. 

Instead,  every  perfor- 
mance Saab  is  a  "safety" 
Saab,  since  all  1990  Saabs 


feature  roll-cage  construc- 
tion, anti-lock  brakes  and 
driver's  airbag  as  standard 
equipment,  plus  a  new  Road- 
side Assistance  Program. 

We  could  make  our  cars 
with  prices  that  shout  "status" 
We  won't  do  that  either. 

For  about  $32,500,* 
the  9000  Turbo  pictured 
here  outperforms  and  out- 
handles  European  sedans 
costing  far  more.  (Saabs 
are  intelligently  priced 


from  $16,995  to  $32,995.) 

We  could  do  any  number 
of  things  other  car  compa- 
nies do  to  obsolete  their 
cars  with  styling,  dazzle  you 
with  pointless  technology, 
or  impress  you 
with  imagery. 

We  don't. 
We  haven't, 
And  we  never 
will. 

The  most  intelligent 
cars  ever  built. 


•MSRP:  $32,495  excluding  taxes,  license,  freight,  dealer  charges  and  options  Prices  subject  to  change  '9  1989  Saab-Scania  of  America 
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MUTUAL  FUNDS I 


MUSICAL  CHAIRS 
IN  MUTUAL  FUNDS 


Nearly  200  funds  have  changed  hands  in  18  months 


uoyed  by  robust  stock  and  bond 
markets,  investors  in  mutual 
funds  are  having  a  year  of  solid 
gains.  So  it's  a  great  time  to  be  running 
a  mutual  fund,  right?  Not  quite.  Two 
years  after  the  crash,  the  shakeout  is 
still  going  strong.  And  some  investors 
may  share  in  the  pain  of  contraction  as 
they  find  fees  raised  and  strangers  man- 
aging their  money. 

The  public  continues  to  shy  away 
from  stocks  in  any  way,  shape,  or 
form.  Up  to  the  1987  crash,  inflows 
of  investor  funds  swelled  mutual 
fund  assets  from  $283  billion  in 
1984  to  nearly  $600  billion,  but 
since  then  their  growth  has  been 
meager.  Funds  had  been  springing 
up  overnight,  lured  by  the  prospect 
of  a  seemingly  endless  stream  of 
new  investment  and  25%  operating 
margins.  But  fat  margins  don't  do 
much  for  profits  unless  there's 
more  money  to  manage.  Says  A. 
Michael  Lipper  of  Lipper  Analytical 
Securities  Inc.:  "People  are  finding 
it  tougher  to  make  money  than 
they  thought." 

RUDE  AWAKENING.  Without  the 
balm  of  new  money  flowing  into 
funds,  advisers  must  rely  on  exist- 
ing shareholders  for  management- 
fee  revenue.  That's  spurring  them 
to  consolidate  smaller  funds  or  sell 
out  to  larger  ones,  where  expenses 
can  be  spread  over  more  sharehold- 
ers. Even  the  minimum  cost  of 
$65,000  or  so  for  annual  audits, 
shareholder  reports,  and  trustee 
fees  can  chop  returns  when  a  fund 
has  few  investors.  In  the  past  18 
months,  nearly  200  mutual  funds 
have  changed  hands  (table),  with 
most  of  the  activity  coming  from 
large  fund  families  such  as  Feder- 
ated Investors.  And  the  pace  shows 
no  sign  of  slowing. 

For  fund  investors,  the  trend  can 
be  of  more  than  academic  interest. 
Shareholders  of  Greenway  Fund, 
for  example,  had  an  unpleasant 
surprise  in  June,  1988,  when  its 
owner.  Provident  Mutual  Insurance 
Co.,  consolidated  the  fund  into  Pro- 
vident's  Sigma  group.  Greenway 
was  renamed  Sigma  Value  Fund, 


and  the  new  managers  hiked  the  fund 
expenses  to  2.3%  from  1.9%.  Also,  Sigma 
boosted  the  front-end  load  from  4.75%  to 
6%  on  all  sales,  including  those  pur- 
chased through  automatic  reinvesting  of 
dividends.  Of  course,  fund  management 
companies  have  to  obtain  shareholder 
approval  before  they  transfer  their  du- 
ties to  another  organization.  But  fund 
managers  acknowledge  that  sharehold- 


SOME  MUTUAL  FUND  FAMILIES 
THAT  HAVE  NEW  PARENTS 


Fund          Number  of 
family  funds 

Seller 

Acquirer    Mutuol  fund 
assets 

Billions 

FEDERATED 

60 

Aetna 

Management 

$35.6 

KEYSTONE 

34 

Travelers 

Management 

9.5 

DELAWARE  MGT. 

16 

Management 

Legend  Capital 

4.9 

J&W  SELIGMAN 

33 

Management 

Directors 

4.5 

CRITERION 

24 

Criterion 

Transamerica 

2.2 

PILGRIM  MGT. 

10 

Shearson 

Management 

1.0 

DREXEL 

14 

Drexel 

Zweig/Glaser 

1.0 

*As  of  various  acquisition  dales  since  June,  1988 

DATA:  UPPER  ANALYTICAL  SECURITIES 


ers  often  don't  know  what  they  are  v 
ing  for. 

Fortunately  for  investors,  expense 
tios  probably  drop  more  often  than  tl 
rise  in  fund  mergers,  thanks  to  eco 
mies  of  scale.  That  was  the  case  at  I 
erty  Fund,  a  high-yield  bond  fund  on 
nally  managed  by  Neuberger  &  Berm; 
Expenses  had  been  running  at  a  punit 
2%>  of  the  $10  million  in  assets,  wh 
held  down  yields  and  repelled  new  sha 
holders.  Figuring  that  a  bigger  fu 
would  cut  costs,  Neuberger  &  Bern 
in  February  merged  Liberty  into  the  $ 
billion  T.  Rowe  Price  High  Yield  Fu: 
whose  expense  ratio  is  0.95%. 

Fees  aren't  the  only  thing  that  ( 
change  in  the  mix.  When  fund  assets ! 
shuffled,  investors  can  wind  up  with 
adviser  with  a  different  managem( 
style.  For  example,  prominent  marl 
forecaster  Martin  Zweig  took  o\ 
Drexel  Burnham  Lambert  Ini 
five  equity  funds  in  September, 
ter  the  brokerage  sold  its  retail 
erations  to  Smith  Barney,  Har 
Upham  &  Co.  Shareholders  in  1 
funds  will  have  to  get  used  to  1 
swinging  Zweig  style:  He  plans 
apply  to  those  funds  his  mark 
timing  strategy  of  moving  in  a 
out  of  industry  sectors.  That  mi^ 
not  sit  well  with  investors  w 
bought  their  shares  from  Dre: 
expecting  to  benefit  from  the  b 
kerage's  stock-picking  expertise. 
SHRINKING  POOL.  Zweig's  purchc 
highlights  obstacles  faced  by  rrn 
ey  managers  in  the  postcrash  en 
ronment.  The  sale  by  Drexel,  alo 
with  the  firm's  bad  press,  provok 
a  flood  of  redemption  requests,  a 
the  pool  of  $2.8  billion  in  assi 
shrunk  to  $1  billion  in  just  fc 
months,  says  Zweig.  "We  wf 
buying  distressed  merchandise," 
notes.  To  help  mollify  investo 
he's  slashing  the  marketing  1 
from  1%  to  0.3%. 

Right  now,  conditions  look  ri 
for  fund-swapping  to  speed  alor 
Even  though  many  managers 
smaller  funds  are  ready  to  throw 
the  towel,  there  are  lots  of  eag 
buyers.  The  New  England,  for  ( 
ample,  was  willing  to  outbid  th) 
others  for  ITB  funds,  formerly  m; 
aged  by  Moseley  Securities  Coi 
even  though  the  group  was  not 
pected  to  show  a  profit  for  seve 
years.  Buyers  of  fund  compan 
explain  their  appetite  by  liken] 
assets  to  oil:  It's  still  cheaper 
buy  someone  else's  crude  than 
prospect  for  it.  And  most  invest 
still  don't  seem  to  care  whose  v 
their  shares  are  coming  from. 

By  Laura  Jereski  in  B 
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$7,700,000,000*J  ^J^aM 

(You  read  this  magazine  and  you  never  lieard  of  Sunlcyong, 
a  $7.7-blon  business  witli  20,000  employees  in  36  countries?) 


That's  probably  because  you 
don't  see  our  name  on  cars  or  TVs. 
Although  we  are  a  world-class  pro- 
ducer of  ever)'thing  from  petroleum 
and  chemicals  to  fiber,  film  and  video 
tape.  And  we  are  in  the  top  100  on 
the  Fortune  International  500  list. 


Sunkyong  is  one  of  the  leading 
business  groups  in  Korea,  built  on 
advanced  technology  dedicated  to 
the  celebrated  Korean  work  ethic  and 
guided  by  the  best  modern  manage- 
ment techniques. 

We  aim  to  invest  in  America  by 
becoming  a  partner  with  American 


companies.  Helping  to  create  more 
jobs  for  Americans  and  exports  from 
the  U.S. 

Please  direct  all  inquiries  to 
Sunk)'ong  Group  Department  1-4,  PO. 
Box  1544,  New  York,  N.Y.  10116. 
Phone:  1-800-289-2213. 


^lipikVwHv 

Grow  With  Us. 


Headquarters:  Seoul,  Korea. 

Offices  Located  Around  The  World.  U.S.  Offices:  Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York 

"  Billion  In  Sales:  Integrated  Energy,  Chemicals,  Trading,  Synthetic  Fibers,  Polyester  Film.  Magnetic  Tapes  And  Discs 


BY  JEFFREY  M.  LADERMAN 

EAGLE-PICHER 
IS  STRONGER 
THAN  IT  lOOKS 


Ei 


lagle-Picher  Industries  made  as- 
bestos for  38  years,  ending  in 
11971,  but  that  business  brought 
in  total  revenues  of  only  about  $20  mil- 
lion. Yet  by  yearend,  the  Cincinnati- 
based  manufacturer  will  have  paid  out 
more  than  $520  million  to  settle  claims 
from  workers  exposed  to  its  asbestos 
products — and  has  an  additional  $500 
million  in  reserve.  The  stock,  which 
sold  in  the  mid-teens  for  the  first  half 
of  1989,  has  been  sliding  since  early 
summer  and  is  now  at  8%.  But  ana- 
lysts Mel  Schmidt  of  Oppenheimer  and 
Gerald  May  of  PaineWebber  think  the 
stock  could  double  within  a  year. 

Nobody  pooh-poohs  the  risk  of  as- 
bestos claims.  Indeed,  without  such  li- 
abilities, Eagle-Picher,  which  is  expect- 
ed to  earn  about  $3.50  a  share  this 
year,  would  be  in  the  40s.  But  the  com- 
pany's payouts  appear  to  be  winding 
down.  In  the  nine  months  that  ended  in 
August,  the  average  per-case  settle- 
ment was  $7,600,  vs.  $10,300  for  the 
same  period  in  1988  and  $11,600  in 
1987.  The  rate  of  new  claims  filed  has 
been  declining,  too. 

"Why  the  stock  is  down  is  a  mystery 
to  me,"  says  James  Knauf,  president 
of  Norstar  Investment  Advisory  Ser- 
vices, which  holds  about  340,000 
shares.  "We  can't  find  any  new  infor- 
mation that  we  didn't  have  when  the 
stock  sold  at  13  or  15."  He  speculates 
that  yearend  tax-related  selling  might 
be  putting  pressure  on  the  stock. 
AUTO  DRAG.  "Every  time  there's  news 
on  Manville,  Eagle  gets  beaten  up," 
says  Anthony  Marchese  of  Weatherly 
Capital.  The  Manville  trust — which 
holds  80%  of  the  postbankruptcy  Man- 
ville stock  in  order  to  pay  asbestos 
claims — is  running  low  on  cash.  But 
Eagle-Picher  is  no  Manville.  Eagle's 
share  of  the  market  was  only  about 
1%,  and  its  products  wei'en't  generally 
used  in  public  buildings,  so  the  damage 
suits  that  school  districts  are  slapping 
on  asbestos  makers  shouldn't  be  a 
problem. 

Both  Schmidt  and  May  concede  that 
third-quarter  earnings  were  disappoint- 
ing, but  they  say  profits  for  the  Nov. 
30  quarter  still  look  good.  About  40% 
of  Eagle-Picher's  $730  million  in  sales 
comes  from  the  automotive  industry, 
and  the  prospects  of  an  auto  slump 


THE  SIIDE 
IN  EAGLE-PICHER 
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DATA:  8RIDGE  INFORMATION  SYSTEMS  INC, 


may  be  weighing  on  the  stock  price. 
But  the  company  is  diversified.  About 
35%  of  sales  are  from  machinery,  with 
25%  from  general  industrial  products. 

Eagle-Picher  has  been  paying  claims 
out  of  cash  as  they  are  settled.  So  far, 
cash  flow  from  operations  and  asset 
sales  has  sufficed.  But  there  are  wor- 
ries about  where  the  money  will  come 
from  if  business  drops  off  or  if  asset 
sales  don't  fetch  enough  cash.  To 
Schmidt  and  May,  such  concerns  are 
what  make  the  stock  so  cheap — and 
potentially  so  rewarding. 


A  NEW  BERKSHIRE 
HATHAWAY? 


For  $8,100,  you  can  buy  one  share 
of  Berkshire  Hathaway,  the  hold- 
ing company  and  investment  vehi- 
cle of  superinvestor  Warren  Buffett. 
For  just  a  little  more — only  $8,500 — 
you  can  corral  1,000  shares  of  Big 
Board-listed  Stoneridge  Resources, 
which  one  analyst  calls  "a  Berkshire 
Hathaway  in  the  making." 

Like  Berkshire  Hathaway,  Stone- 
ridge holds  equity  stakes  in  several 
publicly  traded  companies,  including 
51%  of  Orange-co.,  a  major  producer 
and  processor  of  citrus  products;  29% 
of  Radice,  a  developer;  26.8%-  of  Major 
Realty,  a  Florida  landowner;  and  12.7%' 
of  Chock  Full  0'  Nuts.  Stoneridge 
Chairman  Randon  Samelson  serves  as 
Orange-co. 's  chairman  and  effectively 
controls  Major  Realty.  Those  stakes 
alone  are  worth  the  price  of  a  share. 

And  there's  more.  Stoneridge  has 
10.3%  of  Acceptance  Insurance  Hold- 
ings, an  Omaha-based  specialty  proper- 
ty and  casualty  insurer,  and  a  pact  to 
acquire  the  balance  in  January.  Steven 


DiMaggio,  an  analyst  at  Detroit-based 
Roney  &  Co.,  says  the  insurer's  cash 
flow  will  give  cash-starved  Stoneridge 
the  means  to  build  operations,  much  in 
the  way  Buffett  used  Geico  to  build  his 
empire.  "Until  now,  Samelson  had  a 
big  canvas  but  nothing  to  paint  with," 
says  DiMaggio,  who  puts  the  compa- 
ny's private-market  value  at  $17. 

If  Samelson  can  build  the  company's 
value,  shareholders — not  top  manage- 
ment— will  profit.  Samelson,  whose  pri- 
vately held  Summit  Resources  owns 
36%  of  Stoneridge,  takes  only  $1  a  year 
in  salary.  Stoneridge  has  also  been  par- 
ing debt  by  raising  equity  through 
rights  offerings,  a  little-used  financing 
technique  in  which  existing  sharehold- 
ers get  the  opportunity  to  buy  new 
shares  in  order  to  maintain  the  propor- 
tion of  their  ownership  of  the  company. 

Samelson  has  also  attracted  smart 
money  from  abroad.  Instoria,  an  in- 
vestment vehicle  for  Sweden's  Wallen- 
berg family,  owns  about  a  4.6%  stake. 


THIS  ZAYRE  SPINOFF 
COULD  SPIN  GOLD 


It's  not  surprising  that  Waban  is  un- 
known on  Wall  Street.  In  its  pres- 
ent form,  the  company  is  only  four 
months  old.  The  specialty  retailer  was 
spun  off  to  shareholders  of  Zayre 
when  that  company  reorganized.  The 
stock  debuted  on  the  New  York  Stock 
Exchange  at  around  18,  ran  up  to  20, 
and  now  sells  for  14%.  Analyst  Barry 
Rothberg  of  Mabon,  Nugent  thinks  the 
stock  will  climb  to  25  within  a  year. 

Waban  has  two  businesses:  Home- 
Club  discount  honrie-improvement 
stores,  and  BJ's  Wholesale  Club,  a 
chain  of  membership  warehouse  out- 
lets. Both  businesses  are  growing  fast, 
but  they  face  stiff  competition  from 
established  leaders  like  Home  Depot 
and  Price  Club.  Will  Danoff,  portfolio 
manager  of  Fidelity  Select  Retailing 
fund,  says  Waban  can  meet  the  chal- 
lenge. "They're  decent  operators,  and 
their  concept  is  good,"  says  Danoff. 
"Plus,  the  market  for  these  stores  is  so 
large  that  they'll  do  fine." 

Waban 's  balance  sheet  is  impressive. 
Its  debt-to-capital  ratio  is  a  trim  11%, 
which  gives  Waban  the  means  to  pur- 
sue aggressive  expansion  plans.  Roth- 
berg estimates  that  earnings  will  reach 
$1.50  a  share  in  1990,  up  from  an  esti- 
mated $1.10  for  1989,  and  that  30% 
profit  growth  will  continue  for  several 
years.  "If  you  can  buy  30%  growth  at  a 
p-e  ratio  of  10,"  says  Rothberg,  "it's  a 
very  attractive  opportunity." 
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AM5f?ICA'^  MeXT  tiOStAGB  CRISIS  ? 


According  to  the  latest  figures^ 
America  is  now  importing  al- 
most 50  percent  of  all  the  oil  we 
use.  If  our  oil  imports  continue 
to  rise^  another  energy  crisis 
could  be  triggered^  one  that 
could  hold  America's  economy 
hostage  again. 

But  the  more  we  use  nuclear 
energy  instead  of  imported  oil, 
to  generate  electricity  the  less 
we  have  to  depend  on  foreign 
nations. 


Our  112  nuclear  electric  plants 
already  have  cut  foreign  oil 
dependence  by  4  billion  barrels 
since  the  oil  embargo  of  1973, 
saving  us  more  than  $115  billion 
in  foreign  oil  payments. 

But  112  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

We  can  help  keep  America 
from  being  held  hostage  and 
maintain  our  energy  indepen- 


dence by  relying  more  on  our 
own  resources^  lil<e  nuclear  energy 
For  a  free  booklet  on  nuclear 
energy  write  to  the 
U.S.  Council  for 
Energy  Awareness^ 
P.O.  Box  66103, 
Dept.  RF26, 
Washington, 
D.C.  20035. 


U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 


©1989  USCEA 
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off ice,weVe  changed  how  you  work  in  it. 


Our  PCs  are  being  seen  in 
lore  and  more  offices. 

They're  also  being  seen  out  of 
lore  and  more  offices. 

That's  because  not  only  can 
ur  machines  do  anything  a  desktop 
an  do,  they  can  do  it  just  about 
nywhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  TSlOOe,  the 
enhanced  successor  to  our  award 


winning  T31()0/20.  And,  finally 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  ai"e  capable  of  being  inte- 
gi'ated  in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 

lushiba  Amenca  Inlbniiatujii  Systems,  bic.  Oimputer  Systems  Uivisiun 


LAW  FIRMS 


LAWYER  CHRISTENSEN:  "SOMETIMES  WE  HAVE  TO  GET  IN  THE  OTHER  GUY'S  FACE" 


HOLLYWOOD'S  HOTTEST 
HIRED  GUH 


Why  Terry  Christensen  was  tapped  for  the  Sony-Columbia  deal 


It  was  Sunday  morning,  Sept.  24,  and 
Terry  N.  Christensen  was  at  home  in 
Beverly  Hills  with  his  wife,  Susan, 
and  15-month-old  son,  Jonathan.  The 
lawyer  had  just  helped  financier  Kirk 
Kerkorian  strike  a  short-lived,  $1.5  bil- 
lion deal  to  sell  his  debt-laden  mgm/ua 
Communications  Co.  to  Australian  Chris- 
topher C.  Skase.  Then  the  phone  rang.  It 
was  film  producer  Peter  Guber  explain- 
ing that  Sony  Corp.  was  buying  Colum- 
bia Pictures  Entertainment  Inc.  and 
wanted  (Juber  to  run  it.  By  Tuesday, 
Christensen  was  in  New  York  negotiat- 
ing contracts  for  Guber  and  partner  Jon 
Peters  along  with  Sony's  $200  million 
buyout  of  their  production  company. 
"Two  of  the  biggest  deals  this  town  has 
going  this  year,"  Christensen  says. 
"That's  not  doing  !>adly,  is  it?" 

In  fact,  Christ'-nsen's  connections 
have  made  him  one  of  Tinseltown's  hot- 
test hired  guns.  Bare'y  19  months  after 
openip.g  its  doors,  his  .>0-lawyer  firm — 
Christensen,  White,  Miller,  Fink  &  Ja- 
cobs— has  an  enviable  list  of  clients,  in- 
cluding Cai.ital  Cities/ABC  Inc.  and  take- 
over artists  Saul  P.  Steinberg  and  Burt 
Sugarman.  As  the  firm's  top  dealmaker 
and  strategist,  Christensen  has  ruffled 


lots  of  feathers.  "Sometimes,"  he  says, 
"we  have  to  get  in  the  other  guy's  face." 

The  latest  target  is  Warner  Communi- 
cations Inc.  The  studio,  which  in  March 
signed  Guber  and  Peters  to  a  five-year 
contract,  sued  to  stop  the  Batman  pro- 
ducers from  jumping  to  Columbia  and 
claimed  $1  billion  in  damages.  Christen- 
sen's  countersuit  alleged  that  Warner 
had  told  the  producers  they  could  leave 
to  run  their  own  studio.  On  Nov.  1, 
Warner  and  Sony  neared  a  settlement 
under  which  Warner  would  free  the  jiro- 
ducers  in  return  for  some  Sony  assets. 
RILING  THE  BAR.  That  was  a  quick  recov- 
ery for  Christensen.  He  had  convinced 
Sony  that  Guber  and  Peters  could  be 
gotten  without  breaking  their  contract. 
When  Warner  sued,  Christensen  prompt- 
ed a  public  relations  war  that  led  to  a 
flurry  of  affidavits  charging  lies  and  de- 
ception on  both  sides — almost  assuring  a 
settlement.  Says  Christensen:  "Is 
Warner  really  going  to  give  my  clients 
millions  to  make  movies  after  what's 
been  said  on  both  sides?" 

Christensen,  48,  owes  much  of  his 
sway  to  his  20-year  association  with  Ker- 
korian. First  as  a  lawyer  and  then  as 
head  of  Kerkorian's  Tracinda  Corp.  hold- 


ing company,  he  helped  the  financie: 
buy  two  studios  and  three  casinos  am 
launch  the  all-frills  MGM  Grand  Air  Inc 
In  1987,  the  duo  came  close  to  buyinj 
Pan  American  World  Airways  Inc. 

Christensen  riled  the  Los  Angeles  ba 
last  year  when  he  left  Tracinda  to  returi 
to  law  practice.  His  old  firm,  Wyman 
Bautzer,  Christensen,  Kuchel  &  Silbert 
blocked  his  return  after  he  insisted  oi 
running  it.  So  he  lured  away  12  part 
ners,  including  trial  lawyers  Skip  Mille 
and  Andrew  M.  White.  Christensen  als' 
took  Kerkorian,  Wyman  Bautzer's  majo 
client.  The  firms  are  fighting  over  $i 
million  that  the  departed  partners  clain 
they  are  owed — even  though  Howan 
Weitzman,  Wyman  Bautzer's  managinj 
partner,  says  the  brawl  "could  havi 
been  solved  in  an  amicable  manner." 
'VERY  TOUGK.'  That  dispute  shows  Chris 
tensen's  brand  of  bare-knuckle  lawyer 
ing.  A  onetime  Marine,  he  trained  fo 
the  infantry  before  being  shifted  to  th 
legal  corps.  His  firm  is  gung-ho,  too.  It 
opponents  claim  that  it  routinely  flout 
such  common  legal  courtesies  as  r€ 
scheduling  hearings.  Christensen  call 
such  tactics  "rare."  But  Walt  Disney  Cc 
General  Counsel  Joseph  Shapiro  says 
"They  can  be  very  tough  to  deal  with. 
Disney  is  fighting  an  attempt  to  inval 
date  a  1985  license  to  use  mgm's  name, 

Christensen's  firm  sued  Skase  in  Octc 
ber,  when  the  Aussie  dropped  his  bid  t 
buy  the  studio.  MGM/UA  wants  the  $5 
million  he  pledged  in  the  deal,  plus  ur 
specified  damages  for  allegedly  stoppin; 
the  studio  from  being  sold  to  Ruper 
Murdoch.  Skase  is  preparing  a  responst  k: 

Christensen  won't  say  how  much  hi  "t 
firm  will  bill  this  year.  But  other  L.  i» 
lawyers  think  it  will  be  more  than  $2  I 
million.  Christensen  has  negotiated  Kei 
korian's  purchase  of  216  acres  in  La 
Vegas  for  $111  million.  And  the  Skas 
bid  brought  the  firm  $2.5  million,  says 
studio  proxy — even  though  Christense 
failed  to  uncover  the  financial  problem 
that  would  force  Skase  to  withdraw. 

The  job  now  is  to  expand  beyond  Kei 
korian.  Already,  Christensen  has  line|| 
up  other  big-name  clients  such  as  WeM 
Coast  banking  powers  Security  PacifS 
and  Wells  Fargo;  Kaufman  &  BroacB 
California's  largest  homebuilder;  and  I 
Palmdale  (Calif.)  development  projec  r 
headed  by  former  Lorimar  Telepicture  ; 
Chairman  Merv  Adelson.  "I've  alway  i 
thought  Terry  Christensen  is  the  bes  • 
kept  secret  in  the  U.  S.,"  says  Burt  Si  ^ 
garman,  who  tapped  him  to  represer 
his  Giant  Group  Ltd.  empire  of  cemer  ■ 
companies  and  fast-food  restaurant; 
But  Christensen  isn't  a  secret  anymon  ]' 
Just  ask  Vv'^arner  Communications. 

By  Ronald  Grover  in  Los  AngeU 
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LEGAL  AFFA 


ON  NOVEMBER  15th 
APLANTHATS 

BEEN  YEARS 
IN  THE  MAKING 
GETS  OFF 


When  we  began  as  a  midvvestern  airline  ten  years  ago,  we  never 
intended  to  stay  that  way.  From  the  beginning,  we  planned  for 
the  day  when  Midway  Airlines"  would  become  a  national  airline, 
flying  all  over  the  count  ly,  and  offering  air  travelers  the  best  seiA  ice 
and  value  in  the  skies. 

On  Nov.  15,  we'll  take  a  giant  step  toward  making  this  plan  a 
reality.  Because  that's  the  day  Philadelphia  will  become  our  new 
home  away  from  home. 
TWO  HUBS  TO  SERVE  YOU  BETTER. 

Philadelphia  may  be  our  second  hub  but  it  won't  be  second  in  any 


other  way.  ( )ver  the  next  six  months,  we'll  be  opening  new  route- 
and  adding  more  flights  on  a  regular  basis  until  we're  serving 
more  than  (iO  cities  from  Philadelphia  and  Chicago,  and  flying 
cl( )se  to  ()()()  times  a  day. 

If  you  haven't  flown  with  us  before,  we  hop(>  that  our  increased 
service  will  inspire  you  to  give  us  a  try. 

Forfliglit  infomiation  and  reservations,  call  us  at  1  800- 
621-5700  or  call  your  travel  agent.  We're  eager  to  show  you  an 
airline  with  lots  of  lofty  ideas  and  both  feet  planted  firmly  on 
the  ground. 


5  Midway  Airlines.  1989 


MidwayAirlines 


Our  one  million-pixel  display 
enables  engineers  to  redefine 
automotive  excellence.     .  ■ 


It5  screen  is  21  feet  wdde.  And  with  one  million 
pixels,  resolution  and  brightness  are  at  levels  never 
before  attained. 

But  high-definition  rear-projection  displays 
represent  more  than  a  quantum  leap  in  picture 
quality.  For  the  applications  of  this  technolog)'  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 


ferencing. In  traffic  control.  In  power  stations.  I 
CAD/CAM  systems.  In  medical  diagnosis  syst( 

And  Hitachi  is  at  the  forefront  of  this  comn 
cation  revolution.  Building  displays  of  every  si: 
Every  shape.  Meeting  even,'  need. 

This,  of  course,  should  come  as  no  surpris 
Because  Hitachi  isn't  just  an  electronics  compa 
Or  a  computer  compan\'.  Or  a  household  appli 
company. 


c-  1989  Hitachi.  Ltd  All  nghts  reserved      Picture  simulated 


Our  115,200-pixel,  5"  liquid  crystal 
color  TV  is  a  clear  standout,  too. 


Some  of  our  biggest  ideas  are  incredibly  small. 


/e're  a  US$48  billion  international  corpora- 
Our  20,000  products  include  telecommunica- 
equipment.  Construction  machinery.  Rail 
)ortation.  Everything  from  vacuum  cleaners 
A^er  plants. 

icluding  consumer  electronics.  Such  as  you 
ire  in  our  115,200-pixel,  5"  liquid  crystal 
television.  It's  super  clear  And  it,  too,  is 
ed  with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

♦US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989  US$1  =  ¥132. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


merits  to  Watc 


EDITED  BY  EMILY  T.  SMITH 

COMING  SOON:  SUNBLOCK 
FOR  YOUR  EYES  ONLY 


!o  to  the  local  phar- 
'macy,  and  you'll 
probably  find  10  differ- 
ent types  of  sunscreen 
to  protect  skin  from  sun 
damage.  But  the  eyes 
are  equally  vulnerable. 
The  sun  can  burn  the 
cornea  just  like  the  skin, 
and  long-term  exposure 
to  sunlight  can  cause 
cataracts. 

Until  recently,  sun- 
glasses offered  the  only 
protection  from  ultravio- 
let rays.  Now,  a  Secaucus  (N.J.)  ophthalmologist  has  devel- 
oped drops  that  act  as  a  sunblock  for  the  eyes.  Dr.  Neville 
Baron  stumbled  on  the  idea  while  using  ultraviolet  light-ab- 
sorbing chemicals  to  protect  the  eyes  of  patients  undergoing 
laser  surgery.  He  reasoned  that  the  clear  eyedrops  would  also 
absorb  UV  light  from  the  sun.  He  found  that  the  drops  block 
98%  of  UV  light  for  up  to  four  hours.  The  eyedrops,  now  being 
tested  at  the  University  of  Southern  California's  Doheny  Eye 
Institute,  could  be  in  drugstores  in  two  years. 


AND  THE  WINNERS 

OF  THE  BALDRIGE  AWARD  ARE 


Quality  gurus  such  as  J.  M.  Juran  and  W.  Edwards  Dem- 
ing  are  practically  worshiped  in  Japan,  where  the  most 
coveted  industrial  award  is  the  Deming  Prize.  Because  U.  S. 
industry  has  paid  such  a  painful  price  in  lost  market  share  for 
neglecting  quality,  Congress  decided  to  spur  attention  to  quali- 
ty by  establishing  an  award  comparable  to  the  Deming  Prize. 
It  would  reward  as  many  as  six  companies  that  demonstrated 
outstanding  quality  improvements. 

The  winners  of  the  second  annual  Malcolm  Baldrige  Nation- 
al Quality  Award  were  scheduled  to  be  announced  on  Nov.  2. 
They  are  Xerox  Corp.'s  Business  Products  &  Systems  unit  and 
Milliken  &  Co.,  a  textile  maker.  Missing:  accolades  for  service 
companies  and  small  businesses.  No  entrants  made  the  grade, 
says  the  Commerce  Dept.,  which  administers  the  awards. 

Xerox  was  cited  for  regaining  the  lead  in  copy-machine 
quality  after  both  foreign  and  domestic  competitors  caught  it 
napping.  It  had  introduced  the  first  plain-paper  copier  in  1959, 
then  got  overrun  15  years  later.  Milliken  was  chosen  for  its 
Japanese-style  team  management.  Any  worker  can  stop  the 
production  line  for  a  quality  problem,  and  work  teams  set  their 
own  schedules  and  production  goals. 


LOTS  OF  TALK— AND  SOME  ACTION 
—IN  THE  SUPERCONDUCTOR  RACE 


If  you  believe  the  pundits,  superconductivity  is  a  litmus  test 
of  America's  ability  to  keep  up  with  Japan.  That's  why 
Congress  last  year  passed  the  National  Superconductivity  & 
Competitiveness  Act,  directing  the  White  House  Office  of  Sci- 
ence &  Technology  Policy  to  produce  a  five-year  action  plan. 

The  plan  was  scheduled  to  emerge  on  Oct.  31  but  was  pulled 
back  at  the  last  minute.  The  official  reason?  The  President's 


new  science  adviser,  D.  Allan  Bromley,  and  his  staff  hadn 
realized  that  the  report  had  to  clear  the  White  House  first.  Bi 
congressional  sources  fear  the  unexpected  delay  means  thi 
the  Administration  wasn't  prepared  to  endorse  the  recomme 
dations  in  the  draft,  which  included  boosting  the  current  $1^ 
million  federal  funding  for  superconductivity  research  1: 
about  507o  in  the  next  five  years  and  stepping  up  efforts 
turn  research  into  products. 

Meanwhile,  companies  are  charging  ahead.  On  Nov.  3,  r 
searchers  from  AT&T  Bell  Laboratories  and  ICI  Americas  In 
are  scheduled  to  unveil  a  superconducting  filter  that  remov< 
noise  from  radio  signals.  Bell  Labs  also  has  pushed  back  oi 
major  barrier  to  passing  high  currents  through  the  new  cerar 
ics.  Magnetic  fields  around  the  material  cause  a  "flux"  thi 
creates  resistance.  But  the  Bell  Labs  scientists  can  put  defec 
in  the  superconductor  that  "pin"  the  magnetic  flux  in  place.  A 
a  result,  they  report  in  the  Nov.  2  issue  of  Nature,  tl 
current-carrying  capability  rises  one-hundredfold. 


ROCKET  FUEL  THAT  LEAVES 
A  CLEANER  TRAIL 


The  solid-fuel  rocket  motors  that  now  power  space-shutt 
boosters  and  ballistic  missiles  have  some  drawbacks, 
the  rockets  burn  the  solid  fuel,  they  leave  a  trail  of  hydrog( 
chloride.  Moisture  in  the  air  quickly  transforms  that  gas  in 
caustic  hydrochloric  acid.  That's  why  rockets  aren't  launch^ 
during  rainy  weather — and  why  smart  launch  engineers  pi 
protective  covers  over  their  cars.  In  addition,  the  vapor  tri 
makes  missile  launches  more  visible  to  enemy  eyes. 

So  the  Defense  Dept.  has  been  trying  to  develop  altem 
fives.  One  promising  candidate  is  a  nitrate-based  oxidizer  th; 
spews  out  more-benign  nitrogen  instead  of  hydrochloric  aci 
Aerojet  Solid  Propulsion  Co.  in  Sacramento,  Calif.,  is  buildir 
a  motor  using  the  new  fuel,  which  will  be  tested  at  tl 
Astronautics  Lab  at  Edwards  Air  Force  Base  next  mont 
Experiments  so  far  show  that  the  propellant  packs  almost  tl 
same  punch  as  regular  fuel. 


STRAWBERRIES  MAY  KEEP 
SOME  CANCERS  AT  BAY 


Eating  a  bowl  of  high-fiber  ce- 
r 


I  real  for  breakfast  each  morn- 
ing may  help  prevent  cancer,  but 
researchers  at  the  Agricultural 
Research  Service  think  that 
throwing  strawberries  on  top 
could  be  just  as  important.  Straw- 
berry roots,  leaves,  and  fruit  con- 
tain a  substance  called  ellagic 
acid.  In  test  tubes,  it  seems  to 
protect  human  cells  against  can- 
cer-causing chemicals  found  in  to- 
bacco smoke,  moldy  foods,  and 
some  food  additives. 

Dr.  Gary  D.  Stoner,  a  patholo- 
gist at  the  Medical  College  of  Ohio,  and  ARS  plant  genetici 
John  L.  Maas  have  found  that  strawberries  are  the  top  natui- 
sources  of  the  chemical.  But  other  fruits,  including  bluebt 
ries,  raspberries,  and  apples,  also  have  it.  What  the  chemii 
does  in  plants  isn't  clear,  but  Maas  hypothesizes  that  in  hum: 
tissue  the  acid  may  trap  chemical  carcinogens  before  they  c; 
do  harm.  Maas  is  testing  more  than  40  strawberry  varieties 
find  the  plant  with  the  highest  concentration.  The  next  sti 
breeding  those  with  a  high  ellagic-acid  content. 
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SCIENCE  &TECHNOL 


And  Y)uThoi]^t  Selling 


Before  you  buy  a  new 
business  telephone  system, 
first  think  about  why  you're 
unloading  your  old  one. 

If  its  because  your  old  sys- 
tem can't  accommodate  new 
technology,  add  new  fea- 
tures, or  add  enough  lines, 
consider  the  flexible  phone 


system  that  can  do  all  of  these 
things.  The  Centrex  system, 
from  Pacific  Bell. 

With  Centrex,  there's  no 
expensive  switching  equip- 
ment to  buy  in  the  first  place. 
Instead,  you  plug  into  Pacific 
Bell's  hardware,  located  at 
our  central  offices. 


So  when  new  technolo 
gies  emerge,  you  won't  nee 
new  hardware  or  software 
Instead,  we'll  simply  updat 
the  system  at  our  end. 

When  you  need  more 
features  or  lines,  we  can  pn 
vide  those,  too.  It's  all  don 
through  our  network. 


A  PACIFIC  TRESIS  COMPANY  I  UtMMm 


c  1989  Pacific  Bell 
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That  74  ImpalaVC^Tbu^. 


As  a  result,  you're  never 
stuck  with  yesterday's  tech- 
nology. Or  left  in  the  position 
of  trying  to  sell  outdated 
equipment. 

It  comes  down  to  this: 
There  are  two  kinds  of  phone 
systems. 

There's  the  flexible  kind, 


that  can  grow  and  change 
as  business  and  technology 
change.  Pacific  Bell  Centrex. 

And  then  there  are  those 
based  on  the  available  tech- 
nology of  the  day  For  exam- 
ples of  this  type,  just  consuk 
the  classifieds.  Under  the 
heading,  "Bargains!' 


Let  your  compiuer  demonstrate 
the  advantages  ofPaafic  Bell 
Centre)^  for  your  business  with  our 
new,  IBM  compatible  diskette. 
To  get  your  free  copy,  call  toll-free 
l'800'622'0735,  extension  317. 
Pacific  Bell  Centrex. 
Communications 
For  A  Changing  World. 

pacificEISbell. 
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Part  ot  composition  with  blue.  Mondnaan,  1937,  Haags  Gemeentemuseum. 


Rabobank  Q 

The  Art  of  Dutch  Banking 

Rabobank  Ncdcrland,  San  Francisco  Office:  3  Embarcadcro  Center,  Suite  930, 
San  Francisco,  CA  941II.  Telephone:  (415)  9864258.  New  York  Branch, 
245  Park  Avenue,  New  York,  NY  10176  Telephone:  (212)  9167800.  Telex:  424337. 

Rabobank  Nederland.  Cioescljan  IX,  .5^21  CB  Lilrecht.  the  Netherlands. 
Telex  40200.  New  York.  Dallas,  San  Francisco,  Sao  Paulo,  Curasao,  London.  Antwerp, 
Pans,  Luxemburg,  Zurich,  Singapore,  Hong  Kong,  Jakarta,  ADCA-BANK 
(Frankfurt,  Berlin,  Dusseldort,  Hamburg,  Hanover,  Munich,  Stuttgart). 


In  banking, 
as  in  art, a  clear 

concept 
can  make  all  the 

difference. 

The  Dutch  artist  Mondnaan  spent 
more  than  20  years  refining  a  style  of 
painting  he  called  neo-plasticism. 
Similarly,  Rabobank  carefully  defined 
and  refined  its  own  style  of  banking. 
As  the  Dutch  economy  and  industry 
grew,  so  did  Rabobank,  becoming  the 
largest  domestic  bank.  Today,  with 
total  assets  of  US  $  80  billion,  Rabo- 
bank is  one  of  the  top  50  banks  in  the 
world,  with  offices  in  major  financial 
centres  and  ports  around  the  globe, 
active  in  finanang  agribusiness,  com- 
modities .:nd  in  every  aspect  oi  inter- 
national banking.  And  we  still  have 
our  own  clear,  long-term  view  of  client 
relationship,  based  on  commitment, 
dedication  and  tmst. 


136D-CA 


m 


People  and  trends  on  the  cutting  edge  of 
ansPacific  lifestyle,  business,  politics,  media  and 
fie  arts  •  The  Pacific's  hotspots  for  business  and 
pleasure   •  Hotels,  airlines  and  inside  tips  on 
ansPacific  travel  •  The  Asian  American  perspec- 
e  on  the  issues  that  affect  how  you  work  and  play 


mm 
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Pacific  Rim 


Act  Now  SAVE  $16 

Just  fill  out  this  coupon  and  mail  it  with 
your  check  for  $14  before  December  21, 
1989.  We'll  send  you  12  issues  of 
TRANSPACIFIC  at  a  53%  savings. 

Money-back  guarantee:  If  you  aren't  completely  satisifed 
with  TRANSPACIFIC,  you'll  receive  a  prompt  and  full 
refund  on  all  unmailed  copies. 

Name  

Address  

City  St  Zip  


I  am  enclosing  a  check  for  $14. 

Mail  to:  Subscription  Dept.,  202  Main  Street, 

Ste.  17,  Venice,  CA  90291. 


PROFITS  ARE  IN  FOR  A 

EARNINGS  UNEXPECTEDLY  SANK  22%  IN  THE  THIRD  QUARTER— AND  MARGINS 
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KEEP  ON  SHRINKING  AS  THE  ECONOMY  CONTINUES  TO  SLOW 


,rts  makers  fell  to  2.4%  in  the  third 
larter,  the  narrowest  since  the  similar 
larter  of  1986.  Ford  Motor  Co.'s  profits 
11  44.3'/!  ,  while  General  Motors  Corp.'s 
rnings  decreased  40%.  Without  a  one- 
ne  gain  of  $309  million  from  the  sale 
stock  in  Mitsubishi  Motors  Corp.,  its 
panese  partner,  Chrysler  Corp.'s  prof- 
;  would  have  fallen  817^. 
Aerospace  companies  suffered  be- 


cause their  market  of  one — Uncle  Sam — 
got  tough  on  defense  spending.  The 
group  showed  a  417'  drop  in  third-quar- 
ter profits.  Problems  at  McDonnell 
Douglas  Corp.'s  Douglas  Aircraft  Co. 
unit  dragged  profits  down  637,  while 
charges  from  cost  overruns  on  fixed- 
price  development  contracts  led  to  a  $32 
million  net  loss  at  Lockheed  Corp. 
The  defense  contractors'  troubles 


KD-QUARTER  PROFITS 


THE  COMPANIES 


)  MADE  THE  MOST     WHO  LOST  THE  MOST 


Millions 
of  dollars 

Millions 
of  dollars 

$1,110 

J.  P.  MORGAN 

$1,815 

iL  ELtQRIC 

945 

BANKERS  TRUST 

1,420 

877 

CHASE  MANHAnAN 

1,108 

VIORRIS 

748 

CHEMICAL  BANKING 

825 

699 

MANUFACTURERS  HANOVER 

789 

HEMICAL 

589 

UNISYS 

648 

R  &  GAMBLE 

551 

BANK  OF  NEW  YORK 

271 

JT 

547 

CAMPBELL  SOUP 

195 

532 

TIME  WARNER 

176 

IL  MOTORS 

517 

EMPIRE  OF  AMERICA 

158 

lOTOR 

477 

REPUBLIC  NEW  YORK 

155 

UTH 

427 

BANK  OF  BOSTON 

125 

)N 

417 

WARNER  COMMUNICATIONS 

106 

IP 

412 

BRUNSWICK 

103 

L-MYERS  SQUIBB 

411 

MARION  LABORATORIES 

101 

Warner  Communications  reported  separately  because 
its  merger  with  Time  Warner  had  not  been  completed 


paled  in  comparison  to  the  banks,  how- 
ever. After  boosting  reserves  to  cover 
expected  losses  on  Third  World  loans, 
East  Coast  banks  reported  a  $5.5  billion 
loss,  thanks  to  reserve  hikes  by  Bank  of 
New  York,  Bankers  Trust  New  York, 
Chase  Manhattan,  Chemical  Bank,  Man- 
ufacturers Hanover,  and  J.  P.  Morgan. 
A  huge  $1.8  billion  net  loss  put  Morgan 
atop  the  list  of  companies  that  lost  the 
most  in  the  third  quarter. 

The  banks'  results  were  a  strong  fac- 
tor in  the  drop  in  overall  corporate  prof- 
its in  the  BUSINESS  WEEK  Scoreboard, 
but  the  trend  elsewhere  was  downward, 
too.  Indeed,  without  all  the  red  ink  from 
East  Coast  banks,  total  corporate  profits 
for  the  third  quarter  still  would  have 
fallen  5.57 . 

MERGER  MADNESS.  The  heavy  toll  that 
mergers  and  acquisitions  can  take  on  the 
bottom  line  was  evident  in  the  losses 
reported  by  entertainment  companies. 
Time  Warner  Inc.'s  acquisition  of  a 
59.37  stake  in  Warner  Communications 
Inc.  drove  up  interest  expenses  and  led 
to  a  $176  million  loss  in  the  third  quar- 
ter. For  its  part,  Warner  reported  a  $106 
million  third-quarter  net  loss.  Paramount 
( 'ommunications  Inc.  posted  a  667  earn- 
ings decline  because  of  costs  incurred  in 
its  losing  bid  for  Time  Inc. 

The  profit  picture  wasn't  completely 
bleak  in  the  third  quarter.  Services  and 
nondurables  benefited  from  strength  in 
consumer  spending.  Aided  by  Capital 
Cities/ ABC  Inc.'s  297  gain,  the  broad- 
casting group  boosted  earnings  by  427. 
Apparel  was  up  347,  personal  care 
gained  317,  and  health  care  services 
gained  327.  The  food-processing  group 
would  have  been  up  97  if  it  weren't  for 
a  $194.7  million  loss  reported  by  Camp- 
bell Soup  Co.  A  worldwide  restructuring 
program  involving  plant  consolidations, 
work  force  reductions,  and  goodwill 
write-offs  reduced  Campbell's  operating 
earnings  by  $343  million. 

Consumers'  reluctance  to  purchase 
big-ticket  items  led  to  some  anomalies  on 
the  retail  scene.  J.  C.  Penney  Co.,  which 
left  the  major  appliances  business  sever- 
al years  ago,  reported  a  217  gain,  while 
Sears,  Roebuck  &  Co.,  which  depends  on 
sales  of  large  appliances,  reported  a  de- 
crease of  the  same  amount. 

The  service  sector  was  able  to  escape 
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"he  margin  squeeze  suffered  by  manu- 
. -ruring  concerns  in  the  third  quarter, 
riowever.  rising  unit  labor  costs  are  in 
store  for  retailers  and  other  senice  com- 
panies, says  Jerry"  L.  Jordan,  chief  econ- 
omist of  First  Interstate  Bancorp.  "With 
lower  volume  and  less  inflation,  profit 
margins  ai*e  going  to  get  whacked,"  he 
says.  Jordan  expects  total  aftertax  cor- 
porate profits  to  show  a  decline  of  in 
1989  and  to  rebound  8.7'~c  next  vear.  Oth- 


er analysts  are  more  optimistic  about 
the  profit  outlook.  Da\id  Blitzer.  chief 
economist  of  Standard  &  Poor's  Corp., 
expects  corporate  earnings  to  rise  12^c  in 
1990. 

Such  forecasts  may  prove  too  optimis- 
tic if  the  auto  makers'  strategj"  of  cut- 
ring  prices  to  maintain  market  share 
spreads  into  the  nondurable  sector. 
When  brewer  Anheuser-Busch  Cos.  an- 
nounced a  lower-than-€xpected  o^f  earn- 


ings gain  in  the  third  quarter,  it  als< 
disclosed  plans  to  discount  prices  of  it 
major  beer  brands.  "In  a  highly  competi 
rive  global  em-ironment  U.  S.  corpora 
tdons  lack  the  leverage  to  pass  througl " 
costs."  says  Roach  of  Morgan  Stanley 
'"To  raise  prices  could  be  suicidal."  Anr 
the  way  things  are  going,  not  hikin} 
prices  is  likely  to  mean  settling  for  ane  > 
mic  profits. 

Bu  Monica  Roman  in  Xew  Yon 


A  SPOTLIGHT  ON  THIRD-QUARTER  PROFITS 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


1C«  ■ 


PERCEKT  CHANGE 

FROM  SAME  PERIOD 

PRECEDING  YEAR 

ALL  INDUSTRIES 

■  WnXOUTSANkS 

12-MONTH 

Ji 

MOVING  AVERAGE 

1  III  M 

M  Si 

ill    :i     i     i:  U 

i 

INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

In  1 989's  third  quarter  profits  were  pushed  downward  by  massive 
write-offs  of  sour  loons  by  the  big  money-center  bonks.  These  industry 
groups  hod  tfie  biggest  impact  on  the  overall  S9.6  billion  drop 

FINANCIAL  SERVICES 


CHANGE  IN  AFTERTAX  PROFrTS 
FROM  THIRD  QUARTER  1983 


GAS  UTILITIES 
BANKS-WEST  &  SOUTHWEST 
SAVINGS  &  LOAN  L.,,^ 
AEROSPACE 
AIRLINES^ 
CARS  &  TRUCKS 

OIL  &  gas; 


COMPUTERS! 


$7,573 
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BANKS-EAST 


-j.500 


■1.000 


-500 


0 

•4MILJJOMS0fD0iUj5^ 
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THE  HIGH  POINT  FOR  PROFIT  MARGINS 
MAY  BE  PAST  FOR  THIS  EXPANSION 


PROFIT  MARGIN  FOR 
MOST  RECENT  FOUR  QUARTERS 
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THIRD  QUARTER  1989 


LOSSARY 

lales:  Includes  all  sales  and  other  operating 
jvenues.  For  banks,  includes  all  operating 
jvenues. 

'rofits:  Net  income  before  extraordinary 
ems.  For  banks,  profits  are  net  income  after 
ecurity  gains  or  losses. 


Margins:  Net  income  from  continuing 
operations  before  extraordinary  items  as 
percent  of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Oct.  20, 
1989,  common  stock  pnce  and  corporate 
earnings  from  continuing  operations 
before  extraordinary  items  for  most  recent 
12-month  penod. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 


COMPANY 


SALES 


PROFITS 


3rd 
QUARTER 


CHANGE 
FROM 
1988 


9 

MONTHS 
1989 
SMIL 


CHANGE 
FROM 


3rd 
QUARTER 
19B9 
$  MIL 


CHANGE  9 

FROM  MONTHS 

1988  1989 

%  $  MIL 


MARGINS 

RETURN  ON 

COMMON 

12 

CHANGE 

3rd  3td 

EQUITY 

PRICE- 

MONTHS' 

FROM- 

QUARTER  QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1988 

1989  1988 

ENDING 

RATIO 

PER 

% 

9-30 

10-20 

SHARE 

ALL  INDUSTRY 


COMPOSITE 

775969 

9 

2336162 

10 

34615 

-22 

127066 

-3 

4.5 

6.2 

14.5 

15 

2.83 

AEROSPACE 

INDUSTRY  COMPOSITE 

17232.2 

8 

52014.0 

1 

424.0 

-41 

1 190.0 

-33 

2.5 

4.5 

9.8 

13 

3.31 

GenCorp(ii 

425.0 

-10 

1406.0 

3 

6.0 

-65 

23.0 

-54 

1.4 

3.6 

15.6 

20 

0.88 

General  Dynamics 

2517.3 

10 

7407.9 

5 

76.5 

0 

210.3 

1 

3.0 

3.3 

16.1 

7 

7.67 

Kaman 

190.2** 

0 

597.8 

4 

-10.5 

NM 

3.2 

-84 

NM 

3.7 

4.3 

24 

0.45 

Lockheed 

2107.0 

-7 

6553.0 

-9 

-32.0 

NM 

108.0 

-68 

NM 

5.4 

9.4 

13 

3.48 

Martin  Marietta 

1423.1 

-2 

4172.9 

0 

87.3 

-47 

233.4 

-21 

6.1 

11.3 

18.4 

1  1 

4.86 

McDonnell  Douglas 

3715.0** 

1 

10325.0 

0 

32.0 

-63 

-26.0 

NM 

0.9 

3.4 

3.7 

22 

2.72 

Northrop 

1245.6 

-8 

3923.4 

-4 

21.5 

-25 

-46.9 

NM 

1.7 

2.1 

-14.5 

NM 

-2.83 

Rohr  Industries  151 

304.3 

20 

819.8 

16 

8.3 

-9 

25.6 

1 

2.7 

3.6 

8.1 

13 

1.90 

Sundstrand 

386-1 

8 

1157.6 

10 

26.0 

267 

90.2 

NM 

6.7 

2.0 

12.4 

20 

3.55 

Talley  Industries 

103.2 

10 

31 1.4 

22 

3.3 

1 1 

24.0 

200 

3.2 

3.1 

16.3 

6 

2.16 

Thiokol  |6| 

267.8 

-4 

847.1 

-44 

8.9 

7 

27.4 

-69 

3.3 

3.0 

6.7 

17 

0.84 

United  Technologies 

4753.6** 

6 

14492.2 

9 

196.7 

3 

517.7 

2 

4.1 

4.3 

13.2 

1 1 

5.07 

AUTOMOTIVE 

INDUSTRY  COMPOSITE 

67951.6 

1 

229842.8 

5 

1610.8 

-28 

9228.0 

-4 

2.4 

3.3 

16.0 

6 

5.53 

CARS  &  TRUCKS 

GROUP  COMPOSITE 

58881.8 

1 

201410.7 

5 

1406.7 

-27 

8328.4 

-2 

2.4 

3.3 

17.2 

5 

6.84 

Chrysler 

7883.0 

0 

27947.0 

8 

331.0 

193 

1023.0 

66 

4.2 

1.4 

18.3 

4 

6.23 

Federal  Signal 

102.1 

6 

307.6 

1 1 

5.9 

23 

16.7 

25 

5.7 

4.9 

18.3 

13 

2.14 

Ford  Motor 

20242.3 

-1 

72000.9 

5 

477.1 

-44 

3521.2 

-15 

2.4 

4.2 

20.9 

5 

9.93 

General  Motors 

28793.1 

2 

95567.8 

5 

516.9 

-40 

3524.1 

2 

1.8 

3.0 

14.3 

6 

7.44 

Navistar  International  (2| 

1027.7 

5 

3069.1 

4 

27.6 

-41 

100.4 

-43 

2.7 

4.8 

22.5 

7 

0.60 

Paccar 

833.6** 

4 

2518.4 

1 1 

48.3 

5 

143.0 

1  1 

5.8 

5.7 

20.5 

8 

5.37 

PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

5884.3 

2 

18839.9 

6 

93.7 

-53 

591.1 

-9 

1.6 

3.5 

3.5 

42 

0.59 

Arvin  Industries 

376.3 

28 

1 144.0 

21 

4.5 

-59 

14.6 

36 

1.2 

3-8 

4.3 

21 

0.81 

Cummins  Engine 

807.6 

0 

2654.9 

9 

-39.7 

NM 

3.6 

NM 

NM 

NM 

-10.6 

NM 

-5.65 

Dana 

1188.8 

-4 

3962.4 

2 

29.6 

-27 

1 1 1.4 

-6 

2.5 

3.3 

15.5 

9 

3.81 

Donaldson  |5i 

98.5 

6 

296.1 

7 

3.1 

-1 1 

10.1 

-18 

3.2 

3.8 

14.5 

13 

1.62 

Eagle-Picher  Industries  in 

169.0 

-1 1 

554.4 

-2 

2.3 

-75 

42.8 

40 

1.3 

4.8 

NM 

NM 

-42.40 

Eaton 

864.1 

3 

2791.2 

8 

39.9 

-26 

165.1 

-7 

4.6 

6.4 

17.8 

10 

5.75 

Echlin  (4) 

373.1 

5 

1098.5 

1 1 

3.2 

-83 

29.3 

-41 

0.9 

5.5 

6.9 

19 

0.80 

Federal-Mogul 

250.2 

-15 

833.8 

-8 

6.3 

-44 

31.4 

-8 

2.5 

3.8 

14.5 

14 

1.59 

lamson  &  Sessions 

82.1 

-18 

261.6 

-12 

1.2 

-85 

8.1 

-62 

1.5 

7.9 

14.6 

8 

1.09 

Modine  Mfg.  |9) 

1 10.6 

4 

326.8 

5 

5.2 

-31 

17.8 

-9 

4.7 

7.0 

13.3 

13 

1.54 

Parker  Hannifin  (6) 

610.6 

3 

1922.6 

8 

23.4 

-10 

75.0 

-13 

3.8 

4.3 

11.7 

13 

2.05 

Pep  Boys-Manny,  Moe  &  Jack  ( 

11  199.7 

19 

546.1 

19 

10.0 

-18 

27.7 

7 

5.0 

7.2 

12.9 

17 

0.68 

Smith  (A.  O.) 

217.7 

-8 

760.3 

1 

-4.5 

NM 

8.6 

-31 

NM 

0.4 

3.8 

12 

1.43 

SPX 

154.7 

11 

482.6 

16 

5.4 

-10 

20-7 

-6 

3.5 

4.3 

13.4 

10 

3.30 

Standard  Motor  Products 

110.2 

6 

323.2 

7 

4.0 

48 

12.5 

90 

3.6 

2.6 

10.4 

15 

1.16 

Standard  Products  (6| 

151.0 

33 

464.6 

18 

1.4 

-72 

17.9 

-34 

0.9 

4.4 

16.0 

12 

2.36 

Sudbury  (7) 

120.0** 

3 

416.9 

9 

-1.5 

NM 

-5.5 

NM 

NM 

0.6 

-14.3 

NM 

-0.61 

TIRE  a  RUBBER 

GROUP  COMPOSITE 

3185.6 

2 

9592.2 

3 

110.3 

12 

308.5 

-21 

3.5 

3.2 

15.1 

13 

3.94 

Bandog 

136.4 

9 

379.4 

7 

19.9 

8 

53.8 

8 

14.6 

14.8 

43.1 

17 

5.07 

Carlisle 

136.5 

-5 

421.3 

-1 

5.0 

-22 

22.3 

19 

3.7 

4.5 

10.3 

14 

2.60 

Cooper  Tire  &  Rubber 

233.6 

12 

658.5 

19 

14.9 

42 

40.3 

48 

6.4 

5.1 

19.3 

14 

2.64 

Goodyear  Tire  &  Rubber 

2679.1 

1 

8133-0 

2 

70.5 

11 

192.1 

-35 

2.6 

2.4 

12.5 

1 1 

4.31 

)Third  quailer  ending  Aug.  31.  (2) Third  quarter  ending  July  31.  (3) Fourth  quarter  and  most  recent  nine  months  ending  Sept.  30.  (4)Fourth  quarter  and  most  recent  six  months  ending  Aug. 
.  (5)  Fourth  quarter  and  most  recent  nine  months  ending  July  31.  (6)  First  quarter  and  most  recent  nine  months  ending  Sept.  30.  (7)  First  quarter  and  most  recent  nine  months  ending  Aug. 
.  (8)  First  quarter  and  most  recent  nine  months  ending  July  31 .  (9)  Second  quarter  and  most  recent  nine  months  ending  Sept.  30.  (10)  Second  quarter  and  most  recent  nine  months  ending  Aug. 
.  (11) Second  quarter  and  most  recent  nine  months  ending  July  31.  "Sales  include  excise  taxes.  "Sales  include  other  income.  '"Sales  include  excise  taxes  and  other  income.  tRevenues  from 
ajor  subsidiaries  not  included  in  consolidated  sales,  ttlncludes  extraordinary  or  discontinued  items.  NA  =  not  available.  NM  =  not  meaningful.  Earnings  per  share  are  lor  latest  12  months, 

)t  necessanly  for  end  of  most  recent  fiscal  year,  they  include  all  common  stock  equivalents  but  exclude  extraordinary  items.     DATA:  STANDARD  &  POOR'S  COIVIPUSTAT  SERVICES  INC. 
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COMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

3rd 

CHANGE 

9 

CHANGE 

3rcl 

CHANGE 

9 

CHANGE 

3i<i 

3td 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1969 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

SMIL 

S  MIL 

% 

SMIL 

S  MIL 

9-30 

10-20 

SHARE 

3BANKS 

1 9 

149692.3 

20 

—3700. 1 

NM 

—AO 
— QW 

MM 
M 

T  O 

1  # 

X.  1^ 

(a)BANKS-EAST 

GROUP  COMPOSITE 

26761.1 

18 

78673.6 

19 

-5462.2 

NM 

-1275.5 

NM 

NM 

9.3 

1.3 

82 

0.43 

Bonk  of  Boston 

1620.7 

19 

4812.9 

26 

-125.1 

NM 

61 .8 

-74 

NM 

5.8 

6.4 

12 

1 .91 

Sonk  of  New  En^lond 

908.6 

1 1 

2760.8 

20 

42.7 

-41 

121.6 

-41 

4.7 

8.9 

1  1 .6 

7 

2.79 

Bank  of  New  York 

1399.4 

129 

4124.0 

139 

-271.3 

NM 

-55.9 

NM 

NM 

8.9 

-0.9 

NM 

-0.01 

Bankers  Trust  New  York 

1858.3 

24 

5420.4 

28 

-1420.0 

NM 

-1081.1 

NM 

NM 

10.8 

-25.1 

NM 

-10.98 

Chase  ^Aanhattan 

3582.6 

14 

10223.6 

16 

-1 108.7 

NM 

-840.2 

NM 

NM 

9.0 

-1 4.7 

NM 

-7.08 

Chemicol  Banking 

2075.6 

7 

6141.5 

9 

-824.6 

NM 

-578. 1 

NM 

NM 

10.9 

-1 1.6 

NM 

-5.09 

Citicorp 

3454.0 

1 1 

10235.0 

1 1 

358.0 

-9 

1282.0 

15 

10.4 

12.7 

19.7 

6 

5.32 

CoreStates  Financial 

471.9 

14 

1393.6 

18 

50.2 

12 

147.9 

12 

10.6 

10.9 

16.5 

9 

4.95 

First  Fidelity  Bancorporation 

776.5 

8 

2260.4 

9 

54.4 

-24 

182.6 

-13 

7.0 

9.9 

-0.9 

NM 

-0.48 

Fleet/Norstar  Financial  Group 

935.1 

20 

2681.8 

20 

96.4 

12 

279.0 

12 

10.3 

11.0 

17.9 

8 

3.29 

KeyCorp 

413,8 

16 

1 2 1 4.6 

20 

36.1 

1  2 

100.6 

18 

8.7 

9. 1 

1 4.7 

9 

3.08 

Manufacturers  Hanover 

2173.0 

5 

6383.0 

1 

-789.0 

NM 

-580.0 

NM 

NM 

9.6 

-13.7 

NM 

-9.17 

Mellon  Bank 

402.0 

6 

1 177.0 

3 

63.0 

NM 

175.0 

NM 

15.7 

NM 

14.3 

7 

4.69 

Midlantic 

590.5 

23 

1693.1 

26 

66.1 

14 

187.2 

15 

1 1.2 

12.0 

17.4 

7 

6.46 

MNC  Financial 

626.4 

22 

1758.8 

23 

55.2 

14 

153.2 

27 

8.8 

9.4 

16.9 

8 

3.34 

Morgan  (J.  P.) 

2567.1 

24 

7853.6 

30 

-1815.1 

NM 

-1429.2 

NM 

NM 

1 1.3 

-20.3 

NM 

-6.49 

PNC  Financial 

1 163.0 

16 

3455.0 

19 

126.9 

10 

376.0 

10 

10.9 

1  1.5 

17.3 

8 

5.30 

Republic  New  York 

677.5 

26 

1913.3 

26 

-155.4 

NM 

-69.8 

NM 

NM 

7.2 

-3.7 

NM 

-1.40 

Shawmut  National 

755.0 

9 

2261.6 

8 

66.4 

5 

197.8 

12 

8.8 

9.1 

15.6 

7 

3.51 

UJB  Financial 

310.2 

17 

909.7 

20 

31.4 

5 

94.1 

7 

10.1 

1 1.3 

14.7 

9 

2.71 

|b)BANKS- MIDWEST 

CROUP  COMPOSITE 

8207.8 

19 

23632.1 

19 

577.9 

-13 

2011.4 

3 

7.0 

9.7 

14.0 

11 

3.00 

Amerilrust 

302.8 

16 

892.8 

15 

30.0 

33 

88.2 

14 

9.9 

8.7 

15.8 

9 

3.06 

Banc  One 

807.7 

15 

2344,0 

17 

91.8 

4 

270.3 

7 

1 1,4 

12.6 

16.0 

13 

2.62 

Boatmen's  Bancshares 

373.2 

7 

1095.9 

7 

32.1 

9 

96.0 

18 

8,6 

8.5 

7,8 

15 

2.40 

317  7 

21 

933,5 

22 

-9. 1 

NM 

48.6 

-42 

NM 

1 1 .0 

11,4 

1 2 

4.60 

Continental  Bank 

87 1 .9 

1 3 

2651,0 

21 

65.2 

-1  1 

204.9 

1 

7,5 

9.5 

25, 1 

5 

5.22 

First  Bonk  System 

654.5 

4 

1917,6 

8 

6. 1 

-87 

1 09.4 

-7 

0.9 

7.3 

-35,8 

NM 

-5.50 

First  Chicago 

1461.0 

20 

4 1 66, 1 

1 8 

-23.3 

NM 

235.8 

-37 

NM 

9.2 

1 6, 1 

8 

5.40 

Huntington  Bancshares 

274.4 

20 

782.4 

21 

25, 1 

1 2 

72.3 

1 2 

9.2 

9.9 

1 5.6 

9 

2.19 

Manufacturers  National 

277.4 

1 9 

830.6 

24 

27.4 

1 2 

79.0 

1 3 

9.9 

1 0.4 

1 7. 1 

8 

6.94 

Michigan  National 

51 9.3 

95 

1 1 80.2 

56 

1  1 6.6 

382 

1 63. 1 

1 34 

22.5 

9. 1 

29,7 

5 

1 1 .55 

National  City 

642.2 

1 4 

1 893.4 

1 7 

66.6 

1 3 

1 94.9 

1 7 

1 0.4 

1 0.5 

18,7 

9 

4.32 

NBD  Bancorp 

639.6 

16 

1881.9 

19 

62.8 

8 

192.3 

16 

9.8 

10.5 

16.0 

9 

3.53 

Northern  Trust 

314.2 

26 

916.1 

28 

26.5 

4 

80.7 

20 

8.4 

10.2 

25.9 

9 

7.03 

Norwest 

751.9 

20 

2146.7 

19 

60.1 

12 

175.9 

13 

8.0 

8.6 

18.9 

9 

2.47 

(c)  BANKS  -  SOUTH  A  SOUTHEAST 

6606. 1 

1 913o«4 

61 1 .9 

1 5 

1  / 

in  A 

1  O.  1 

1 A 

Barnett  Bonks 

762.3 

16 

2256.5 

19 

64.9 

10 

191.7 

13 

8.5 

9.0 

15.7 

9 

4,02 

Citizens  &  Southern 

635.2 

20 

1826.5 

19 

61.4 

15 

177.8 

17 

9.7 

10.1 

16.9 

9 

3.59 

Crestar  Financial 

298.4 

14 

875.8 

13 

26.6 

18 

76.4 

15 

8.9 

8.6 

13.8 

10 

3.18 

First  Union 

839.0 

15 

2446.0 

15 

70.7 

-4 

216.6 

-4 

8.4 

10.1 

14.3 

9 

2.69 

First  Wachovia 

617.7 

19 

1807.9 

23 

64.7 

1 

199.9 

10 

10.5 

12.3 

15.9 

1 1 

3.77 

NCNB 

1617.5 

126 

4514.1 

1 17 

143.6 

144 

310.9 

65 

8.9 

8.2 

17.2 

13 

3.99 

Signet  Banking 

345.9 

-4 

997.0 

3 

27.8 

-53 

90.6 

-27 

8.0 

16.6 

16.3 

9 

4.35 

Sovran  Financial 

674.4 

20 

1963.8 

21 

69  2 

12 

196.6 

12 

10.3 

1 1.0 

17.3 

9 

4.43 

SunTrust  Bonks 

815-8 

10 

2450.7 

16 

82.8 

7 

252.7 

10 

10.2 

10.5 

16.6 

9 

2.56 

(d)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9661.9 

16 

28248.3 

18 

572.4 

64 

2103.1 

48 

5.9 

4.2 

16.8 

9 

4.87 

BankAmerica 

2854.0 

17 

8485.0 

18 

254.0 

34 

833.0 

81 

8.9 

7.8 

20.2 

8 

4.23 

First  City  Bancorp,  of  Texas 

368.5 

21 

1081.6 

26 

28.8 

22 

83  1 

NM 

7.8 

7.7 

1  1.7 

8 

4.52 

First  Interstate  Bancorp 

1758.1 

18 

4966.4 

15 

-15.6 

NM 

219.8 

NM 

NM 

NM 

12.5 

12 

4.83 

Security  Pacific 

2521.4 

16 

7368.2 

20 

185.1 

10 

548.9 

17 

7.3 

7.7 

18.2 

7 

6.13 

U.  S.  Bancorp 

424.4 

21 

1221.9 

21 

38.6 

24 

1 12.2 

26 

9.1 

8.9 

14.3 

1 1 

2.98 

Valley  National 

298.8 

3 

907,9 

7 

-72.2 

NM 

-136,4 

MM 

NM 

6.5 

-25.5 

NM 

-5.95 

Wells  Fargo 

1436.7 

15 

4217,3 

18 

153.7 

17 

442,6 

18 

10,7 

10.5 

23.6 

8 

10.52 

INDUSTRY  COMPOSITE. 

28816.9 

5 

89656.3 

8 

2225.6 

-8 

7915.3 

5 

7.7 

8.8 

20.2 

9 

5.81 

Air  Products  &  Chemi  -i  !s 

668.6 

8 

2001,3 

8 

51.0 

1 

161,0 

2 

7,6 

8.1 

16.1 

1 1 

4.04 

American  Cyanamid 

1 140.8 

4 

3671.7 

5 

64.5 

1 

263,9 

9 

5.7 

5.9 

15.3 

14 

3.65 

Arco  Chemical 

632.0 

-9 

2057.0 

5 

94.0 

-25 

330,0 

-8 

14.9 

18.1 

31.0 

8 

4  83 

Aristech  Chemical 

230.4 

-17 

773.8 

-4 

21.9 

-47 

67.0 

-48 

9.5 

15.0 

30.7 

7 

2.90 

Crompton  &  Knowles 

87.9 

10 

270.7 

33 

5.8 

47 

18.5 

46 

6.6 

4.9 

25.6 

15 

1.87 

Dexter 

205.3 

0 

641.4 

3 

10.5 

78 

34.5 

10 

5.1 

2.9 

13.4 

13 

1.74 

Dow  Chemical 

4250.0 

2 

13336.0 

8 

589.0 

-7 

2060.0 

16 

13.9 

15.2 

33.7 

7 

14.85 

Du  Pont 

8.589.0 

9 

26541.0 

10 

547.0 

19 

1997.0 

18 

6.4 

5.9 

15.8 

1 1 

10.54 

Engelhard 

=.86.4 

-5 

1776.7 

7 

39.0 

130 

68.5 

54 

6.6 

2.8 

1 1.7 

11 

1.95 

Footnotes  on  page  141 

^^42  BUSINESS  WEEK/NOVEMBER  13.  19t  CORPORATE  SCOREBOA 


Is  Your 

Pmh  System 
A  Gain  Or  A  Drain  On 

Your  Bottom  Line? 


ASK  YOUR 
PAYROLL  MANAGER 


THESE  QUESTIONS. 


YES 

NO 

1. 

Is  there  a  knowledgeable  and  high-quality  service  organization  dedicated 

□ 

□ 

to  support  your  payroll  and  human  resource  departments? 

2. 

Can  your  payroll  system  help  manage  government  requirements  such  as 

□ 

□ 

401(k),  COBRA  and  Seaion  89? 

3. 

Are  your  payroll  and  human  resource  systems  fully  integrated 

1  II  1 

uu 

for  management  decision  making  and  maximum  productivity? 

4. 

Can  your  payroll  system  easily  consolidate  data  from  multiple  locations? 

5. 

Can  you  provide  payroll  information  to  your  general  ledger  system 

□ 

□ 

automatically? 

6. 

Are  your  payroll  tax  filings  accurate  and  on  time,  resulting  in  zero 
penalties? 

□ 

□ 

7. 

Does  your  payroll  system  maximize  confidentiality  and  productivity  by 

□ 

□ 

producing  signed  and  self-sealed  checks  and  earnings  statements? 

8. 

Do  you  get  the  management  reports  needed  from  your  payroll  system 

□ 

□ 

delivered  with  your  paychecks? 

9. 

Do  you  have  access  to  your  payroll  and  human  resource  information  for 

□ 

□ 

immediate  reporting  on  your  personal  computer? 

10. 

Is  your  current  payroll  system  cost  efficient,  flexible  and  positioned  to 

□ 

□ 

add  to  your  bottom  line? 

If  The  Answer  is  "No"  To  Any  Of  These, Call  Control  Data  now 
 And  Receive  up  To  S 1,000  off  installation!  

["  1-800-PAYROLL  ~j 

I    I  would  like  a  free  consultation  with  one  of  your  payroll  experts.  | 

I      Name  Company  ft  Employees  | 

I      Address                                              City                  Stale          Zip  Telephone  I 

I                                            CONTROL  DATA  I 

'                       P.O.  BOX  20115,  BLOOMINGTON,MN  55420  ' 

^^Offcr  expires  12/50/89  B1113  | 

 (§  S  CONTRPL  DATA  


COMPANY 


SALES 


PROFITS 


MARGINS 

 ^  ^ 

12 

3rt 

CHANGE 

9 

CHANGE 

3ra 

CHANGE 

9 

CHANGE 

PRICE- 

CXI  AFTER 

FROM 

MOffTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

EARNINGS 

198S 

1988 

1988 

1989 

1988 

1989 

1968 

RATIO 

pbTI 

SMIL 

% 

S  MIL 

S  MIL 

S  MIL 

% 

10-20 

SHA%I 

Ethyl 

613.7 

18 

1786.7 

18 

54.8 

19 

156.9 

12 

8.9 

S-8 

20.4 

1 3 

2-06  1 

266-7 

g 

813.6 

9 

1 1 .9 

1 

37.4 

7 

4.5 

4.8 

15.7 

12 

2.26  1 

Freeport-McMoRan 

491.3 

7 

1481.6 

7 

23.2 

-78 

123.8 

-51 

4.7 

22.5 

20.4 

12 

2.53  1 

Fuller  (H.  B.) 

189.9 

7 

563.8 

12 

3.8 

-35 

10.6 

-35 

2.0 

3.3 

8.4 

15 

1.62  1 

(Georgia  wult 

251 .2 

-10 

861 .3 

1 1 

46. 1 

—1 3 

1 50.7 

8 

18.3 

19.0 

72.5 

6 

7.84  1 

Goodrich  (B.  F.) 

601 .3 

-3 

1846.0 

7 

39.1 

-43 

143.1 

-13 

6.5 

11.1 

15.8 

7 

6.97  1 

Grace  (W.  R.) 

1487.5 

7 

4395.4 

6 

98.4 

94 

173.3 

27 

6.6 

3.6 

15.1 

12 

2.68  1 

Great  Lakes  Chemical  - 

244.8"* 

55 

610.2 

33 

31.7 

18 

91.5 

21 

12.9 

16.9 

22.6 

12 

6.82  1 

Grow  Group  (61 

105.7 

0 

322.2 

4 

10.4 

NM 

9.4 

NM 

9.8 

NM 

15.6 

15 

0.64  1 

Hanno  (M.  A.)  r 

290.2 

5 

838.1 

8 

21.7 

-13 

71.3 

2 

7.5 

9.0 

15.7 

8 

3.33  1 

Hercules 

787.0 

15 

2317.9 

13 

44.1 

65 

130.5 

15 

5.6 

3.9 

6.7 

15 

2.93  1 

IMC  Fertilizer  Group  :6) 

251.0 

-7 

893.3 

2 

20.0 

-37 

88.8 

2 

8.0 

1 1.7 

16.4 

7 

4.77  1 

Intl.  Minerals  &  Chemical  |6i  - 

31 1.4 

43 

835.7 

4 

7.5 

-74 

74.0 

16 

2.4 

13.2 

8.8 

14 

3.54  1 

Loctite  t 

114  9 

g 

352  2 

g 

2 1 

26 

12.6 

11.2 

24  8 

1  J 

0. 1  /  ■ 

Lubrizol 

274.7 

4 

947.3 

12 

21.4 

100 

78.1 

38 

7.8 

4.0 

23.3 

9 

4.02  1 

Monsanto 

2061.0 

2 

6674.0 

4 

126.0 

9 

589.0 

8 

6.1 

5.7 

16.4 

13 

9.36  1 

ITIUl  IWII  1 1 1 1  d  1  lU  1 1  Wl  lU  1  \0/ 

354.8 

1 0 

1090.8 

1  ] 

26.0 

-21 

59.0 

—37 

7.3 

10.3 

10.0 

20 

1.88 1 

Oiin 

580.0 

7 

1909.0 

13 

24.0 

26 

93.0 

21 

4.1 

3.5 

18.8 

11 

5.53! 

Rexene 

139.7 

-25 

471.7 

-12 

-9.1 

NM 

28.1 

-69 

NM 

19.1 

34.6 

NA 

naI 

Rohm  &  Haas 

623.0 

1 

2037.7 

5 

32.6 

-35 

155.0 

-17 

5.2 

8.0 

15.3 

11 

2.971 

Schulman  (A.)  4 

142.6** 

-2 

464.4 

2 

8.7 

5 

24.0 

10 

6.1 

5.7 

19.6 

13 

2.30 1 

Sterling  Chemicals  3 

103.1 

-39 

415.2 

-26 

7.6 

-85 

56.8 

-69 

7.4 

29.5 

83.8 

5 

1.77| 

Union  Carbide 

2141.0 

2 

6659.0 

8 

139.0 

-35 

526.0 

5 

6.5 

10-1 

31.7 

5 

4.91  1 

5  CONGLOMERATES  | 

INDUSTRY  COMPOSITE 

32461.1 

6 

98046.1 

8 

1751.5 

1  1 

5358.3 

12 

5.4 

5.2 

15.0 

13 

3.78 1 

Allied-Signal 

2827.0 

-1 

8884.0 

0 

121.0 

2 

413.0 

15 

4.3 

4.2 

15.0 

10 

3.47 1 

Dart  Group 

226.2** 

58 

664.0 

83 

2.6 

-15 

10.8 

-15 

1.2 

2.2 

8.0 

8 

10.90| 

Figgie  International 

314.6 

9 

975.5 

14 

16.1 

19 

44.6 

10 

5.1 

4.7 

17.2 

9 

9.03 1 

Fuqua  Industries 

233.7 

-5 

712.2 

0 

0.9 

-88 

9.0 

-90 

0.4 

3.0 

-1.6 

NM 

-0.30 1 

General  Electric 

12828.0 

7 

37934.0 

11 

945.0 

16 

2766.0 

16 

7.4 

6.8 

18.7 

'4 

4.181 

General  Host  n 

109.0 

13 

392.3 

9 

0.5 

NM 

1.7 

-19 

0.5 

NM 

-2.7 

NM 

-0.21 1 

Greyhound 

906.2 

6 

2673-4 

8 

30.2 

17 

80.7 

16 

3.3 

3.0 

10.0 

12 

2.661 

ITT 

4900.0 

4 

15000.0 

6 

221.0 

-4 

665.0 

4 

4.5 

4.9 

12.2 

10 

6.20I 

Pall  5 

144.0 

17 

396.5 

15 

23.8 

25 

49.4 

0 

16.6 

15.5 

16.2 

23 

1.5l| 

Penn  Central 

468.9 

30 

1256.2 

17 

29.2 

-10 

148.8 

99 

6.2 

9.0 

8.9 

11 

2.37! 

Premark  International 

615.5 

9 

1894.1 

9 

13.5 

-29 

59.6 

-33 

2.2 

3.4 

12.0 

13 

2.6l| 

Teledyne 

1 128.4 

4 

3404.0 

3 

78.7 

2 

196.0 

-33 

7.0 

7.1 

13.4 

13 

26.32I 

Tenneco 

3210.0 

6 

10194.0 

6 

90.0 

84 

379.0 

115 

2.8 

1.6 

5.8 

38 

1.581 

Textron 

1734.8 

1 

5407.0 

2 

59.5 

-5 

191.6 

-4 

3.4 

3.7 

10.9 

9 

3.00| 

TRW 

1792.0 

8 

5421.0 

3 

60.0 

-12 

199.0 

-3 

3.3 

4.1 

16-3 

11 

4.181 

Whitman 

1022.9 

14 

2838.1 

15 

59.4 

31 

144.3 

36 

5.8 

5-1 

59-9 

16 

1.831 

6  CONSUMER  PRODUCTS  | 

INDUSTRY  COMPOSITE 

45305.3 

18 

131532.8 

18 

3282.7 

20 

8317.9 

17 

7.2 

7.1 

25.2 

17 

2.60 

(o)  APPAREL 

GROUP  COMPOSITE 

5788.6 

15 

1 5720.9 

14 

417.6 

34 

856.5 

8 

7.2 

6.2 

21.9 

15 

1.53 

Angelica  ' 

89.3 

1 1 

260.5 

9 

4.5 

12 

12.8 

8 

5.0 

4.9 

11.3 

14 

1.88 

Brown  Group  i 

428.0 

9 

1327-2 

1 1 

3.4 

-55 

11.9 

-63 

0.8 

2.0 

7.4 

23 

1.42 

Crystal  Brands 

265.8 

112 

664-7 

122 

11.5 

268 

15.1 

329 

4.3 

2.5 

11.8 

12 

2.90 

Fruit  of  the  Loom 

333.3 

29 

994.9 

31 

19.4 

25 

52.9 

45 

5.8 

6.0 

31.3 

9 

1.46 

Hartmarx  ID 

317.3 

10 

949.1 

10 

0.4 

-92 

13.3 

-41 

0.1 

1.9 

7.9 

16 

1.5C 

IntercO'iO) 

430.2 

-12 

1382.0 

-7 

41.5 

122 

-42.2 

NM 

9.6 

3.8 

NM 

NM 

-2.57 

Kellwood  s 

207.8 

20 

597.6 

16 

9.9 

14 

25.9 

15 

4.8 

5.0 

17.4 

10 

2.9S 

L  A.  Gear  ! 

215.0 

182 

450.7 

182 

22.0 

153 

43.4 

175 

10.2 

1  1.4 

79.0 

15 

2.83 

Leslie  Fay 

256.2 

16 

614.5 

19 

13.5 

3 

23.4 

33 

5.3 

6.0 

19.6 

10 

1.4< 

Liz  Claiborne 

410.4 

29 

1034.8 

16 

51.1 

62 

124.2 

48 

12.4 

10.0 

28.7 

14 

1.7 

Marcode  Groupi'  ii 

82.9 

24 

233.8 

16 

1.6 

180 

4.3 

81 

1.9 

0.8 

8.5 

13 

0.1: 

Nike  7 

602.6 

18 

1480-7 

24 

75.9 

33 

161.1 

40 

12.6 

11.2 

33-1 

13 

4.9i 

Oshkosh  B'Gosh 

107.9 

27 

251.8 

25 

14.0 

64 

29.3 

71 

13.0 

10.0 

28.0 

18 

2.1: 

Oxford  Industries  (Z 

146.7 

-1 

411.2 

-6 

4.0 

13 

7.6 

NM 

2.7 

2.4 

9.6 

12 

1.0- 

Phillips-Van  Heusen  'i  1) 

166.4 

16 

478.6 

14 

3.8 

29 

10.1 

82 

2.3 

2.0 

43.8 

14 

1.5< 

Reebok  International 

524.5 

-3 

1444.5 

-1 

49.9 

35 

140.0 

8 

9.5 

6.9 

19.2 

14 

1.2! 

Russell 

187.7 

25 

484.1 

28 

20.2 

22 

43.2 

19 

10.8 

11.0 

16.5 

16 

1.4! 

Stride  Rite  )| 

128.5 

21 

364-2 

26 

13.3 

23 

38.0 

39 

10.4 

10.2 

30.4 

13 

1.6i 

Tultex 

107.3 

27 

211-0 

12 

4.0 

3 

3.0 

-55 

3.7 

4.6 

13.2 

18 

0.6. 

VF 

695.4 

3 

1869-3 

-2 

52.0 

-3 

135.7 

0 

7.5 

8.0 

15.3 

13 

2.5" 

Wolverine  World  Wide 

85.3 

2 

215.7 

-3 

2.1 

18 

3.4 

10 

2.4 

2-1 

7-2 

10 

l.K 

(b|  APPLIANCES  &  HOME  FURNISH!- 

as 

GROUP  COMPOSITE 

3388.2 

24 

10258.3 

27 

99.0 

-6 

323.5 

-3 

2.9 

3.9 

13.7 

IS 

1.2< 

Bassett  Furniture  Industries  (11 

112.4 

1 

340.2 

0 

4.7 

-1 

12.9 

8 

4.2 

4.3 

7.1 

16 

2.3 

Best  Buy  9^ 

118.3 

1 

331.2 

-1 

0.6 

-50 

-3.1 

NM 

0.5 

0.9 

0.8 

98 

0.0 

Circuit  City  Stores  loi 

471.6 

19 

1443.1 

22 

16.9 

1 

57.8 

17 

3.6 

4.2 

24.9 

16 

1.5 

Emerson  Radio  91 

262.0 

25 

654.3 

30 

5.3 

62 

10.8 

430 

2-0 

1-5 

15-5 

15 

0.3' 
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g  Eastman  Kodak  Company,  1989 


Would  you  like  to  be  able  to  manage  documents 
the  way  you  manage  data?  You  can,  if  you 
capture  the  document  and  convert  it  to  an  image, 
so  it  can  be  managed  electronically 

Kodak  has  tools  that  make  it  easy.  You  simply 
replace  the  paper  document  with  a  picture  taken 
on  microfilm  or  electronically  scanned  onto  an 
optical  disk  or  a  magnetic  medium.  A  few 
keystrokes,  and  you  have  the  image  on-screen, 
complete  with  marginal  notes,  endorsements, 
diagrams  and  signatures.  You've  built  an 
image  base. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960A. 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3rd 

CHANGE 

9 

CHANGE 

3rd 

CHANGE 

9 

CHANGE 

3fd 

3fd 

EQUITY 

PRICE- 

M'.jii  1  no 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING! 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

S  MIL 

°'° 

S  MIL 

°° 

SMIL 

°° 

S  MIL- 

°° 

°° 

9-30 

10-20 

SHARE 

Heilig-Meyers  no[ 

90.2** 

5 

278.1 

8 

3,8 

-14 

12.3 

-2 

4.2 

5.2 

10.3 

13 

1.57 

Highland  Superstores 

198.5 

-5 

710-9 

8 

-2,7 

NM 

-6,8 

NM 

NM 

0.8 

-4.8 

NM 

-0.32 

Intermark  |9i 

190.9** 

7 

573.0 

10 

-5,9 

NM 

-12,8 

NM 

NM 

NM 

-8.9 

NM 

-0.62 

Intor  Inn  lAi 

139.1 

5 

448.2 

9 

3,9 

25 

2 1 .6 

48 

2.8 

2.4 

20.3 

14 

4.37 

Kimboll  Intcrnationol  (6} 

154.3 

14 

463.9 

17 

10,1 

42 

28.7 

25 

6.6 

5.3 

15.1 

13 

1.76 

La-Z-Boy  Chair  (8) 

1 17.7 

3 

41 1.6 

7 

2.3 

-33 

18.1 

-5 

1.9 

3.0 

13.7 

13 

1.48 

Leggett&  Piatt 

251.3 

16 

748.1 

25 

12,1 

49 

35,6 

25 

4.8 

3.7 

16.8 

13 

2.61 

Mark  IV  Industries  {10) 

213.2 

96 

708.4 

124 

9,0 

27 

20.2 

5 

4.2 

6.5 

21.9 

9 

2.27 

796.5 

62 

2288.6 

63 

29,3 

-18 

91,7 

-1 1 

3.7 

7.3 

13.0 

1 6 

1 .32 

Pier  1  Imports  DOi 

134.9 

25 

360.5 

24 

7,3 

0 

18,9 

21 

5,4 

6.7 

13.6 

18 

0.68 

Toro  15) 

137.5 

16 

498.4 

4 

2.3 

15 

17,4 

10 

1,6 

1.7 

22.4 

10 

2.10 

(c)  BEVERAOES 

GROUP  COMPOSITE 

10527.7 

13 

29761.7 

1  1 

936.8 

13 

2575.8 

18 

8.9 

8.9 

26.5 

19 

2.79 

Anheuser-Busch 

2486.5 

6 

7171.4 

6 

238.3 

5 

639,1 

8 

9.6 

9.7 

27.1 

15 

2.67 

Brown-Forman  (8) 

222.1 

-5 

691.4 

-7 

29.9 

29 

109,1 

54 

13.5 

9.9 

27.7 

15 

5.38 

Coca-Cola 

2302.6 

8 

6716.9 

6 

361.3 

22 

966.6 

19 

15.7 

13.9 

41.0 

21 

3.38 

Coco-Colo  Bottling 

101.5 

17 

291.5 

17 

-0.3 

NM 

-1.2 

NM 

NM 

1.3 

-2.6 

NM 

-0.56 

Coco-Colo  Enterprises 

1022.1 

0 

2970.1 

0 

12.7 

-68 

65.0 

-31 

1.2 

3.9 

6.8 

21 

0,79 

General  Cinema  121 

491.3 

26 

1467.9 

18 

25,6 

960 

98.0 

156 

5.2 

0.6 

16.4 

20 

1.36 

PepsiCo 

3901.6 

25 

10452.6 

23 

269,3 

1 1 

699.3 

22 

6,9 

7.7 

25.7 

18 

3.36 

(d|  PERSONAL  CARE 

GROUP  COMPOSITE 

10438.4 

7 

30640.5 

9 

856.6 

31 

1853.9 

21 

8.2 

6.7 

26.9 

17 

3.88 

Alberto-Culver  3) 

192.2 

16 

555.0 

18 

9,4 

15 

23.9 

19 

4.9 

4.9 

19.5 

21 

2.25 

Avon  Products 

785.1 

8 

2267.7 

1 1 

34,6 

54 

80.3 

25 

4.4 

3,1 

44.6 

16 

1.86 

Chemed 

153.3 

5 

446,2 

26 

7,9 

25 

20.4 

21 

5.1 

4.3 

20.4 

15 

2.44 

Church  &  Dwight 

100.0 

13 

286,7 

1 2 

7,2 

52 

1 1.3 

-16 

7.2 

5.3 

13.0 

24 

0.69 

Clorox  61 

366.9 

1 1 

1103,5 

6 

45,9 

6 

123,7 

8 

12.5 

13.1 

18.8 

16 

2.67 

Colgate-Palmolive 

1259.9 

6 

3753,3 

7 

76,7 

63 

217,5 

44 

6,1 

3.9 

27.8 

21 

3.1 1 

Ecolob 

369.8 

10 

964,9 

7 

18,4 

-3 

22,5 

-25 

5.0 

5.6 

8.6 

21 

1.34 

Gillette 

921.6 

9 

2766,5 

6 

65,2 

2 

205,3 

-1 

7.1 

7.6 

587.7 

17 

2.65 

Helene  Curtis  Industries  do 

199.0 

27 

529,8 

23 

6,6 

33 

13.0 

42 

3.3 

3.2 

12.5 

19 

1.80 

NCH181 

153.2 

14 

453,5 

14 

10,2 

10 

28.8 

16 

6.7 

6.9 

20.3 

12 

4.22 

Noxell 

142.5 

8 

424,7 

6 

12,6 

7 

41,5 

7 

8.9 

9.0 

20.2 

26 

1.33 

Procter  &  Gamble  (61 

5575.0 

6 

16438.0 

9 

551.0 

38 

1032.0 

29 

9.9 

7.6 

25.5 

16 

8.08 

Stanhome 

134.2 

27 

390.2 

15 

8.7 

13 

27,5 

12 

6.5 

7,2 

29.4 

14 

2.14 

Stepon 

85.8 

-1 

260.4 

3 

2.3 

-31 

6,0 

-45 

2.7 

3,8 

12.6 

13 

1.55 

(e)  TOBACCO 

GROUP  COMPOSITE 

15162.4 

29 

45151.5 

31 

972.7 

18 

2708.3 

18 

6.4 

7.1 

27.2 

16 

2.80 

American  Brands 

3062.9** 

-2 

9031.4 

1 

166.4 

13 

458,8 

1 1 

5.4 

4.7 

22.0 

12 

6.1 1 

Philip  Morris 

1 1247.0** 

45 

33612.0 

46 

748,0 

20 

2083.0 

21 

6.7 

8.0 

28.8 

17 

2.62 

Universal  161 

678.8** 

-2 

2003.7 

10 

6,8 

-52 

21.0 

-43 

1.0 

2.0 

12.1 

14 

2.76 

UST 

173.7* 

10 

504.4 

9 

51.5 

17 

145.5 

19 

29.7 

27.8 

39.2 

17 

1.59 

/CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

4880.7 

12 

14248.0 

14 

356.1 

-2 

1049.9 

6 

7.3 

8.3 

21.4 

9 

3.98 

(a)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

1 133.1 

5 

3263.9 

5 

53.0 

3 

136.1 

-5 

4.7 

4.8 

12.5 

16 

2.24 

Ball 

321.2 

10 

915.7 

9 

13.2 

-1 1 

35.9 

-19 

4.1 

5.1 

6.6 

29 

1.00 

Constar  International 

135.5 

-3 

412.7 

2 

3.9 

63 

11.3 

34 

2.9 

1.7 

16.2 

13 

2.36 

Crown  Cork  &  Seal 

509.8 

5 

1456.3 

3 

29.0 

0 

75.4 

0 

5.7 

6.0 

15.1 

14 

3.52 

Heekin  Can 

88.5 

14 

232.3 

24 

4.6 

85 

8.8 

40 

5.2 

3.2 

23.4 

10 

3.70 

Van  Dorn 

78.1 

-5 

246.9 

-1 

2.3 

-16 

4.7 

-47 

3.0 

3.4 

8.1 

20 

0.91 

(bIPAPER 

GROUP  COMPOSITE 

3747.6 

15 

10984.1 

17 

303.2 

-2 

913.8 

8 

8.1 

9.5 

23.4 

8 

4.39] 

Bemis 

262.2 

-5 

807.7 

1 

12.1 

16 

32,4 

20 

4.6 

3.8 

18.0 

19 

1.7lj 

Federal  Paper  Board 

295.3 

16 

888.9 

19 

49,1 

41 

147.6 

73 

16.6 

13.6 

30.9 

5 

5.021 

Greif  Bros.  121 

107.1 

3 

322.9 

7 

5.7 

-10 

18.3 

-13 

5.3 

6.1 

11.4 

20 

2.25I 

Jefferson  Smurfit 

331.1 

7 

985,6 

5 

31.3 

-16 

103.2 

-3 

9.5 

12.0 

37.6 

1 1 

3.651 

Longview  Fibre  (2i 

177,8 

5 

516,3 

8 

18.1 

-35 

52,9 

-28 

10.2 

16.4 

19.6 

10 

6.85) 

Potlatch 

318.4 

16 

91 1,9 

14 

35.1 

24 

96,8 

22 

1 1.0 

10.3 

19.2 

7 

4.60I 

Sonoco  Products 

402.5 

-2 

1251,1 

5 

25.8 

10 

78.9 

10 

6.4 

5.7 

21.3 

16 

2.361 

Stone  Container 

1373.3 

34 

3880.6 

41 

70.4 

-21 

220.8 

-5 

5.1 

8.7 

28.2 

5 

5.50I 

Temple-Inland 

479.9** 

6 

1419,1 

7 

55.6 

5 

163.0 

7 

1 1.6 

1 1.7 

17.9 

8 

7.60| 

8DISCOUNT&  FASHION  RETAILING  | 

INDUSTRY  COMPOSITE 

55323.9 

n 

72196.6 

13 

1314.3 

8 

5580.4 

19 

2.4 

2.5 

15.5 

17 

2.20| 

Alexander's  (5i 

93.6** 

-16 

357.8 

-13 

-1.7 

NM 

11,3 

NM 

NM 

NM 

18.2 

14 

4.20| 

Ames  Department  Stores  1  n ) 

1 160.6 

120 

3994.2 

144 

-8.4 

NM 

2,1 

-93 

NM 

1.5 

0.8 

NM 

0.061 

Baker  (J.)  (^11 

109.9 

70 

229.6 

33 

3.2 

43 

6.8 

15 

2.9 

3.5 

24.5 

19 

i.iol 

Carter  Havyley  Hale  Stores  |5| 

624.6** 

5 

2150.7 

7 

-7.3 

NM 

1 1.4 

31 

NM 

NM 

NM 

29 

0.341 

Charming  Shoppes  1111 

201.0 

13 

594.8 

16 

11,8 

30 

35.7 

78 

5.8 

5.1 

18.0 

15 

0.8U 

Child  World  (111 

136.6 

9 

676.7 

7 

-5,1 

NM 

12,6 

12 

NM 

NM 

4.7 

19 

0.8l| 

Consolidated  Stores  (1 11 

133.0 

-2 

480.5 

5 

0.0 

NM 

13,1 

-3 

0.0 

2.3 

1  1.4 

13 

0.38| 
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What's  the  best  medium  to  file  an  image  or 
data  in  secure,  retrievable  form?  Kodak  is 
expert  in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  higfi  end  to  low  end.  As  you  would  expect, 
we  are  a  leader  in  microfilm  products.  We  are 
also  a  leader  in  optical  and  magnetic  storage 
products.  The  14-inch  Kodak  optical  disk,  able  to 
hold  6.8  gigabytes  of  data,  is  the  highest- 
capacity  highest-performance  optical  disk  in  the 
world.  Verbatim  Corp.,  a  Kodak  company  offers 
a  family  of  diskettes,  including  one  with  a  Teflon^ 
coating  for  unprecedented  protection  against 
data  loss  due  to  accidents.  You  will  also  find  us  at 
the  forefront  of  erasable  optical  disk  technology. 
Choose  the  medium  according  to  your  applica- 
tion. Choose  us  because  we  offer  them  all,  with 
the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 

Teflon  li  a  trademark  of  DuPoni 
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MARGINS        RETURN  ON 

COMMON  12 


3rd 

UMAINUt 

9 

UMANuL 

3rd 

3rd 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

% 

5  MIL 

% 

S  MIL. 

S  MIL 

% 

% 

% 

9-30 

10-20 

SHARE 

CVN(4i 

171.9 

35 

511.7 

28 

7.4 

NM 

22.5 

233 

4.3 

NM 

16.6 

15 

1.32 

Dayton  Hudson  (i  l| 

3097.0** 

15 

10022.8 

12 

56.0 

96 

278.1 

44 

1.8 

1.1 

16.9 

16 

4.08 

Dillord  Department  Stores  mi 

629.2** 

14 

2109.3 

14 

18.8 

27 

104.0 

29 

3.0 

2.7 

14.6 

19 

3.74 

Dollar  General  0 11 

147.6 

1 

467.5 

2 

2.8 

15 

8.3 

20 

1.9 

1.6 

9.5 

19 

0.60 

Family  Dollar  Stores  (4i 

202.0 

19 

585.1 

12 

3.6 

-30 

16.1 

-29 

1.8 

3.0 

12.1 

15 

0.78 

Gapn  1) 

325.9 

23 

1059.5 

22 

14.1 

28 

61.4 

65 

4.3 

4.2 

30.6 

24 

2.46 

Genescodi) 

119.6 

4 

353.4 

7 

5.6 

57 

15.0 

71 

4.7 

3.1 

15.1 

9 

0.98 

Grossman's 

306.2 

-5 

869.6 

2 

13.1 

30 

16.3 

29 

4.3 

3.1 

16.2 

9 

0.64 

Hancock  Fabrics  i  n  i 

78.0 

1  1 

244.9 

10 

5.2 

16 

17.7 

18 

6.6 

6.3 

24.5 

16 

1.84 

Hechingeru  i) 

336.9 

19 

857.6 

24 

9.8 

-35 

30.0 

-14 

2.9 

5.3 

10.9 

13 

1.14 

Hills  Department  Stores  ( 1 1 1 

431.0 

28 

1402.3 

21 

-9.5 

NM 

-3.6 

NM 

NM 

NM 

NM 

NM 

-0.13 

Home  Depot  111) 

704.0 

36 

1870.3 

40 

30.8 

43 

75.6 

33 

4.4 

4.2 

20.9 

30 

1.19 

House  of  Fabrics  I1 1| 

81.3 

13 

261.6 

10 

-0.1 

NM 

5.9 

-12 

NM 

0.6 

10.0 

13 

1.50 

Jacobson  Stores  i  n ) 

83.9** 

16 

292.8 

13 

-0.6 

NM 

9.0 

32 

NM 

NM 

14.8 

14 

1.96 

Jameswaymi 

201.1 

1 1 

626.5 

12 

0.9 

-43 

3.5 

-39 

0.5 

0.9 

5.9 

16 

0.54 

K  martii  1| 

7088.0** 

5 

21771.0 

6 

145.0 

-11 

632.0 

4 

2.0 

2.4 

15.0 

9 

3.78 

Lands'  End  mi 

104.2 

23 

400.9 

34 

2.2 

-54 

23.0 

6 

2.1 

5.6 

28.9 

19 

1.42 

Limited  mi 

990.3 

1 1 

3310.9 

22 

63.8 

108 

229.1 

94 

6.4 

3.4 

29.1 

22 

1.66 

Lowe's  n  ii 

746.2 

6 

1917.9 

7 

29.9 

13 

56.3 

34 

4.0 

3.8 

1 1.6 

15 

1.95 

May  Department  Stores  m) 

2042.0** 

2 

8139.0 

18 

71.0 

27 

41 1.0 

18 

3.5 

2.8 

19.1 

13 

3.56 

Melville 

1830,7 

13 

5035.0 

12 

74.1 

12 

160.0 

7 

4.0 

4.1 

21.2 

16 

3.29 

Mercantile  Stores  i n i 

505.0** 

3 

1749.8 

5 

16.5 

-12 

100.9 

8 

3.3 

3.8 

14.0 

12 

3.84 

Merry-Go-Round  Enterprises  in) 

90.3 

53 

271.0 

42 

1.5 

297 

9.4 

95 

1.7 

0.7 

20.2 

20 

0.88 

Meyer  (Fred)  mi 

487.7 

3 

1676.1 

10 

7.4 

-30 

28.5 

-5 

1.5 

2.3 

12.3 

15 

1.36 

Neiman-Marcus  Group  |3| 

344.2 

26 

1 136.1 

23 

-3.2 

NM 

15.3 

230 

NM 

NM 

NM 

NM 

0.03 

Nordstrom  mi 

729.1 

13 

2006.4 

20 

38.5 

5 

109.0 

22 

5.3 

5.7 

18.7 

25 

1.57 

Oshman's  Sporting  Goods  mi 

80.1 

7 

244.8 

-2 

-0.2 

NM 

3.7 

-83 

NM 

NM 

2.6 

35 

0.35 

Pace  Membership  Warehouse 

351.9 

26 

1 173.0 

31 

1.9 

43 

8.7 

63 

0.6 

0.5 

8.7 

31 

0.74 

Penney  (J.  C.)(") 

3512.0 

5 

11870.0 

3 

98.0 

21 

661.0 

34 

2.8 

2.4 

24.4 

1 1 

6.16 

Petrie  Stores  |i  i) 

293.7 

3 

958.5 

6 

3.5 

-3 

29.4 

-13 

1.2 

1.3 

5.7 

32 

0.76 

Price  |4| 

1212.0** 

23 

3333.0 

20 

31.4 

30 

78.2 

22 

2.6 

2.4 

23.3 

20 

2.36 

Rose's  Stores  ii  ii 

347.3 

0 

1 120.4 

6 

-3.0 

NM 

8.1 

16 

NM 

NM 

6.1 

12 

0.62 

Ross  Stores  mi 

173.9 

20 

529.1 

17 

7.1 

16 

26.8 

61 

4.1 

4.2 

37.2 

17 

1.21 

Sears,  Roebuck 

13176.5** 

5 

38618.3 

8 

252.5 

-21 

843,7 

-1 

1.9 

2.5 

7.8 

14 

2.89 

Service  Merchandise 

622.0 

4 

1904.2 

6 

-1 1.7 

NM 

-2.3 

NM 

NM 

0.1 

20.0 

7 

1.55 

Spiegel 

372.1** 

1 1 

1023.4 

22 

10.8 

65 

23.8 

47 

2.9 

1.9 

18.1 

17 

1.24 

Stra wbridge  &  Clothier  ( n  i 

202.2** 

5 

715.4 

8 

1.7 

184 

24,2 

13 

0.9 

0.3 

13.2 

12 

3.29 

Tiffany  mi 

85.9 

37 

262.2 

31 

5.6 

43 

22,6 

37 

6.5 

6.2 

25.4 

27 

1.80 

TJXmi 

500.3 

15 

1533.9 

18 

12.9 

46 

54,3 

37 

2.6 

2.0 

18.4 

16 

1.13 

Toys'R'  Usui) 

775.5 

13 

3432.6 

19 

23.5 

2 

247,2 

24 

3.0 

3.4 

19.1 

28 

1.39 

U.  S.  Shoe  mi 

591.0 

9 

1846.8 

10 

5.9 

NM 

31.6 

688 

1.0 

NM 

6,3 

26 

0.73 

Wabaniiii 

526.8 

29 

1461.5 

NA 

8.8 

52 

19.6 

NA 

1.7 

1.4 

9.2 

NA 

NA 

Wal-Mart  Stores  |ii  I 

6046.4 

25 

17950.4 

27 

219.0 

22 

740.5 

28 

3.6 

3.7 

27.4 

27 

1.63 

Wholesale  Club  mi 

136.8 

45 

380.6 

43 

1.3 

82 

3.9 

38 

0.9 

0.7 

8.2 

25 

0.61 

Wool  worth  111) 

1983.0** 

7 

6406.0 

1 1 

48.0 

12 

228.0 

9 

2.4 

2.3 

16.0 

13 

4.55 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE  22238.2 

7 

65590.6 

8 

1 1 50.0 

-2 

3546.8 

1 

5.2 

5.6 

12.8 

16 

2.28 

(a)  ElEORICAL  PRODUaS 

CROUP  COMPOSITE 

6025.8 

7 

17650.7 

8 

399.7 

8 

1126.7 

8 

6.6 

6.6 

18.8 

12 

3.40 

Ametek 

146.6 

1 1 

435.8 

1 1 

8.8 

-6 

31.0 

2 

6.0 

7.1 

18.7 

17 

0.81 

Cooper  Industries 

1289.7** 

18 

3678.8 

20 

68.1 

19 

177.9 

19 

5.3 

5.2 

13.9 

14 

2.46 

Genlyte  Group 

123.4 

5 

381.2 

4 

2.8 

8 

9.1 

4 

2.3 

2.2 

27.8 

13 

0.91 

Hubbell 

164.3 

9 

494.4 

8 

19.1 

12 

59.1 

12 

11.6 

11.3 

19.4 

15 

2.85 

MagneTek  i6i 

237.6 

5 

742.5 

6 

5.3 

45 

20.0 

21 

2.2 

1.6 

20.1 

12 

1.02 

National  Service  Industries  |4) 

405.4 

8 

1  167.7 

9 

26.0 

10 

71.8 

10 

6.4 

6.3 

15.9 

15 

1.92 

Square  D 

410.8 

2 

1237.5 

9 

31.4 

-5 

92.6 

5 

7.6 

8.2 

19.2 

11 

4.69 

Thomas  Industries 

120.1 

35 

320.1 

22 

3.9 

-4 

13.6 

-1 

3.3 

4.6 

13.3 

11 

1.71 

Westinghouse  Electric 

3127.8 

2 

9192.7 

4 

234.4 

7 

651.7 

6 

7.5 

7.2 

21.4 

11 

5.89 

(b|  ElEaRONICS 

GROUP  COMPOSITE 

8119.6 

14 

23662.9 

12 

368.0 

I 

1189.8 

8 

4.5 

5.1 

15.4 

13 

4.14 

E-Systems 

401.8 

6 

1192.7 

13 

21.3 

9 

59.8 

10 

5.3 

5.1 

15.4 

14 

2.57 

General  Instrument  iioi 

340.0 

12 

1014.4 

12 

23.0 

6 

65.8 

5 

6.8 

7.1 

13.3 

15 

2.64 

Harris  16) 

722.7 

68 

2015.2 

47 

25.6 

1 1 

90.8 

43 

3.5 

5.4 

12.5 

12 

3.07 

Litton  Industries  (S| 

1322.1 

I 

3794.0 

3 

46.6 

7 

134.7 

7 

3.5 

3.3 

14.7 

13 

7.05 

Loral  (9) 

295.7 

1 

855.3 

-1 1 

19.8 

27 

53.1 

5 

6.7 

5.3 

12.9 

12 

2.74 

Motorola 

2408.0 

20 

6968.0 

15 

89.0 

2 

366.0 

14 

3.7 

4.3 

13.6 

16 

3.77 

Raytheon 

2189.0 

10 

6551.7 

10 

137.4 

8 

391.9 

8 

6.3 

6.4 

23.1 

1 1 

7.86 

United  Industrial 

76.3 

-5 

215.4 

-8 

4.3 

7 

5.5 

-52 

5.7 

5.0 

10.9 

15 

0.85 

Varian  Associates  (3) 

364.1 

18 

1056.3 

17 

1.0 

-96 

22.2 

-51 

0.3 

7.9 

7.2 

15 

1.53 

Id  INSTRUMENTS 

GROUP  COMPOSITE 

360S.2 

3 

II  166.6 

4 

137.3 

916 

432.5 

149 

3.8 

0.4 

0.3 

NM 

0.04 

Allen  Group 

90.6 

-2 

273.5 

7 

2.2 

-13 

7.8 

NM 

2.4 

2.7 

5.6 

14 

0.87 

Beckman  Instruments 

186. 

-2 

586.2 

3 

9.4 

1 

31.5 

1 

5.0 

4.9 

18.1 

13 

1.50 

Foxboro 

153.4 

20 

450.2 

13 

3.6 

35 

10.7 

81 

2.4 

2.1 

7.6 

20 

1.19 
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erospa 
erospa 
erospa 

>tospoi 

sp 

01.  15th  STREE 
PHONE.  202  2 


COMPANY 

SALES 

PROFITS 

MJU» 

GUIS 

RETURN  ON 

COMMON 

12 

3cd 

OIANGE 

9 

OIANGE 

M 

CHANGE 

9 

CHANGE 

3rd 

3ni 

EQUITY 

PRICE- 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING 

1989 

1968 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9.30 

10-20 

SHARE 

473.8 

7 

1440.8 

]  ^ 

17.9 

NM 

56  4 

NM 

3  8 

NM 

16  5 

14 

Honeywell 

1726.2 

0 

5173.7 

-1 

74.4 

NM 

212.1 

343 

4.3 

NM 

-15.2 

NM 

-6.43 

Imo  Industries 

188.6 

15 

567.7 

16 

5.6 

-30 

22.6 

17 

3.0 

4.9 

10.0 

9 

1./7 

Millipore 

157.9 

5 

485.7 

8 

10.0 

-22 

35.9 

-5 

6.3 

8.5 

13.6 

16 

1.89 

Perfcin-Elmer(5) 

211.6 

8 

727.0 

8 

13.2 

4 

40.8 

11 

6.2 

6.5 

7.6 

23 

1.08 

Tektronix  17) 

294.1 

—2 

1 089.8 

0 

-1.9 

NM 

2.4 

NM 

NM 

2.5 

2.0 

55 

0.34 

Terodyne 

122.3 

3 

371.9 

1 1 

2.8 

-29 

12.2 

100 

2.3 

3.3 

1.0 

NM 

0.10 

MSEMICONOUCrORS 

6MHIPCOIIPOSnE 

44S7.S 

-1 

131 10.6 

3 

245.0 

797.8 

-33 

5.5 

9.4 

11.2 

18 

1.43 

Advanced  Micro  Devices 

274.8 

-4 

819.4 

-7 

12.1 

68 

34.2 

-36 

4.4 

2.5 

-1.5 

NM 

-0.14 

AMP 

681.2 

8 

2117.0 

7 

68.8 

-5 

21 1.9 

-9 

10.1 

1 1.4 

19.5 

16 

2.77 

Analog  Devices  (2) 

113.3 

0 

342.5 

6 

7.7 

-29 

27.4 

2 

6.8 

9.7 

10.4 

12 

0.81 

AVX 

97.2 

-4 

310.9 

-2 

—8.2 

NM 

6.2 

-69 

NM 

7.2 

6.6 

28 

1.02 

Intel 

771.4 

-2 

2231.9 

4 

72.0 

-50 

268.3 

-27 

9.3 

18.2 

14.7 

18 

1.89 

LPL  Technologies 

158.8 

12 

459.0 

3.5 

88 

23.8 

351 

2.2 

1.3 

77.9 

5 

3.54 

Micron  Technology  Ml 

103.0 

-9 

336.0 

31 

16.0 

-63 

73.9 

-17 

15.5 

38.2 

23.1 

4 

2.85 

Molex  (6) 

143.2 

3 

432.7 

7 

14.7 

-6 

48.3 

1 

10.3 

11.4 

13.2 

17 

2.25 

Notional  Semiconductor  (7) 

397.6 

-11 

785.5 

-6 

-21.9 

NM 

-191.5 

NM 

NM 

3.1 

-24.4 

NM 

-2.02 

Texas  Instruments 

1538.5 

2 

4663.1 

I 

65.0 

-31 

255.8 

-6 

4.2 

5.9 

16.5 

9 

3.74 

Thomas  &  Betts 

131.3 

4 

404.9 

5 

12.1 

-13 

41.6 

-7 

9.2 

11.0 

17.1 

15 

3.26 

VLSI  Technology 

77.1 

31 

207.8 

33 

3.3 

44 

-2.3 

NM 

4.2 

3.9 

0.4 

NM 

0.03 

10  FOOD 

UUHISTBT  COMPOSITE 

53S74UI 

II 

158477.6 

15 

1002.2 

-18 

3340.I 

-4 

1.9 

2.5 

20.5 

21 

1.74 

(a)FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

9101.5 

9 

2S488.I 

19 

94.0 

13 

296.7 

11 

1.0 

IJO 

14.1 

16 

1.65 

Di  Giorgio 

279.0 

8 

844.1 

11 

2.1 

-15 

6.6 

-4 

0.8 

1.0 

10.8 

17 

1.79 

Fleming 

2766.8 

4 

9168.1 

25 

17.8 

89 

59.2 

34 

0.6 

0.4 

11.5 

12 

2.64 

International  MultifoodsiiO) 

493.4 

8 

1476.1 

8 

7.6 

-9 

19.1 

-22 

1.5 

1.8 

10.4 

13 

2.28 

Richf  ood  Holdings  (8) 

262.3 

-7 

933.5 

6 

-0.4 

NM 

-4.5 

NM 

NM 

0.8 

-9.6 

NM 

-0.40 

Rylcoff-Sexton  isi 

345.0 

11 

998.1 

12 

3.9 

-19 

13.9 

4 

1.1 

1.6 

10.9 

14 

1.67 

Super  Food  Services  (4) 

527.7** 

7 

1300.7 

7 

5.8 

6 

12.4 

9 

1.1 

1.1 

15.8 

14 

2.21 

Super  Voiu  Stores  (lO) 

2549.2 

9 

8329.7 

10 

25.7 

4 

104.1 

10 

1.0 

1.1 

16.8 

14 

1.85 

Sysco  (61 

1878.0 

21 

5437.7 

42 

31.6 

21 

85.9 

24 

1.7 

1.7 

17.6 

21 

1.26 

(b)FOOD  PROCESSING 

20735.2 

1 1 

60320.3 

1 1 

646.3 

—23 

2292.1 

3.1 

4.5 

20.9 

20 

2.34 

American  Maize-Products 

161.8 

7 

465.7 

14 

1.1 

-53 

9.0 

51 

0.7 

1.5 

2.8 

31 

0.67 

Campbell  Soupisi 

1302.2 

14 

4339.0 

18 

-194.7 

NM 

-56.3 

NM 

NM 

6.3 

0.7 

NM 

0.10 

ConAgra  (7| 

4008.0 

43 

9730.8 

29 

50.0 

31 

152.9 

33 

1.2 

1.4 

21.9 

15 

2.57 

CPC  International 

1286.1 

6 

3804.7 

8 

87.2 

14 

238.0 

15 

6.8 

6.3 

25.7 

16 

4.11 

Dean  Foods  (7) 

427.0 

12 

1295.5 

10 

12.8 

5 

47.3 

46 

3.0 

3.2 

20.8 

15 

2.31 

Flowers  Industries  (6| 

193.1 

13 

626.3 

9 

5.2 

-36 

18.6 

-43 

2.7 

4.7 

12.8 

26 

077 

General  Mills  (7) 

1501.8 

12 

4396.6 

15 

107.2 

18 

247.2 

17 

7.1 

6.8 

43.5 

17 

4.05 

Gerfoer  Products  (9| 

290.7 

6 

844.9 

9 

27.1 

11 

77.6 

34 

9.3 

8.9 

29.0 

19 

2.51 

Heinz  (H.  J.)  (81 

1451.9 

5 

4448.7 

8 

126.5 

15 

346.8 

15 

8.7 

8.0 

25.3 

18 

1.73 

Hershey  Foods 

682.4 

14 

1740.1 

16 

52.2 

25 

117.0 

19 

7.7 

7.0 

15.7 

20 

1.81 

Hormel  (Geo.  A.)  (2) 

564.0 

3 

1641.4 

0 

14.3 

24 

37.8 

20 

2.5 

2.1 

15.0 

17 

1.73 

IBP 

2307.7 

0 

6884.5 

3 

11.7 

-50 

21.6 

-45 

0.5 

1.0 

9.1 

16 

0.94 

Kellogg 

1195.4 

5 

3563.5 

9 

123.1 

-16 

362.2 

-5 

10.3 

12.8 

30.4 

19 

3.81 

Lance 

100.5 

10 

300.6 

10 

11.2 

20 

30.6 

4 

11.1 

10.1 

19.5 

18 

1.28 

McCormickd) 

314.1 

4 

884.5 

3 

16.7 

52 

32.2 

76 

5.3 

3.7 

14.8 

20 

2.21 

Quaker  Oafs  (6) 

1442.1 

1 

4385.1 

3 

55.7 

24 

168.6 

-21 

3.9 

3.1 

18.4 

24 

2.65 

Sara  Lee  (6| 

2748.0 

0 

8640.1 

6 

93.8 

24 

291.5 

22 

3.4 

2.7 

26.4 

17 

3.60 

Seaboard 

121.6 

7 

373.0 

25 

2.7 

-74 

17.4 

-8 

2.2 

9.1 

12.6 

9 

15.71 

Smithfield  Foods  (S) 

171.9 

-6 

561.4 

S 

-1.6 

NM 

4.4 

-69 

NM 

1.1 

18.7 

15 

0.87 

Smucker  ( J.  M.)  (8) 

100.1 

14 

278.6 

15 

8.1 

10 

20.8 

13 

8.1 

8.3 

18.7 

19 

3.86 

WLR  Foods  (61 

122.7 

7 

352.3 

16 

5.7 

60 

16.0 

279 

4.6 

3.1 

21.1 

8 

2.81 

Wrigley  (Wm.)  Jr. 

242.3 

4 

763.1 

11 

30.3 

32 

90.8 

23 

12.5 

9.9 

31.5 

16 

2.66 

|c)FOOD  RETAILING 

GROUP  COMPOSm 

24037.5 

13 

69669.3 

16 

261.8 

-12 

751.3 

-17 

1.1 

1.4 

24.1 

27 

0.88 

Albertson's  (11) 

1825.8 

10 

5528.4 

17 

45.6 

23 

141.9 

26 

2.5 

2.2 

20.9 

22 

2.69 

American  Stores  (i  i| 

5378.8 

18 

15980.9 

34 

24.6 

-19 

66.4 

-36 

0.5 

0.7 

7.3 

26 

2.30 

Bruno's  (6) 

531.2 

14 

1628.1 

9 

12.8 

23 

37.3 

18 

2.4 

2.2 

17.3 

21 

0.62 

Casey's  General  Stores  (8) 

135.1 

25 

343.0 

25 

2.4 

-27 

2.9 

-61 

1.8 

3.1 

8.3 

17 

0.54 

Grde  K  (8) 

1018.9** 

25 

2871.6 

36 

7.6 

-39 

-2.7 

NM 

0.7 

1.5 

1.3 

90 

0.06 

Dairy  Mart  Convenience  (i  ii 

142.8* 

2 

392.2 

1 

1.6 

-31 

-0.1 

NM 

1.1 

1.7 

3.8 

31 

0.26 

Delchamps  (6) 

234.7 

6 

687.4 

4 

3.0 

7 

12.4 

47 

1.3 

1.3 

16.1 

17 

1.73 

Food  Lion 

1106.3 

22 

3186.6 

25 

32.3 

13 

93.0 

19 

2.9 

3.2 

25.5 

28 

0.40 

Foodaramo  Supermarkets  (2) 

153.2 

20 

416.9 

12 

-0.2 

NM 

0.5 

-84 

NM 

1.1 

3.5 

32 

0.94 

General  Nutrition  (i  i| 

83.9 

3 

289.1 

4 

4.9 

113 

16.7 

940 

5.9 

2.9 

18.7 

10 

0.59 

Giant  Food  (10) 

732.8 

8 

2423.9 

9 

22.2 

9 

84.4 

24 

3.0 

3.0 

23.9 

16 

1.76 

Great  Atlantic  &  Pacific  Tea  (ioi 

2590.1 

11 

8463.2 

12 

35.6 

21 

111.6 

20 

1.4 

1.3 

14.0 

16 

3.69 

Hannoford  Brothers 

394.4** 

20 

1115.5 

23 

10.3 

27 

29.6 

33 

2.6 

2.5 

18.4 

21 

1.87 
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COMPANY  SAIES   PROFITS  

MARGINS        RETURN  ON 


COMMON  12 


3fd 

CHANGE 

9 

CHANGE 

3cd 

CHANGE 

9 

CHANGE 

3rd 

3rd 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

S  MIL 

% 

$  MIL 

% 

$  MIL 

% 

$  MIL 

9-30 

10-20 

SHARE 

Kroger 

5533.9 

-1 

14450.6 

0 

-4.0 

NM 

-21.6 

NM 

NM 

1.0 

NM 

NM 

-1  87 

National  Convenience  Stores  (6) 

285.6 

4 

810.8 

6 

7.4 

453 

-0.7 

NM 

2.6 

0.5 

-4.4 

NM 

-0.12 

Penn  Traffic  |i  l) 

715.9** 

31  1 

1670.4 

232 

-3.5 

NM 

-19.6 

NM 

NM 

0.9 

NM 

NM 

-5.32 

Quality  Food  Centers 

85.3 

59 

221.0 

45 

4.3 

152 

9.6 

113 

5.1 

3.2 

34.3 

23 

1.27 

Smith's  Food  &  Drug  Centers 

432.5 

20 

1253.5 

26 

7.2 

60 

18.9 

45 

1.7 

1.3 

NA 

NA 

NA 

Village  Super  Market  (3| 

181.6 

-1 

51 1.4 

5 

1.3 

-39 

3.7 

-24 

0.7 

1.1 

9,9 

11 

1.52 

Weis  Markets 

305.1 

5 

915.3 

6 

21.3 

4 

62.3 

5 

7.0 

7.0 

16.0 

16 

1.89 

Winn-Dixie  Stores  (6| 

2169.6 

7 

6509.6 

3 

25.1 

24 

104.8 

12 

1.2 

1.0 

17.8 

16 

3.49 

11  FUEL 


INDUSTRY  COMPOSITE 

83607.1 

5 

254532.7 

5 

3761.0 

-13 

12907.2 

1 

4.5 

5.4 

14.0 

14 

3.45 

(a)  COAk 

GROUP  COMPOSITE 

1087.4 

23 

2952.3 

17 

39.1 

14 

1 12.4 

3 

3.6 

3.9 

1 1.9 

13 

1.69 

Nacco  Industries 

372.2 

117 

780.8 

81 

13.8 

8 

35.0 

-3 

3.7 

7.4 

17.0 

10 

4.96 

Nerco 

174.5 

7 

495.6 

3 

1 7. 1 

51 

51.6 

-3 

9.8 

6.9 

15.3 

1 1 

1.87 

Pittston 

395.3** 

1 

1 226.9 

5 

2.3 

-78 

17.3 

-31 

0.6 

2.7 

6.5 

24 

0.77 

Westmoreland  Coal 

145.4 

-5 

449.0 

2 

5.9 

NM 

8.5 

NM 

4.0 

NM 

9.5 

14 

1.64 

{b)  OIL  &  CAS 

GROUP  COMPOSITE 

80156.4 

S 

244476.8 

5 

3547.7 

-15 

12354.9 

1 

4.4 

5.4 

14.2 

13 

3.63 

Am^mHn  H^cc 

1 183. 1  ** 

28 

4141-8 

35 

51 .8 

229 

405.5 

600 

4.4 

1.7 

19.3 

7 

5.79 

American  Petrofina 

71 1.9 

2 

2278.2 

16 

15.1 

-57 

82.7 

-17 

2.1 

5.1 

1 1.0 

8 

9.46 

Amoco 

5850.0 

14 

17885.0 

14 

336.0 

-39 

1291.0 

-24 

5.7 

10.7 

12.1 

15 

3.23 

Ashland  Oil  |3| 

2132.5** 

2 

6004.5 

2 

-39.4 

NM 

-9.7 

NM 

NM 

3.2 

7.3 

25 

1.55 

Atlantic  Richfield 

3714.0* 

-19 

12010.0 

-13 

379.0 

-3 

1550.0 

30 

10.2 

8.5 

28.8 

9 

11.09 

Burlington  Resources 

416.6 

2 

1282.6 

-12 

33.2 

-31 

120.9 

NM 

8.0 

1 1.7 

5.4 

40 

1.15' 

Chevron 

7982.0*** 

1 2 

23924.0 

9 

417.0 

-1 

1 1 34.0 

-29 

5.2 

5.9 

8.7 

18 

3.82 

Crown  Central  Petroleum 

319.4 

6 

907.0 

4 

8.8 

-43 

1 7.9 

-22 

2.8 

5.1 

9.9 

8 

3.92 

Diamond  Shamrock  R&M 

517.0 

10 

1533.2 

13 

10.1 

-49 

51.9 

93 

2.0 

4.2 

19.7 

7 

3.01 

Exxon 

21473.0** 

9 

63709.0 

6 

1110.0 

-9 

2540.0 

-35 

5.2 

6.2 

13.4 

15 

3.05 

Holly  (51 

1 16.7 

16 

284.0 

1 

8.8 

27 

21.1 

24 

7.5 

6.9 

47.8 

8 

4.01 

Louisiana  Land  &  Exploration 

162.7** 

-10 

563.7 

-2 

7.8 

NM 

36.7 

NM 

4.8 

NM 

8.4 

31 

1.26 

Lyondell  Petrochemical 

1275.0 

8 

4029.0 

13 

73.0 

-54 

310.0 

-20 

5.7 

13.5 

NM 

NA 

NA 

Mapco 

595.4* 

30 

1598.7 

19 

22.4 

-5 

86.2 

-1 

3.8 

5.1 

19.7 

12 

2.95 

Mitchell  Energy  &  Dev.  ii  1) 

148.5 

13 

459.4 

4 

6.5 

NM 

17.7 

519 

4.4 

NM 

2.7 

NM 

-0.33 

Mobil 

13636.0*** 

4 

41689.0 

2 

532.0 

-4 

1362.0 

-14 

3.9 

4.2 

11.5 

13 

4.39 

Occidental  Petroleum 

4826.0 

-2 

15019.0 

6 

66.0 

-39 

226.0 

-26 

1.4 

2.2 

3.7 

35 

0.84 

Oryx  Energy 

295.0** 

-4 

905.0 

-7 

6.0 

NM 

40.0 

NM 

2.0 

NM 

2.5 

98 

0.40 

Phillips  Petroleum 

3030.0 

9 

9346.0 

10 

87.0 

-60 

474.0 

-8 

2.9 

7.7 

25.1 

10 

2.50 

Quaker  State 

207.3 

-2 

614.0 

-9 

1.7 

-61 

9.5 

-1 

0.8 

2.0 

4.8 

26 

0.57 

Sun 

2730.0*** 

11 

8300.0 

14 

85.0 

18 

271.0 

NM 

3.1 

2.9 

10.2 

12 

3.26 

Texaco 

8356.0** 

-4 

26415.0 

-1 

305.0 

11 

2126.0 

111 

3.7 

3.2 

30.3 

6 

9.40 

Union  Texas  Petroleum 

232.4 

-2 

905.6 

1 

20.6 

-26 

156.3 

65 

8.9 

11.7 

50.1 

11 

1.47 

Valero  Energy 

246.2 

36 

673.5 

15 

4.4 

-41 

34.3 

66 

1.8 

4.2 

5.6 

14 

1.08 

(c|  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

2363.4 

-6 

7103.7 

-3 

174.2 

14 

439.9 

2 

7.4 

6.1 

11.8 

24 

1.72 

Cameron  Iron  Works  |6) 

156.0 

9 

469.8 

16 

1 1.7 

175 

22.2 

NM 

7.5 

3.0 

6.4 

32 

0.73 

Dresser  Industries  |2| 

1004.1 

-9 

2868.4 

-3 

42.4 

35 

98.4 

59 

4.2 

2.9 

10  2 

18 

2.34 

Grace  Energy 

96.9 

12 

280.6 

6 

5.9 

33 

17.9 

1 1 

6.1 

5.1 

5.9 

NA 

NA 

Schlumberger 

1106.4 

-6 

3485.0 

-5 

114.2 

2 

301.4 

-16 

10.3 

9.5 

14.3 

27 

1.67 

12  HEALTH  CARE 

INDUSTRY  COMPOSITE 

28921.6 

10 

86314.8 

10 

2742.3 

9 

8498.3 

11 

9.5 

9.6 

24.6 

19 

2.77 

(a)  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

7129.6 

13 

21525.3 

13 

118.2 

18 

438.5 

17 

1.7 

1.6 

15.9 

17 

1.69 

Arbor  Drugs  isi 

78.0 

22 

232.6 

22 

2.5 

43 

7.6 

44 

3.2 

2.7 

18.2 

20 

0.96 

Bergeii  Brunswig  (4) 

997.8** 

1 1 

2955.2 

1 1 

10.7 

39 

35.6 

39 

1.1 

0.9 

19.1 

14 

1.85 

Big  Bi  i  1) 

89.5 

55 

278.1 

41 

1.2 

-17 

5.8 

-19 

1.4 

2.6 

9.4 

15 

0.87 

Bindlu  ^  Western  Industries 

376.4 

25 

1 1 12.9 

22 

1.2 

58 

3.1 

5 

0.3 

0.3 

7.8 

15 

0.59 

Cardinal  Distribution  (9) 

210.2 

28 

61 1.7 

30 

2.8 

53 

8.2 

61 

1.3 

1.1 

9.5 

16 

1.30 

Drug  Emporium  |I0) 

119.7 

21 

346.3 

19 

2.4 

29 

7.2 

46 

2.0 

1.9 

18.8 

17 

0.69 

Durr-Fillauer  Medical 

172.0 

16 

517.2 

20 

3.8 

14 

10.1 

28 

2.2 

2.3 

13.1 

13 

1.55 

Fay's  (11) 

139.8 

10 

420.8 

8 

3.0 

35 

9.2 

33 

2.2 

1.8 

18.9 

16 

0.74 

Genovese  Drug  Stores(n) 

91.1 

15 

312.2 

18 

0.4 

-65 

4.1 

-2 

0.4 

1.4 

13.7 

16 

0.71 

Longs  Drug  Stores  d  1 1 

503.4 

8 

1545.7 

10 

15.2 

9 

46.6 

10 

3.0 

3.0 

18.0 

15 

2.87 

McKesson  (9) 

1858.5** 

8 

5553.6 

9 

26.4 

28 

75.8 

10 

1.4 

1.2 

17.0 

16 

2.33 

Medco  Containment  Services  (6) 

219.4 

48 

620.5 

45 

-6.3 

NM 

9.2 

-48 

NM 

4.4 

5.6 

47 

0.35 

Perry  Drug  Stores  (2) 

163.9 

-1 

507.5 

2 

0.8 

NM 

5.8 

NM 

0.5 

NM 

19.5 

9 

0.95 

Rite  Aid  (101 

768.9 

14 

2342.7 

14 

20.3 

7 

80.7 

2 

2.6 

2.8 

14.9 

17 

2.35 

Walgreen  (4) 

1341.1 

12 

4168.5 

11 

33.7 

6 

129.5 

17 

2.5 

2.7 

19.3 

18 

2.50 

(b)»S!,IGS&  RESEARCH 

CROUP  COMPOSITE 

93;  7.6 

7 

27936.8 

8 

1410.9 

4 

4547.6 

10 

15.1 

15.6 

27.5 

20 

3.28 

Allergon 

206.4 

9 

595.4 

10 

26.7 

281 

67.5 

69 

12.9 

3.7 

NA 

NA 

NA 

American  Home  Products 

1507.9 

7 

4428.4 

5 

266.2 

11 

766.7 

11 

17.7 

17.0 

31.3 

15 

6.84 

Genentech 

100.0** 

23 

289.0 

18 

11.4 

115 

28.4 

-21 

1 1.4 

6.5 

3.1 

NM 

0.15 
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Fbr  power  (M?  value, 
if s  me  smart  idea  fax 


Fax  buyers  have  a  tough  choice:  Choose  a  fax 
with  lots  of  features-and  a  hefty  price  tag. 
Or  choose  a  low-priced  hx— without  some  of  the 
capabilities  that  make  fax  so  convenient. 

Now  there's  another  choice-the  dex®  150 
PowerFax^"  facsimile  from  Fujitsu.  It  combines  the 
most  useful  fax  features  with  one  you  won't  find  on 
any  other  fax  in  its  class-a  reasonable  price. 

With  a  dex  150  PowerFax^",  you  get  features 
you  won't  find  on  many  low-cost  facsimiles.  Like  an 
automatic  cutter.  A  full  20-page  memory.  And  an 
extra-large  operator  panel  that  makes  it  remarkably 
easy  to  program  up  to  228  one-touch  and  speed  dial 
phone,  fax  and  backup  fax  numbers-or  to  broad- 
cast a  message  to  multiple  locations. 

Then  there's  the  dex  150's  automatic  step-up 
modem  and  CCITT  error  correction  for  faster, 
more  accurate,  more  reliable  transmissions.  Plus 


conveniences  like  Fax  Forwarding^"  (a  memory 
storage  and  remote  retrieval  feature),  custom  head- 
ers and  voice  messaging  you'll  seldom  find  on  other 
facsimiles-at  any  price. 

Best  of  all,  every  dex  150  is  designed  and  built 
for  rugged  reliability,  by  a  world  leader  in  com- 
puters and  communications.  And  it's  backed  by  a 
dedicated  nationwide  fax  service  organization  with 
over  20  years  of  experience. 

When  you've  seen  Fujitsu's  dex  150  PowerFax™, 
you'll  know  it's  something  very  special-a  full- 
featured  fax  at  a  reasonable  price. 

For  complete  information,  contact  Fujitsu 
Imaging  Systems  of  America,  Corporate  Drive, 
Commerce  Park,  Danbury,  CT  06810.  Or  call: 
1-800-243-7046. 


del  IS  a  registered  trademark  and  Fax  Forwarding  and  PowerFax 
are  trademarks  of  Fujitsu  Imaging  Systems  of  America,  Inc 


FUJITSU 


The  global  computer  &  communications  company. 


In  meeting  the  challenges  of  corporate  Annerica, 
Credit  Suisse  USA  combines  the  essence  of  two  nations,  reliability  and  vision. 

Let  the  best  of  both  worlds  provide  you  with  the  financial  leadership 

to  compete  in  a  global  arena. 


Atlanta  ■  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco 


COMPANY  SALES   PROFITS 


MARGINS        RETURN  ON 

COMMON  i2 


3rd 

CHANGE 

9 

CHANGE 

3rd 

CHANGE 

9 

CHANGE 

3rd 

3rd 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1969 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

SMIL 

% 

S  MIL, 

% 

S  MIL 

% 

S  MIL 

% 

% 

% 

9-30 

10-20 

SHARE 

1045.1 

1  1 

3391.6 

12 

212.4 

24 

714.2 

22 

20.3 

18.2 

25.0 

21 

3.07 

^Aarion  Laboratories  |6| 

236.6 

15 

740.5 

22 

-100.8 

NM 

24.7 

-81 

NM 

23.3 

15.4 

72 

0.48 

^erck 

1632.8 

1 1 

4789.4 

9 

390.5 

25 

1 127.5 

25 

23.9 

21.2 

45.8 

21 

3.62 

*fizer 

1  4  JO.  J 

4 1 77  5 

217.5 

0 

594.0 

_9 

1 5. 1 

15.7 

17.1 

16 

4.36 

torer  Group 

260.5 

7 

778.7 

9 

19.6 

29 

41.8 

20 

7.5 

15  2 

20 

2  1 4 

Schering-Plough 

743.7 

3 

238 1 .0 

7 

114.0 

2 1 

360.2 

2 1 

1  O.J 

1  f\ 
1  •J.'J 

25  0 

1 8 

4  03 

Syntex  (5) 

321.1 

-3 

999.5 

4 

50,4 

-25 

208.7 

-6 

1  5.7 

20.3 

49.0 

1 7 

2.67 

Jpjohn 

717  1 

10 

22135 

g 

96  0 

7 

293.6 

3 

1 3.4 

13.7 

19.9 

20 

2.02 

tA/arner-Lambert 

1108.0 

7 

3152.4 

8 

106.9 

22 

320.3 

22 

9.7 

8.5 

37.8 

18 

5.87 

HEALTHCARE  SERVICES 

5ROUP  COMPOSITE 

3324.2 

16 

9741.9 

16 

151.1 

32 

355.8 

2 

4.5 

4.0 

13.1 

21 

1.38 

leverly  Enterprises 

533.7 

3 

1568.4 

4 

0.9 

NM 

-106.4 

NM 

0.2 

NM 

-33.3 

NM 

-2.22 

Community  Psychiatric  Centers  (i) 

77.0 

20 

241.5 

24 

16.9 

20 

55.5 

24 

22.0 

22.0 

17.5 

21 

1.57 

■HP  International  |6| 

2 1 0.0 

38 

596.2 

JO 

o.ts 

O/ 

1  O  Q 

1  T.O 

38 

3  2 

2  7 

47.5 

23 

2.16 

lumana  i4) 

1078.8 

19 

3149.5 

19 

66.7 

15 

201.4 

14 

6.2 

6.4 

20.4 

15 

2.56 

.Ifetime 

1 14.9 

21 

328.0 

17 

2.5 

90 

6.3 

74 

2.2 

1.4 

1 1 .5 

15 

1 .24 

^anorCare(7i 

173.1 

17 

492.5 

19 

6.6 

-4 

17.6 

NM 

3.8 

4.7 

1 1 .3 

23 

0.58 

National  Medical  Enterprises  {7) 

996.3** 

1 7 

2925  1 

1 5 

50  0 

22 

1 53  6 

2 1 

5  0 

4  8 

1 8.2 

1 4 

2.62 

Jniversal  Health  Services 

140.2 

5 

440.7 

6 

0.6 

394 

8.0 

28 

0.4 

0.1 

5.0 

16 

0.56 

MEDiCAL  PRODUaS 

BROUP  COMPOSITE 

9150.1 

9 

27110.8 

8 

1062.1 

13 

3156.4 

13 

11.6 

11.3 

25.5 

18 

2.72 

Abbott  Laboratories 

1310.3 

8 

3924.3 

8 

196.3 

14 

606.8 

15 

15.0 

14.2 

32.0 

18 

3.70 

ftard  (C.  R.) 

190.1 

-1 

588.3 

4 

9.9 

-51 

53.0 

-9 

5.2 

10.4 

22.0 

16 

1.32 

iausch  &  Lomb 

319.5 

27 

913.9 

28 

33.3 

16 

79.9 

16 

10.4 

1 1.4 

17.1 

17 

3.62 

iaxter  International 

1808.0 

6 

5438.0 

8 

102.0 

20 

307.0 

1 5 

5.6 

5.0 

1 1 .5 

1 5 

1 .44 

iristol-Myers  Squibb 

2319.6 

6 

6828.9 

6 

410.7 

16 

1099.5 

14 

17.7 

16.2 

35.2 

19 

2.78 

lohnson  &  Johnson 

2451.0 

1  1 

7286.0 

7 

265.0 

10 

879.0 

1 1 

10,8 

10.9 

28.3 

17 

3.20 

yAedtronic(8) 

191.9 

9 

576.5 

8 

24.4 

-4 

73.7 

5 

12.7 

14.4 

19.5 

17 

3.61 

^ine  Safety  Appliances 

100.2 

7 

304.6 

5 

6.0 

5 

19.3 

18 

6.0 

6.1 

11.8 

13 

4.13 

3wens  &  Minor 

261.3 

40 

675.8 

25 

1.3 

-39 

2.2 

-64 

0.5 

1.2 

5.7 

22 

0.53 

J.  S.  Surgical 

85.6 

22 

251.3 

17 

7.4 

26 

22.9 

32 

8.6 

8.3 

20.0 

22 

2.49 

Westmark  International 

1  12.6 

25 

323.1 

21 

5.7 

145 

13.0 

102 

5.1 

2.6 

6.8 

29 

1.66 

HOUSING  &  REAL  ESTATE 

NDUSTRY  COMPOSITE 

8731.6 

3 

25237.3 

5 

484.2 

-3 

1258.5 

0 

5.5 

5.9 

20.7 

12 

1.62 

BUILDING  MATERIALS 

GROUP  COMPOSITE 

6919.9 

4 

19978.8 

6 

420.2 

-9 

1097.4 

-6 

6.1 

6.9 

23.4 

12 

1.69 

Ameron  ()) 

120.9 

29 

31 1.0 

18 

4.2 

57 

9.1 

12 

3.5 

2.9 

9.5 

12 

3.24 

iornes  Group 

122.2 

1 

385.1 

2 

3.3 

-36 

12.9 

-13 

2.7 

4.3 

13.4 

13 

2.70 

CalMat 

188.2** 

3 

517.4 

3 

16.5 

-9 

46.9 

6 

8.8 

10.0 

11.8 

15 

1.91 

De  Soto 

103.3 

3 

323.4 

0 

-10.2 

NM 

-8.6 

NM 

NM 

NM 

-8.9 

NM 

-2.15 

hughes  Supply  (m 

133.8 

5 

385.6 

7 

2.0 

-18 

6.6 

-8 

1.5 

1.9 

9.8 

10 

1.87 

deal  Basic  Industries 

75.5 

13 

183.6 

6 

-5.2 

NM 

-26.1 

NM 

NM 

1.1 

NM 

NM 

-0.19 

Lofarge 

501.1 

17 

1 103.0 

13 

61.3 

8 

79.6 

9 

12.2 

13.3 

14.5 

10 

2.00 

Lone  Star  Industries  t 

101.0 

-6 

255.5 

-8 

1.8 

-67 

-7.9 

NM 

1.8 

5.1 

4.6 

16 

1.73 

Danville 

549.8 

1 

1622.7 

5 

40,4 

-20 

120.1 

3 

7.3 

9.3 

21.4 

14 

0.68 

Moland 

1 16.1 

-5 

342.5 

-1 

1.0 

-47 

3.3 

-36 

0.9 

1.6 

3.7 

24 

0.94 

Owens-Corning  Fiberglas 

743.0 

-2 

2129.0 

0 

37.0 

-35 

126.0 

-9 

5.0 

7.5 

NM 

6 

4.36 

Ply-Gem  Industries 

141.3 

38 

379.5 

27 

3.4 

-17 

9.2 

-33 

2.4 

4.0 

10.6 

13 

1.00 

PPG  Industries 

1360.1 

0 

4309.9 

3 

106.7 

-6 

363.8 

0 

7.8 

8.3 

21.4 

10 

4.19 

RPMiz) 

107.5 

1 1 

286.3 

10 

9.6 

17.3 

12 

8.9 

8.9 

17.1 

17 

1.12 

Sherwin-Williams 

596.0 

9 

1644.7 

9 

41.6 

10 

89.1 

8 

7.0 

6.9 

17.2 

13 

2.50 

Southdown 

162.0** 

5 

451.9 

14 

9.7 

58 

17.1 

37 

6.0 

4.0 

8.3 

17 

1.46 

Standard  Brands  Paint  (11) 

87.5 

7 

231.6 

3 

1.9 

26 

3.9 

NM 

2.2 

1.9 

10.6 

20 

0.71 

Tecumseh  Products 

314.9 

29 

1161.5 

39 

16.7 

16 

63.9 

22 

5.3 

5.9 

12.7 

9 

14.97 

Texas  Industries  |7| 

170.5** 

-1 

51  1.6 

4 

2.1 

-64 

6.9 

-44 

1.2 

3.4 

5.0 

29 

0.95 

TJ  International 

103.9 

7 

267.1 

10 

5,4 

-24 

13.3 

-9 

5.2 

7.3 

19.3 

13 

2.29 

Tyler 

108.2 

10 

308.7 

10 

3.1 

137 

4.6 

-12 

2.9 

1.3 

10.3 

20 

0.26 

USG 

559.8 

-5 

1667.6 

-2 

8.7 

65 

19.1 

-73 

1.6 

0.9 

NM 

8 

0.37 

Valspar|2| 

146.1 

7 

381.0 

6 

8.5 

24 

17.6 

27 

5.8 

5.0 

20.2 

16 

1.96 

Vulcan  Materials 

307.2 

3 

818.5 

4 

50.5 

2 

109.7 

-1 

16.4 

16.5 

21.1 

14 

3.31 

CONSTRUaiON  &  REAL  ESTATE 

GROUP  COMPOSITE 

1811.8 

0 

5258.6 

2 

64.1 

55 

161.1 

67 

3.5 

2.3 

10.0 

16 

1.19 

Blount  (10) 

197.2** 

-40 

637,1 

-26 

8.2 

NM 

10.7 

NM 

4.1 

NM 

-37.0 

NM 

-4.36 

Centex  (9| 

521.3** 

14 

1472.9 

15 

15.6 

49 

44.1 

100 

3.0 

2.3 

13.6 

10 

3.52 

Champion  Enterprises  1 1 0| 

81.8 

-13 

244.4 

-2 

-2.4 

NM 

-9.7 

NM 

NM 

NM 

-26.4 

NM 

-1.40 

Forest  City  Enterprises  (i  i| 

77.9 

13 

387.1 

-4 

0.9 

NM 

8.3 

202 

1.1 

NM 

8.3 

46 

1.01 

Grubb&  Ellis 

95.1** 

-4 

263.9 

0 

1.6 

-19 

0.2 

NM 

1.7 

1.9 

1.4 

63 

0.07 

Kaufman  &  Broad  Home  ii| 

278.0** 

22 

699.2 

7 

19.5 

58 

51.1 

65 

7.0 

5.4 

50.3 

8 

2.18 

lennar(ii 

98.9** 

3 

265.9 

1 

7.0 

4 

19.2 

2 

7.1 

7.0 

1 1.5 

7 

2.80 

Ryland  Group 

368.5 

7 

1004.4 

8 

10.9 

-22 

26.0 

-14 

3.0 

4.0 

20.1 

8 

2.73 

Skyline  (71 

93.1 

-4 

283.7 

1 1 

2.8 

-39 

11.3 

8 

3.0 

4.7 

10.0 

1 1 

1.37 

Footnotes  on  page  141 

PRORATE  SCOREBOARD  BUSINESS  WEEK/NOVEMBER  13,  1989 155 


Howre  you  going  to  do  it? 


Information  that  can  help  noiii'  company  rise  above  the  competition 
should  l)e  (juiclvK  and  ♦-asih  axailahle  to  e\ervone  who  needs  it 
Wliicli  is  \\h\  \ou  -hould  coii-idci-  the  important  net worlving  benefit 
ol  the  IBM  I'ersonal  Svsteni/2'  taiiilK  of  computer 


The  -Maoric  Of  PS/2  Networkincr.  The  PS/2  ^  is  an  idei 


platiorm  tor  a  wide  range  0}  conniumications.  It  not  onlv  connects 
e\er\ thing  ironi  the  computer  on  \our  flesk  right  up  to  \()ur 
mainlrame.  it  can  also  connect  vou  to  local  area  networlvs.  and  not- 
so-local  (lata  base  services  via  telephone  lines.  And  whih'  the 
PS/2  runs  DOS.  it  also  rims  OS/2-  EE.  the  feature-packed  operati 
system  from  IBM  that  helps  you  get  the  most  out  of  your  network. 


IBM  Personal  Syslefn/2  PS,'2  and  OS/2  are  reg-stered  traderrarKs  arxl  Mcid  Cnanne<  is  a  trademarV  of  IntematxxiaJ  Busrness  Macfiines  CorporatKyi  =  1989  IBM  Corp 


PS/2  it! 


fou  can  access  and  work  with  any  data  quickly  and  reliably, 
wing  everyone  to  be  more  productive.  And  when  you  combine 
faster  data  transferring  abilities  of  PS/2  s  Micro  Chanm 
h  OS/2  s  full  multitasldng  capabilities,  you  can  easily  com- 
nicate  back  and  forth  around  the  office  and  around  the  world 

The  Solution  Is  IBM.  Whether  your  business  is  big  or 
dl,  your  IBM  Authorized  Dealer  or  IBM  marketing 
-esentative  can  find  a  PS/2  networldng  solution  for  you 
a  dealer  near  you,  call  1  800  IBM-2468,  ext.  124 
1  see  how  being  better  connected  can  give  you 
nnpetitive  boost.  . 


Itis 

Roctet 
Science. 

itroducing  Eagle  Talon  TSi  /WD. 

This  sophisticated  sports  coupe  is  based  on  the  theory  that 
I  shortest  distance  between  two  points  isn't  always  a  straight 
e.  In  fact,  it's  more  than  hkely  that  in  your  travels,  you'll 
counter  a  road  that  curves. 

That's  why  Talon  comes  with  an  advanced  full-time  all-wheel 
ive  system.  So  you  can  hug  the  curves  and  grip  even  a  wet 
ad  surface  without  compromising  the  performance  of  Talon's 
-valve,  intercooled,  turbocharged  195  horsepower  engine. 
Talon's  cockpit  is  perhaps  the  epitome  of  the  phrase  "high- 
;h"  with  an  ergonomically  designed  interior  that  wraps 
Dund  the  driver.  Switches  are  within  easy  reach.  Gauges  are 
adily  visible.  Technology  and  power  are  yours  to  command. 
All  this  modern  full-time  all-wheel  drive  technology  is 
■p^HM^  protected  by  one  of  the  all-time  best  warranties. 
f  m%9  Chrysler's  exclusive  7/70  Protection  Plan.* 
st-drive  the  Eagle  Talon  at  your  Eagle  dealer  today.  For  more 
formation,  call  1-800-JEEP-EAGLE. 

rotects  engine  and  powertrain  for  7  year>>ur  70.000  miles  and  against  outerbody  rust-through 
7  years  or  100.000  miles  bee  limited  warrantv  at  dealer  Restrictions  apply 


Chrysler  Motors 
Newest  Dhdsion 

Buckie  up  for  safety 


COMPANY  SALES   PROFITS 


MARGINS        RETURN  ON 

COMMON  12 


3rd 

CHANGE 

9 

CHANGE 

3td 

CHANGE 

9 

CHANGE 

3rd 

3rd 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

OUARTER 

FROM 

MONTHS 

FROM 

OUARTER 

OUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1988 

1989 

1986 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

S  MIL 

S  MIL 

S  MIL 

SMIL 

% 

% 

% 

9-30 

10-20 

SHARE 

.EISURE  TIME  INDUSTRIES 


NDUSTRY  COMPOSITE 

I4S34.6 

13 

41222.5 

1  1 

560.4 

0 

1968.4 

3 

3.9 

4.4 

15.4 

24 

1.47 

ATING  PLACES 

iROUP  COMPOSITE 

3782.4 

9 

10933.0 

9 

270.8 

-3 

743.1 

3 

7.2 

8.0 

18.8 

18 

1.50 

kob  Evans  Farms  (8| 

108.3 

7 

318.7 

5 

7.6 

1 

22.7 

-5 

7.0 

7.4 

14.6 

14 

0.95 

lollins  Foods  International  (8| 

130.4 

1 

415.0 

0 

7.8 

4 

22.0 

9 

6.0 

5.8 

12.4 

16 

1.28 

(archer  (Carl)  Enterprises  111) 

122.9** 

18 

383.1 

21 

4.7 

-16 

14.6 

-1 

3.8 

5.4 

30.7 

14 

1.00 

uby's  Cafeterias  (4) 

75.2 

9 

216.3 

1 1 

8.1 

5 

22.8 

8 

10.8 

11.2 

18.7 

16 

1.62 

McDonald's 

1608.4 

12 

4492.1 

10 

217.9 

14 

555.6 

12 

13.5 

13.3 

20.1 

16 

1.90 

Morrison  |7| 

208.2** 

13 

645.8 

20 

6.2 

0 

23.5 

13 

3.0 

3.4 

18.2 

16 

1.80 

'iccadilly  Cafeterias  (6) 

75.8 

18 

219.4 

21 

3.1 

13 

8.1 

15 

4.2 

4.3 

13.6 

12 

1.23 

•honey's  (2) 

210.5** 

12 

650.7 

13 

6.2 

-57 

13.7 

-67 

2.9 

7.6 

NM 

25 

0.44 

iizzler  Restaurants  Intl.  (8| 

78.9 

6 

243.0 

5 

6.0 

13 

16.5 

10 

7.6 

7.1 

14.5 

16 

1.31 

Gl  Friday's 

97.2** 

-12 

287.8 

-6 

3.8 

0 

1 0.6 

1 2 

3.9 

3.5 

10.7 

1 9 

0.76 

W  Services 

981.7 

5 

2787.1 

6 

-3.3 

NM 

26.3 

-47 

NM 

2.7 

5.7 

54 

0.62 

/icorp  Restaurants  |2| 

84.7 

1 1 

274.1 

12 

2.6 

41 

6.7 

67 

3.1 

2.4 

-5.8 

NM 

-0.59 

NTERTAINMENT 

3861  *4 

24 

10605.4 

21 

—12.1 

NM 

273.6 

43 

NM 

0.1 

8.4 

41 

1.25 

\MC  Entertainment  |9) 

135.1  ** 

-1 

344.9 

-2 

7.3 

NM 

3.1 

NM 

5.4 

NM 

19.4 

14 

0.80 

Mockbuster  Entertainment 

106.4 

1 10 

272.1 

139 

13.1 

1  17 

28.5 

136 

12.3 

1  1.9 

23.6 

43 

0.47 

lommtron  (4| 

1 28.4** 

5 

38 1 .0 

8 

1 .7 

93 

4.9 

1 09 

1 .4 

0.7 

1 5.2 

1 3 

0.78 

MCA 

918.4** 

14 

2515.1 

22 

50.8 

-6 

120.1 

35 

5.5 

6.7 

1 1.2 

24 

2.68 

3rion  Pictures  (10) 

115,5 

1 1 

405.6 

12 

2.7 

4 

14.3 

62 

2.3 

2.5 

9.2 

29 

0.77 

'aramount  Communications  (2| 

950.6 

20 

2422.8 

14 

18.5 

-66 

24.9 

-66 

1.9 

6.9 

6.8 

41 

1.41 

/Varner  Communicaiions 

1507.1 

37 

4263.8 

25 

-106.2 

NM 

77.8 

204 

NM 

NM 

6.4 

66 

0.97 

lOTEL  &  MOTEL 

1AOSI  11 

12 

8942.8 

y 

1 78.8 

13 

477.8 

—8 

5.8 

5.7 

39.9 

22 

2.39 

laesars  New  Jersey  (5| 

92.3 

1 

250.1 

5 

9.7 

2 

22.9 

12 

10.5 

10.4 

20.2 

10 

2.21 

Caesars  World  isi 

235.7 

9 

671,3 

10 

16.4 

-3 

44.2 

-7 

7.0 

7.9 

29.5 

12 

2.72 

lircus  Circus  Enterprises  1111 

139.7 

2 

382.9 

2 

21.8 

5 

52.4 

-2 

15.6 

15.2 

56.8 

21 

2.39 

Hilton  Hotels 

248.5** 

5 

738.6 

6 

28.1 

3 

83.2 

-13 

11.3 

11.5 

13.9 

40 

2.45 

■lofiday 

452.7** 

6 

1296.9 

-7 

39.8 

54 

99.1 

-25 

8.8 

6.0 

NM 

23 

3.26 

Marriott 

1930.0 

16 

5603.0 

12 

63.0 

8 

176.0 

5 

3.3 

3.5 

30.8 

17 

2.12 

IkTUES  1  BICIIDE 

SROUP  COMPOSITE 

3791.9 

9 

10741.5 

7 

123.0 

0 

474.0 

-1 

3.2 

3.5 

13.9 

21 

1.16 

American  Greetings  (10) 

282.7** 

6 

891,2 

1 

5.0 

1 1 1 

36.8 

97 

1.8 

0.9 

8.6 

22 

1.52 

\nthony  Industries 

105.7 

21 

295.1 

32 

5.0 

25 

10.4 

33 

4.7 

4.6 

18.4 

9 

1.64 

Brunswick 

627.7 

-18 

2190.7 

-13 

-103.1 

NM 

-65.4 

NM 

NM 

5.6 

-5.3 

NM 

-0.54 

Carnival  Cruise  Lines  (I) 

405.2 

157 

921.6 

96 

84.4 

50 

172.3 

12 

20.8 

35.7 

26.3 

14 

1.59 

-leetwood  Enterprises  isi 

394.9 

-7 

1 167.2 

5 

15.6 

-18 

45.9 

9 

4.0 

4.5 

16.5 

9 

2.91 

3aloob  (Lewis)  Toys 

76.0 

52 

169.6 

80 

7.3 

56 

14.4 

335 

9.6 

9.4 

57.0 

7 

1.85 

rIarley-Davidson 

181.9 

9 

587.4 

13 

6.9 

18 

24.9 

25 

3.8 

3.5 

22.3 

1 1 

3.58 

riasbro 

403.0 

9 

992.7 

3 

31.3 

73 

68.2 

33 

7.8 

4.9 

12.1 

15 

1.51 

Huffy 

103.4 

50 

346.4 

31 

3.5 

NM 

13.1 

301 

3.4 

NM 

15.9 

13 

1.69 

iMattel 

410.0 

34 

877.6 

25 

38.0 

73 

58.9 

132 

9.3 

7.2 

45.6 

14 

1.41 

Polaroid 

437.7 

0 

1366.6 

3 

29.9 

NM 

98.5 

NM 

6.8 

NM 

54.1 

39 

1.17 

'onka 

274.2 

3 

625.8 

-1 

10.4 

112 

4.4 

NM 

3.8 

1.8 

14.7 

12 

1.51 

IVinnebago  Industries  (4) 

89.5 

-6 

309.5 

-5 

-1  1.3 

NM 

-8.4 

NM 

NM 

NM 

-3.2 

NM 

-0.19 

MANUFACTURING 


NDUSTRY  COMPOSITE 

20230.8 

9 

60641.3 

12 

1084.1 

-8 

3496.4 

6 

5.4 

6.3 

16.4 

14 

2.87 

3ENERAL  MANUFAaURING 

BROUP  COMPOSITE 

8154.9 

9 

24501.0 

12 

551.6 

-11 

1759.2 

0 

6.8 

8.3 

18.4 

15 

2.76 

Avery  International  1 1 1 

422.7 

1 1 

1282.6 

10 

18.9 

1 1 

63.3 

12 

4.5 

4.5 

16.8 

16 

1.92 

horning  t 

715.0 

14 

1828.3 

16 

75.9 

-38 

186.4 

-23 

10.6 

19.7 

14.4 

15 

2.60 

Irane 

376.3 

-1 

1 108.4 

14 

15.5 

1 1 

42.3 

15 

4.1 

3.7 

20.7 

14 

1.67 

-luorocarbon(li) 

84.1 

40 

235.5 

37 

1.7 

-31 

6.1 

-12 

2.1 

4.2 

14.4 

10 

1.28 

Harsco 

300.9 

-7 

1025.9 

9 

14.6 

29 

15.5 

-68 

4.8 

3.5 

-0.6 

NM 

-0,08 

Hexcel 

97.0 

7 

309  1 

5 

1.6 

-55 

6.7 

-42 

1.7 

4.1 

8.9 

12 

1.63 

Hillenbrand  Industries (i| 

274.6 

20 

829.6 

21 

16.2 

9 

54.7 

5 

5.9 

6.5 

18.6 

20 

1.94 

llinois  Tool  Works 

546.9 

13 

1613.5 

12 

40.9 

17 

122.3 

16 

7.5 

7.3 

18.8 

15 

2.94 

Jostens(6i 

129.5 

26 

547.0 

24 

2.5 

20 

45.1 

23 

1.9 

2.0 

24.6 

19 

1.40 

keystone  International 

95.8 

20 

276.0 

14 

9.1 

20 

26.3 

16 

9.4 

9.5 

18.9 

17 

1.05 

NAinnesota  Mining  &  Mfg. 

2994.0 

5 

9036.0 

5 

307.0 

4 

952.0 

8 

10.3 

10.3 

23.1 

14 

5.50 

Newell 

296.8 

12 

844.4 

15 

24.5 

30 

55.7 

39 

8.3 

7.1 

18.2 

19 

2.62 

3neida|ii| 

95.5 

20 

301,1 

20 

2.6 

13 

10.9 

-14 

2.8 

2.9 

16.5 

10 

1.89 

Philips  Industries  (9| 

246.1 

0 

747.5 

16 

11.5 

-17 

35.5 

-3 

4.7 

5.6 

17.0 

15 

1.55 

Kobertson  (H.  H.) 

139.3 

48 

371.9 

36 

1.4 

NM 

-1.9 

NM 

1.0 

NM 

-1.5 

NM 

-0.14 

liubbermaid 

351.5 

10 

1034.1 

14 

32.6 

16 

90.1 

15 

9.3 

8.8 

20.4 

23 

1.51 

Sealed  Air 

92.5 

8 

287.3 

12 

1.0 

-81 

5.9 

-69 

1.1 

6.5 

NM 

14 

1.49 

Teleflex 

78.4** 

3 

259.3 

10 

5.3 

5 

19.3 

14 

6.7 

6.6 

17.7 

14 

2.42 

Town  &  Country  (10) 

89.0 

132 

287.4 

136 

-3.5 

NM 

-2.7 

NM 

NM 

0.2 

2.7 

32 

0.24 
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COMPANY 


SALES 


PROFITS 


3rd 
QUARTER 
1989 
S  MIL 


CHANGE  9 
FROM  MONTHS 
1988  1989 
S  MIL 


CHANGE 
FROM 


3rd 
QUARTER 


CHANGE  9 
FROM  MONTHS 
1988  1989 
S  MIL 


MARGINS 

CHANGE         3rd  3rd 
FROM      QUARTER  QUARTER 
1988  1989  1986 


RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


PRICE- 
EARNINGS 
RATIO 
10-20 


12 

MONTHS' 
EARNINGS  1 
PER 
SHARE 


Trinova 

Valmont  Industries 


436.2 
186.4 


1436.4 
575.5 


12 
21 


-29.7 
4.1 


NM 
1 1 


13.1 
14.4 


-79 
39 


NM 

2.2 


4.6 
2.4 


6.0 
21.7 


22 
9 


1.12 
3.37 


Wyman-Oordon 

86.3 

65 

264.2 

34 

-2.2 

NM 

-1.8 

NM 

NM 

0.7 

0.2 

NM 

-0.03  ] 

(b)  MACHINE  &  MAND  TOOLS 

GROUP  COMPOSITE 

1 1 80.5 

6 

3530.1 

6 

75.7 

7 

238.1 

14 

6.4 

6.4 

17.0 

12 

2.82 

Clark  Equipment 

344.5 

6 

1014.4 

9 

16.9 

42 

46.9 

58 

4.9 

3.7 

14.1 

1 1 

3.58  ] 

Kennametai  |6| 

135.7 

21 

384.8 

15 

6.5 

8 

24.7 

26 

4.8 

5.4 

14.9 

1 1 

2.94 

Snap-on  Tools 

212.6** 

2 

671.1 

4 

23.4 

-14 

82.0 

-5 

11.0 

13.0 

20.4 

13 

2.66 

Stanley  Works 

487.7 

4 

1459.8 

3 

29.0 

13 

84.4 

15 

5.9 

5.5 

16.8 

13 

2.65  1 

Id  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

8849.1 

9 

26448.7 

13 

401.5 

-7 

1313.8 

10 

4.5 

5.4 

14.6 

12 

3.46  1 

Applied  AAaterials  (2) 

1 30  2 

26 

359  7 

1 2  5 

7 

39  9 

J  J 

9  6 

1  1  .J 

22.4 

8 

3.22  1 

Briggs  &  Stratton  |6| 

167.3 

-2 

665.3 

-4 

-7.3 

NM 

-17.9 

NM 

NM 

NM 

-7,6 

NM 

-1.37  1 

Caterpillar 

2578.0** 

-8 

8299.0 

7 

108.0 

-43 

390.0 

-14 

4.2 

6.8 

12.8 

1  1 

5.46  1 

Commercial  Intertech  (2| 

107.7 

0 

319.0 

10 

5.8 

14 

14.6 

36 

5.3 

4.7 

10.8 

12 

1.72  1 

Deere  (2i 

1685.7 

21 

4497.5 

16 

98.2 

21 

277.0 

34 

5.8 

5.8 

13.3 

12 

4.78  1 

Dover 

515.3 

4 

1579.5 

9 

33.2 

0 

107.4 

-1 

6.4 

6.7 

20.2 

15 

2.26  1 

FMC 

837.6 

5 

2591.8 

8 

34.8 

12 

124.4 

34 

4.2 

3.9 

NM 

9 

4.45  1 

Goulds  Pumps 

136.2 

17 

381 .7 

12 

7.7 

10 

21.3 

14 

5.7 

6.1 

12.8 

15 

1.28  1 

Harnischfeger  Industries  |2) 

377.3 

20 

1046.6 

20 

14.8 

72 

36.9 

63 

3.9 

2.7 

9  4 

14 

1.43  1 

Ingersoll-Rand 

845.3 

18 

2554.5 

16 

44.3 

50 

137.3 

33 

5.2 

4.1 

14.6 

13 

3.65  1 

Pentair 

300.1 

47 

878.8 

46 

8.0 

-21 

27.3 

-5 

2.7 

5.0 

15.0 

9 

3.19  1 

Terex 

260.8 

193 

486.5 

106 

5.7 

40 

14.6 

43 

2.2 

4.6 

24.9 

8 

2.24  1 

Timken 

358.3 

-4 

1207.0 

5 

7.3 

-16 

65.2 

59 

2.0 

2.3 

8.4 

10 

3.12  1 

Tyco  Laboratories  (7| 

549,3 

27 

1581.9 

23 

28.5 

34 

75.6 

28 

5.2 

4.9 

20.1 

20 

2.42  1 

(d)  TEXTILES 

GROUP  COMPOSITE 

2046.2 

9 

6161.5 

10 

55.3 

9 

185.4 

19 

2.7 

2.7 

13.5 

13 

1.59  1 

Albany  International 

121.0 

12 

369.5 

10 

10.0 

1 1 

32.3 

17 

8,2 

8.3 

21.2 

12 

1.63  1 

DWG  (8) 

302.4 

6 

908.4 

6 

-3.3 

NM 

-1  1.6 

NM 

NM 

2.2 

-10.7 

NM 

-0.71  1 

Fieldcrest  Cannon 

342.3 

2 

985.0 

2 

4.5 

5 

15,2 

149 

1.3 

1.3 

7,5 

10 

1.98  1 

Guilford  Mills  |6| 

132.4 

-2 

473.1 

6 

4.1 

-20 

21,8 

-2 

3.1 

3.8 

12.1 

10 

2.56  1 

Interface 

141.1 

55 

429.9 

74 

5.8 

20 

16.9 

19 

4.1 

5.3 

17.1 

13 

1.33  1 

Salem  Carpet  Mills 

117.6** 

13 

315.9 

4 

2.0 

-19 

5,1 

-5 

1.7 

2.4 

12.3 

9 

0.96  1 

Sliaw  Industries  |6| 

331.9 

15 

945.0 

12 

14.4 

49 

41.3 

41 

4.3 

3.4 

28.4 

14 

1.74  1 

Springs  Industries 

463.5 

1 

1424.3 

6 

13-3 

233 

45,3 

54 

2,9 

0.9 

12  3 

9 

3.86  1 

Unifi  161 

94.1 

18 

310.3 

31 

4.6 

-13 

19,1 

6 

4,9 

6,7 

21,0 

12 

1.24  1 

16METALS&  MINING  | 

INDUSTRY  COMPOSITE 

13428.1 

4 

41979.2 

12 

999.0 

-11 

3531.5 

9 

7.4 

8.7 

21.6 

6 

5.04  1 

(a|  ALUMINUM 

GROUP  COMPOSITE 

5921.6 

16 

17606.6 

23 

437.4 

-13 

1552.6 

7 

7.4 

9.8 

23.0 

5 

9.17  j 

Aluminum  Co.  of  America 

2834.4 

1 1 

8216.6 

15 

219.0 

-3 

780.2 

21 

7.7 

8.8 

20.2 

6 

11.26  1 

Amax 

928.4 

-7 

2988.8 

1 

56.8 

-57 

301.9 

-33 

6.1 

13.3 

30.6 

3 

7.02  1 

Maxxam  t 

647.7 

NM 

1796.4 

982 

37.9 

602 

71.6 

337 

5.9 

9.2 

42.5 

7 

6.62  1 

Reynolds  Metals 

1511.1 

2 

4604.8 

12 

123.7 

-10 

398.9 

17 

8.2 

9.3 

21.8 

6 

9.54  1 

|b)  STEEL 

GROUP  COMPOSITE 

5187.0 

-10 

17271.8 

1 

251.9 

-32 

966.3 

-9 

4.9 

6.4 

19.7 

7 

3.26  1 

Allegheny  Ludlum 

267.0 

-17 

964.8 

6 

34.1 

-1 1 

105.1 

24 

12.8 

12.0 

45.2 

7 

5.71  1 

Armco 

441.1 

-46 

2006.5 

-16 

33.0 

-13 

194.5 

118 

7.5 

4.6 

24.1 

4 

2.58  1 

Bethletiem  Steel 

1270.0 

-1  1 

4106.1 

-1 

46.9 

-52 

195.7 

-40 

3.7 

6.8 

14.7 

6 

3.14  1 

Birmingham  Steel  (6) 

1 16.8 

2 

342.8 

16 

7.8 

-35 

24.6 

-7 

6.7 

10.5 

24.1 

10 

2.82  1 

Carpenter  Technology  (6| 

133.6 

-6 

474.4 

4 

7.8 

20 

22.0 

-1 1 

5.9 

4.6 

9.5 

15 

3.30  1 

CF&I  Steel 

77.6 

2 

224.4 

-8 

-0.5 

NM 

-5.2 

NM 

NM 

0.1 

-19.2 

NM 

-1.70  1 

Chaparral  Steel  |7) 

101.5 

4 

343.1 

16 

7.0 

-27 

32.1 

5 

6.9 

9.8 

28.6 

8 

1.48  1 

Commercial  Metals  {4| 

317.9 

7 

968.8 

8 

7.1 

25 

20.1 

-3 

2.2 

1.9 

15.2 

9 

2.46  1 

Cyclops  Industries 

277.1 

6 

885.4 

17 

10.9 

106 

32.2 

64 

3.9 

2.0 

73.2 

6 

5.77  1 

Inland  Steel  Industries 

981.2 

-3 

3193.2 

5 

18.3 

-70 

1 13.0 

-41 

1.9 

6.0 

10.0 

8 

4.67  1 

Laclede  Steel 

78.0 

1 

238.2 

5 

1.7 

-66 

6.1 

-54 

2.2 

6.7 

8.5 

7 

2.33  1 

Lukens 

166.8 

6 

489.1 

9 

1  1.6 

37 

27.7 

16 

7.0 

5.4 

24.2 

7 

4.29  1 

Quanex  (2) 

114.4 

-1 

361.5 

7 

7.1 

5 

23.0 

59 

6.2 

5.9 

22.5 

7 

2.33 

Weirton  Steel 

318.2 

-7 

1023.9 

-3 

14.2 

NM 

20.7 

NM 

4.5 

NM 

NA 

NA 

NA 

Wheeling-Pittsburgh  Steel 

297.7 

9 

886.3 

7 

33.7 

-48 

106.9 

-23 

1 1.3 

23.8 

NM 

1 

26.89 

Worthington  Industries  (7| 

228.0 

1 

763.3 

6 

1 1.1 

-13 

47.8 

2 

4.9 

5.7 

19.5 

16 

1.54 

(c|  OTHER  METALS 

GROUP  COMPOSITE 

2319.5 

15 

7100.7 

20 

309.6 

25 

1012.6 

39 

13.4 

12.3 

21.4 

6 

4.07 

Amcast  Industrial  |4| 

80.7 

2 

248.8 

3 

2.5 

6 

6.2 

-22 

3.1 

3.0 

9.1 

1 1 

1.12 

Asarco 

522.3 

5 

1679.8 

21 

52.7 

14 

172.0 

28 

10.1 

9.2 

17.7 

6 

5.82 

Brush  Wellman 

77.6 

-9 

242.1 

-8 

3.6 

-44 

22.8 

1 

4.6 

7.5 

13.9 

12 

1.89 

Cleveland-Cliffs 

91.7 

14 

252.3 

19 

16.9 

22 

40.4 

36 

18.4 

17.1 

25.1 

7 

4.32 

Cyprus  Minerals 

463.5 

42 

1352.8 

48 

68.2 

94 

210.9 

102 

14.7 

10.7 

23.8 

4 

6.73 

Freeport-McMoRan  Copper 

90.9 

20 

270.4 

31 

25.3 

32 

74.5 

45 

27.8 

25.4 

82.3 

7 

2.74 

Homestake  Mining  t 

1 10.4** 

5 

323.2 

6 

1.0 

-93 

12.8 

-74 

0.9 

13.1 

3.7 

53 

0.29 
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CORPORATE  SCOREBOAI 


For  your  free  Lufthansa  etc  kit 
send  to: 

Lufthansa  German  Airlines 
Dept  UM12 

6  Cherry  Valley  Terminal  Rd. 
West  Hempstead,  NY  11552 

or  call  toll-free  1-800-645-3880. 


Name  (Please  Print) 


Address 


City  State  ZiP 


Phone  number 


COMPANY  SALES   PROFITS 


MARGINS 

DCTI  IDM  AM 
Ht 1 UnN  UN 

COMMON 

12 

3rd 

CHANGE 

9 

CHANGE 

3rc) 

CHANGE 

9 

CHANGE 

3fd 

3rd 

EQUITY 

PRICE- 

MONTH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINi 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

$  MIL 

S  MIL 

SMIL 

S  MIL 

% 

9-30 

10-20 

SHARI 

Magma  Copper 

174.5 

24 

460.0 

10 

16.8 

133 

43.7 

79 

9.6 

5.1 

11.3 

3 

1.97 

Phelps  Dodge 

597.0 

17 

1933.4 

18 

1 15.4 

22 

407.7 

46 

19.3 

18.4 

29.7 

4 

16.04 

Precision  Castparts  (9| 

1 10.9 

1 

338.1 

3 

7.2 

-17 

21.6 

-13 

6.5 

7.9 

14.3 

20 

1.71 

17  NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

42490.9 

24 

123472.0 

22 

1899.9 

8 

5572.3 

0 

4.5 

5.1 

12.6 

13 

2.53 

|a|  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

25521.5 

33 

73472.0 

30 

1297.2 

51 

3589.4 

18 

5.1 

4.5 

17.5 

14 

2.59 

Alex.  Brown 

79.6** 

26 

210.5 

14 

6.3 

186 

4.3 

-34 

7.9 

3-5 

3,2 

36 

0.33 

Alleghany 

263.1 

1 

760.0 

5 

15.3 

9 

39.7 

22 

5.8 

5.4 

9.1 

1 1 

8.29 

American  Express 

6502.4** 

24 

18726.4 

24 

331.8 

26 

899.8 

17 

5.1 

5.1 

21.5 

15 

2.61 

Bear  Stearns  (6i 

580.4** 

21 

1833.7 

26 

22.1 

8 

1 10.7 

18 

3.8 

4.3 

18.4 

8 

1.82 

Block  (H&R)i8i 

126.5 

18 

767.1 

10 

-4.2 

NM 

101.6 

12 

NM 

NM 

23.4 

18 

1.91 

Corroon  &  Black 

1 16.8** 

5 

346.5 

9 

10.7 

-15 

29.0 

-73 

9.2 

1 1.3 

17.3 

18 

2.18 

Crawford 

98.7 

32 

270.7 

23 

39 

20.9 

45 

7.5 

7.2 

23.7 

24 

1 .43 

Edwards  (A.  G.)  (lO) 

158.0** 

25 

440.5 

24 

17.3 

65 

43.2 

121 

10.9 

8.3 

17.0 

11 

2.32 

Equifax 

21 1.6 

12 

619.2 

14 

10.8 

12 

31.2 

22 

5.1 

5.1 

16.5 

23 

1.62 

Federal  Natl.  Mortgage  Assn. 

2942.2** 

9 

8516.8 

8 

21  1.9 

60 

570.1 

61 

7.2 

4.9 

27.9 

15 

2.88 

First  Financial  Management 

169.3** 

75 

419.8 

55 

14.3 

90 

32.9 

71 

8.4 

7.8 

10.1 

16 

2.20 

Inter-Regional  Financial  Group 

81.8** 

35 

233.5 

25 

1.2 

NM 

2.7 

NM 

1.5 

NM 

-3.5 

NM 

-0.27 

Marsh  &  McLennan 

606.6** 

8 

1835.6 

6 

73.5 

-1 

239.1 

-3 

12.1 

13.3 

36.6 

20 

4.04 

Merrill  Lynch 

2831.9** 

10 

8537.1 

21 

43.2 

-23 

144.4 

-12 

1.5 

2.2 

n.3 

8 

3.92 

Morgan  Stanley  Group 

1483.2** 

61 

4238.2 

44 

101.1 

93 

294.4 

3 

6.8 

5.7 

25.4 

7 

10.23 

National  Data  (7) 

75.3 

55 

199.8 

43 

6.5 

49 

17.8 

36 

8.6 

8.9 

20.3 

16 

1.92 

PaineWebber  Group 

719.4** 

12 

2124.1 

17 

16.8 

-20 

41.1 

-2 

2.3 

3.3 

2.6 

28 

0.65 

Primerica 

1470.0** 

500 

41 10.1 

477 

78.3 

137 

193.1 

105 

5.3 

13.5 

12.9 

9 

3.48 

Salomon 

2623.0** 

103 

6490.0 

50 

177.0 

172 

402.0 

26 

6.7 

5.0 

10.7 

10 

2.40 

Schwab  (Charles) 

142.1** 

45 

403.5 

39 

4.6 

72 

12.9 

89 

3.2 

2.7 

8.2 

28 

0.48 

Shearson  Lehman  Hutton 

3282.0** 

25 

9574.0 

26 

66.0 

NM 

106.0 

-4 

2.0 

NM 

4.7 

24 

0.76 

Student  Loan  Marketing  Assn. 

829.8 

37 

2438.1 

53 

65.9 

15 

189.6 

14 

7.9 

9.5 

37.3 

21 

2.43 

Telerate 

127.8 

1  4 

377.2 

16 

19.5 

-18 

63.0 

-1 1 

15.2 

21.0 

21.7 

23 

0.88 

|b)  INSURANCE 

GROUP  COMPOSITE 

10001.5 

9 

29615.1 

7 

604.4 

-4 

I8I3.I 

5 

6.0 

6.9 

12.0 

10 

3.94 

Aetna  Life  &  Casualty 

4887.6 

1 1 

14457.8 

7 

182.6 

-22 

528.8 

5 

3.7 

5.4 

10.7 

9 

6.41 

American  General 

1065.0 

9 

3146.0 

15 

103.0 

5 

303.0 

-1 

9.7 

10.0 

10.0 

1  1 

3.26 

American  National  Insurance 

254.1 

8 

759.7 

9 

29.1 

7 

81.5 

7 

1 1.5 

1  1.6 

6.5 

10 

3.50 

Fireman's  Fund 

904.0 

4 

2616.0 

-6 

7.0 

-86 

89.0 

-49 

0.8 

5.6 

9.5 

13 

2.88 

Hartford  Steam  Boiler 

1 25. 1 

5 

368.0 

8 

19.0 

2 

58.4 

12 

15.2 

15.8 

25.7 

15 

3.75 

Progressive 

354.8 

0 

1057.3 

5 

23.7 

-8 

77.7 

-3 

6.7 

7.3 

23.3 

10 

3.94 

Provident  Life  &  Accident 

628.7** 

-3 

1978.7 

2 

35.5 

6 

96.6 

101 

5.6 

5.1 

12.4 

9 

3.03 

Safeco 

763.3** 

10 

2214.9 

9 

81.6 

59 

220.9 

16 

10.7 

7.4 

16.8 

8 

4.56 

Torchmo  rk 

41 2.6 

8 

1  228.5 

54.9 

1 6 

160.0 

12 

13.3 

12.3 

24.3 

13 

3.79 

USLico 

107.3 

15 

312.4 

10 

8.0 

16 

22.5 

-14 

7.5 

7.4 

10.0 

8 

2.73 

USLife 

299.5 

7 

894.9 

9 

21.3 

44 

60.2 

21 

7.1 

5.3 

8.5 

10 

4.58 

Williams  (A.  L.) 

199.6** 

1  14 

581.0 

114 

38.7 

72 

1 14.5 

70 

19.4 

24.1 

16.5 

1 1 

2.26 

(c|  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

6967.9 

16 

20384.9 

17 

-1.6 

NM 

169.7 

-80 

NM 

4.6 

3.3 

29 

0.70 

Ahmanson  (H.  F.) 

1138.6** 

27 

3200.2 

25 

49.2 

-12 

128.1 

-5 

4.3 

6.3 

10.2 

1 1 

1.97 

AniGricon  Sovin^s  &Qnt( 

1 07  4** 

2 

3216 

- 1 0  3 

3  6 

-85 

5.3 

4.5 

10 

1 .35 

Apple  Bancorp 

893 

19 

262.3 

22 

4.8 

-25 

14.5 

-16 

5.3 

8.4 

8.7 

8 

4.69 

CalFed 

801.9** 

14 

2347.4 

20 

22.2 

-47 

58.8 

-49 

2.8 

6.0 

5.5 

8 

3.11 

Dime  Savings  Bank  of  N.Y. 

296.0 

15 

872.8 

13 

2.1 

-81 

10.4 

-73 

0.7 

4.2 

2.3 

|8 

0.74 

Downey  Savings  &  Loan  Assn. 

99.1** 

28 

298.5 

36 

2.5 

-53 

18.3 

14 

2.5 

6.7 

13.3 

11 

2.90 

Empire  of  America 

256.9** 

-8 

856.9 

8 

-158.2 

NM 

-209.3 

NM 

NM 

NM 

NM 

NM 

-15.53 

Financial  Corp.  of  Santa  Barbara 

1 12.3 

-6 

345.7 

-2 

-14.3 

NM 

-23.3 

NM 

NM 

1.5 

NM 

NM 

-4.44 

Glenfed  i6i 

673.2** 

12 

2038.9 

12 

19.6 

-38 

69.0 

-42 

2.9 

5.2 

9.1 

6 

3.49 

Golden  West  Financial 

509.1 

43 

1431.1 

41 

41.8 

16 

1 17.1 

15 

8.2 

10.1 

15.9 

12 

2.44 

Goldome 

356.4** 

4 

963.7 

-6 

-7.3 

NM 

-271.6 

NM 

NM 

NM 

NM 

NM 

-12.03 

Great  American  Bank 

406.4** 

4 

1220.2 

9 

-59.4 

NM 

-58.3 

NM 

NM 

2.1 

-6.0 

NM 

-1.60 

Great  Western  Financial 

101 1.2** 

26 

2878.2 

24 

68.4 

1 

177.4 

-6 

6.8 

8.5 

1 1.6 

12 

1.84 

HomeFed 

485.6** 

23 

1415.1 

23 

23.9 

-14 

82.5 

4 

4,9 

7.0 

1 1.5 

8 

5.33 

Northeast  Savings  (9| 

169.6** 

3 

554.4 

7 

-0.3 

NM 

0.4 

NM 

NM 

NM 

-5.0 

NM 

-2.43 

Standard  Federal  Bank 

237.9** 

6 

731.4 

14 

9.3 

-40 

35.6 

-20 

3.9 

7.0 

11.3 

8 

1.59 

TCF  Financial 

132.8** 

-13 

413.5 

-6 

3.2 

-16 

9.4 

-9 

2.4 

2.5 

6.8 

9 

1.59 

Westcorp 

84.3 

40 

233,0 

41 

1.3 

-61 

7.0 

-23 

1.6 

5.6 

7.9 

16 

0.61 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

42768.8 

9 

126227.9 

10 

1 564.8 

-43 

S8I6.5 

-27 

3.7 

7.0 

12.0 

15 

2.88 

(o)  BUSINESS  MACHINES,  SERVICES  &  SUPPLIES 

GROUP  COMPOSITE 

3727.6 

15 

10957.3 

14 

203.6 

5 

573.7 

0 

5.5 

6.0 

16.8 

16 

1.85 

American  Business  Products 

94.5 

4 

290.5 

10 

3.0 

0 

9.5 

3 

3.2 

3.4 

13.4 

1! 

1.86 

Businessland  |6| 

315.9 

16 

931.7 

18 

4.3 

-43 

20.1 

26 

1.4 

2.8 

15.0 

11 

0.96 

cue  International  (1 1) 

89.5 

40 

249.9 

44 

1.0 

-84 

-26  6 

NM 

1.1 

10.1 

NM 

NM 

-1.01 
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It  goes 
more  places 
than  all 
the  major 
airlines 
combined. 


Mita's  full  line 
of  fax  machines 
(or  long  distance 
copiers)  offer 
continuous  non- 
stop service  every 
15  seconds  to 
any  destination  in 
the  world. 
Call  for  details, 
1-800-ABC-MITA. 


Uili  CopySUi  America  I 


COMPANY  SALES   PROFITS  

MARGIMS        RETURN  ON 

COMMON  12 


OriANGE 

3ra 

3fd 

EQUITV 

PRICE- 

MONTHS' 

OU.WTER 

FROM 

MONTHS 

FROM 

QUARTER 

FFtOM 

OOARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

•36S 

1989 

1988 

1359 

1988 

1989 

1968 

ENONG 

RATIO 

PER 

S  MIL 

°= 

S  M;- 

; 

% 

% 

9-30 

10-20 

SHARE 

Deluxe 

TO  ■  ^ 

10 

959.1 

1  1 

39.2 

13 

103.9 

6 

11.8 

11.5 

25.1 

19 

1.75 

Dennison  Mfg. 

192.6 

9 

569.5 

9 

7.0 

-17 

23.7 

-2 

3.6 

4.8 

14.6 

11 

2.38 

Diebold 

110.2 

-5 

341.5 

2 

8.9 

-4 

25.3 

14 

8.0 

8.0 

9.2 

15 

2.62 

Duplex  Products  2 

81.4 

11 

247.1 

12 

3.8 

57 

10.9 

32 

4.7 

3.3 

11.6 

13 

1.71 

Esselte  Business  Systems 

330.1 

3 

1035.7 

1 

9.5 

-6 

38.5 

-5 

2.9 

3.2 

12.3 

15 

2.77 

Norland  (John  H.) 

86.1 

3 

259.1 

4 

13.8 

2 

43.0 

10 

16.1 

16.3 

21.8 

16 

1.51 

HON  industries 

152.5 

14 

440.1 

12 

10.6 

57 

27.8 

81 

6.9 

5.0 

29.5 

15 

2.15 

Inacomp  Computer  Centers  5 

99.8 

54 

277.6 

44 

1.4 

86 

5.2 

42 

1.4 

1.1 

15.0 

11 

0.87 

Intelligent  Electronics  : 

170.7 

356 

422.9 

396 

2.8 

83 

5.9 

74 

1.6 

4.1 

1 1.4 

17 

1.67 

Miller  (Herman)  ^ 

196.1 

3 

593.7 

6 

8.4 

-1 1 

28.4 

-12 

4.3 

5.0 

14.9 

12 

1.67 

Nashua 

228.0 

-5 

713.5 

—4 

6.4 

-20 

13.7 

—43 

2.8 

3.4 

9.8 

14 

2.31 

Pitney  Bowes 

734.8 

13 

2108.5 

1  1 

62.0 

15 

177.2 

12 

8.4 

8.3 

19.4 

1  5 

3.23 

Softsel  Computer  Products 

151.6 

36 

441.3 

36 

2.2 

44 

6.9 

39 

1.4 

1.3 

23.4 

9 

0.77 

Standard  Register 

174.1 

7 

521.8 

7 

7.5 

32 

25.5 

6 

4.3 

3.5 

12.8 

12 

1.33 

Tech  Data 

78.6 

44 

226.9 

41 

1 .9 

1  4 

6.1 

1 5 

2.4 

3.0 

17.2 

1 1 

1.27 

^/allace  Computer  Services  ,5 

109.7 

12 

326.7 

12 

10.0 

26 

28.9 

17 

9.1 

8.1 

16.3 

16 

1.76 

b  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSfTE 

37429.9 

8 

1 10508.0 

9 

1248.5 

-48 

4865.7 

-31 

3.3 

7.0 

n.4 

15 

3.33 

AM  International  5 

229.3 

4 

659.1 

4 

13.4 

NM 

27.3 

NM 

5.9 

NM 

10.4 

11 

0.47 

Amdahl 

534.3 

15 

1475.3 

17 

32.9 

-37 

111.3 

-25 

6.2 

11.2 

16.1 

8 

1.60 

Apple  Computer  ; 

1383.7 

18 

3878.9 

28 

161.1 

49 

313.6 

12 

11.6 

9.2 

34.4 

14 

3.53 

Applied  Magnetics  ; 

80.8 

-7 

230.8 

-1 

0.3 

-96 

2.7 

-86 

0.3 

7.6 

4.2 

23 

0.47 

AST  Research  ; 

114.5 

6 

351.8 

1 

2.9 

833 

4.0 

-70 

2.5 

0.3 

-4.5 

NM 

-0.43 

Compaq  Computer 

683.0 

36 

2087.9 

49 

87.1 

51 

254.2 

56 

12.8 

11.5 

32.1 

14 

8.12 

Concurrent  Computer  : 

87.0 

365 

255.6 

357 

-1.6 

NM 

-11.1 

NM 

NM 

NM 

-66.9 

NM 

-1.44 

Conner  Peripherals 

184.0 

171 

478.8 

198 

11.8 

72 

26.9 

84 

6.4 

10.1 

26.3 

17 

0.88 

Control  Data 

763.0 

-9 

2410.8 

-11 

9.8 

NM 

-484.0 

NM 

1.3 

NM 

-89.3 

N.M 

-1 1.82 

Croy  Research 

210.2 

45 

454.6 

7 

30.6 

36 

36.6 

-46 

14.6 

15.6 

18.2 

9 

4.04 

Dell  Computer  ii- 

95.7 

72 

263.3 

74 

1.9 

-43 

7.2 

-22 

2.0 

5.9 

15.7 

10 

0.63 

Digital  Equipment  6 

3131.2 

6 

9751.8 

7 

150.8 

-33 

720.4 

-23 

4.8 

7.6 

12.4 

1 1 

7.96 

Dynatech  ; 

102.0 

-2 

303.1 

0 

4.0 

-43 

8.1 

-60 

3.9 

6.7 

9.6 

15 

1.18 

Everex  Systems  f 

97.4 

24 

289.4 

37 

6.7 

127 

17.4 

122 

6.8 

3.7 

19.9 

8 

0.91 

Hewlett-Packard  2< 

3001.0 

23 

8522.0 

20 

187.0 

-3 

583.0 

2 

6.2 

7.9 

16.1 

14 

3.51 

Intergraph 

21 1.5 

2 

616.4 

5 

16.4 

-27 

56.3 

-1 1 

7.7 

10.9 

12.3 

10 

1.47 

Internotional  Business  Machines 

14305.0 

4 

42248.0 

6 

877.0 

-30 

3167.0 

1 

6.1 

9.1 

14.5 

11 

9.40  1 

Maxtor  5 

1 17.1 

44 

323.3 

31 

4.8 

347 

8.4 

-8 

4.1 

1.3 

6.6 

22 

0.45  1 

NCR 

1390.6 

_1 

4168.2 

0 

93.1 

-10 

264.6 

-9 

6.7 

7.3 

19.9 

1 1 

5.25  1 

Quantum  9 

113.4 

185 

283.0 

134 

12.5 

511 

31.1 

NM 

11.1 

5.2 

27.3 

11 

1.27  1 

378  9 

25 

1  1 06  9 

1 0 

23.4 

NM 

69.0 

NM 

6.2 

NM 

17.3 

9 

1 .48  1 

Silicon  Oraphics  ' 

86  4 

95 

240  0 

81 

5.2 

430 

13.1 

67 

6.0 

2.2 

9.6 

28 

0.91  1 

Storage  Technology 

232.6 

1 2 

682.7 

1 1 

8.3 

NMi 

14.2 

-6 

3.6 

0.3 

12.0 

9 

1.55 

Stratus  Computer 

83.7 

22 

243.2 

31 

8.4 

12 

25.2 

25 

10.1 

11.0 

21.4 

15 

1.66 

Sun  Microsystems  6j 

538.5 

39 

1467.1 

45 

5.2 

-75 

1 6.0 

-73 

1.0 

5.3 

6.9 

33 

0.57 

Tandon 

83.8 

46 

274.2 

25 

2.2 

NM 

-9.6 

NM 

2.6 

NM 

-49.0 

NM 

-0.49 

Tandy  c 

986.0 

5 

2827.1 

9 

62.8 

-3 

186,3 

0 

6,4 

6.9 

18.0 

12 

3.64 

3Com  " 

89. 1 

9 

308.0 

37 

1.2 

-83 

20.2 

1 ,4 

8.7 

13.7 

14 

0.97 

Unisys 

2351.5 

4 

7127.8 

1 

-648.2 

NM 

-673.3 

NM 

NM 

6.7 

-17.5 

NM 

-3.55 

\^on^  Lg bo ro to riGS '6,' 

596  8 

—13 

2059  5 

—62  1 

—403  1 

2  4 

—35  3 

TTcsIcrn  UIglTuI  2 

224  9 

_9 

71 1  6 

Q 

—2  7 

n*^ 

6  1 

—83 

NM 

5  2 

6  2 

1 2 

0  65 

Wyse  Technology  9 

1 19.1 

-8 

336.7 

-20 

-3.6 

NM 

-14.2 

NM 

NM 

2.5 

-28.5 

NM 

-2.75 

Xerox 

4447.0"* 

7 

12966.0 

8 

155-0 

6 

492.0 

6 

3.5 

3.5 

6,9 

17 

3.72 

Zenith  Electronics 

376.8 

4 

1 1 05-7 

1 5 

—9- 1 

NM 

—2 1 .0 

NM 

NM 

0.6 

-1,4 

NM 

—0-26 

c  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

161 1^ 

25 

4762.7 

29 

1 12.8 

~2 

377.0 

13 

7.0 

8.9 

19.7 

20 

1.45 

Computer  Associates  Intl.  ,9i 

282.0 

5 

896.7 

25 

9.6 

—66 

75.3 

23 

3.4 

1 0.4 

20. 1 

8 

1 .83 

Computer  Sciences  ; 

371.7 

24 

1074.0 

18 

13.5 

13 

43.5 

16 

3.6 

4.0 

13.8 

15 

3.46 

Datapoint  : 

79.0 

-10 

239.1 

-8 

-9.1 

NM 

-30.8 

NM 

NM 

1.8 

-26.2 

NM 

-3.87 

LDI  : 

87.2 

55 

255.4 

84 

1.8 

31 

5.7 

34 

2-1 

2.5 

11.1 

13 

1.36 

Lotus  Development 

153.9 

32 

406.1 

14 

23.0 

61 

38.5 

-23 

14.9 

12.2 

22.2 

29 

1.13 

Microamerica 

125.0 

26 

383.6 

30 

0.8 

-50 

5.2 

-12 

0.7 

1.7 

9.5 

9 

0.57 

Microsoft  ; 

235.2 

33 

652.4 

28 

49.6 

36 

136.1 

31 

21.1 

20.7 

29.4 

26 

3.25 

Novell  : 

101.8 

13 

310.8 

29 

11.8 

-3 

34.3 

20 

11.6 

13.4 

18.2 

25 

1.26 

Oracle  Systems  ~ 

175.5 

94 

544.8 

101 

1 1.7 

65 

69.2 

77 

6.7 

7.8 

37.5 

39 

0.65 

19PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

19043.7 

9 

56405.2 

10 

1456.0 

-1 

4231.4 

1  1 

7.6 

8.4 

17.3 

8 

4.66 

(a)  FOREST  PRODUaS 

GSOUPCOMPOSITC 

7674.1 

10 

22487.2 

10 

539.1 

28 

1527.8 

27 

7.0 

6.0 

18.2 

8 

4.53 

Bohemia  s 

93.3 

28 

249.0 

24 

7.5 

86 

12.6 

8.0 

5.5 

13.9 

3 

2.98 

Boise  Cascade 

1081.4 

4 

3271.9 

7 

62.8 

-13 

216.3 

2 

5.8 

6.9 

18.2 

6 

6.46 

Georgia-Pacific 

2646.0 

10 

7733.0 

11 

178.0 

56 

504.0 

49 

6.7 

4.7 

23.9 

8 

6.94 

Louisiana-Pacific 

510.1 

10 

1503.2 

n 

51.5 

40 

139.8 

34 

10.1 

8.0 

15.4 

9 

4.47 

Pope  &  Talbof 

2C 

47\' 

26 

13-2 

56 

33.S 

45 

8,2 

6.3 

23.7 

7 

3.59 
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What  can  you 
expect  from  the  people 
ofBeUSout& 


Expertise.  Experience. 
Responsiveness.  And  a 
commitment  to  the 
customers  they  serve. 

These  are  the  qualities  of  the 
men  and  women  of  BellSouth.  Peo- 
ple dedicated  to  making  BellSouth 
one  of  the  leading  communications 
companies  in  the  world. 

BellSouth  people  are  design- 
ing, installing  and  maintaining  so- 
phisticated communications 
systems  throughout  the  Southeast 
and  in  more  and  more  places 
across  the  country. 

BellSouth  was  the  first  Bell 
holding  company  to  recombine 
network  and  equipment  operations 
so  that  customers  could  enjoy  a  sin- 
gle source  for  their  telecommuni- 
cations needs.  This  new  marketing 
approach  is  making  it  easier  for  cus- 
tomers to  do  business  with 
BeUSouth. 

When  it  comes  to  communi- 
cations products  and  services, 
BellSouth  people  can  provide  the 
solutions  customers  have  a  right  to 
expect  from  a  leader. 

For  more  information  on 
BellSouth,  call  1-800-522-2355. 


©  1989,  BellSouth  Corpor; 


BELLSOUTH 


Every'thing  vou  expect  from  a  leader.^- 


TELECOMMUNICATIONS  MOBILECOMMUNICATIONS  INFORMATION  SYSTEMS  COMPUTERS  PUBLISHING 


COMPANY  SALES  PROFITS 


MARGINS 

RETURN  ON 

COMMON 

m 

3rr; 

CHANGE 

9 

CHANGE 

3rd 

CHANGE 

9 

CHANGE 

3rd 

3rd 

EQUITY 

PRICE- 

MQNTHSM 

QUARIFR 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER  ■ 

MIL 

$  MIL 

/a 

5  MIL 

% 

$  MIL 

% 

% 

% 

9-30 

10-20 

SHARE  1 

Weyerhaeuser 

2574.4 

9 

7539.7 

9 

166.8 

15 

469.8 

15 

6.5 

6.1 

14.4 

10 

2.94 

Willamette  Industries 

486.6 

10 

1415.9 

1 1 

52.9 

36 

139.7 

15 

10.9 

8.8 

22.0 

7 

7.05 

WTD  Industries  (8) 

120.3 

43 

303.5 

31 

6.4 

212 

11.8 

158 

5.3 

2.4 

27.9 

6 

2.06 

lb)  PAPER 

CROUP  COMPOSITE 

1 1369.6 

8 

33918.0 

10 

916.9 

-13 

2703.6 

3 

10.0 

16.8 

8 

4.74 

Bowater 

360.1 

3 

1082.3 

4 

35.5 

-1 1 

1  12.4 

-5 

9.8 

11.5 

17.6 

6 

4.22 

Champion  International 

1318.3 

3 

3896.5 

2 

102.1 

-17 

329.4 

-2 

7.7 

9.5 

12.9 

7 

4.74 

Chesapeake 

205.7 

9 

607. 1 

1 4 

12.4 

-13 

37.2 

3 

6.1 

7.6 

1 7.7 

3 

Consolidated  Papers 

228.7 

3 

709.7 

5 

36.5 

5 

1 23.6 

9 

16.0 

15.6 

20.7 

1 1 

3.68 

Glatfelter(P.  H.) 

143.7 

-1 

455.8 

7 

22.0 

12 

71.2 

21 

15.3 

13.5 

25.6 

1 1 

3.90 

Great  Northern  Nekoosa 

980.5 

5 

2955.3 

12 

85.7 

-7 

269.2 

5 

8.7 

9.8 

21.0 

6 

6.42 

International  Paper 

t54UU.U 

on 

6 

667.0 

22 

7.4 

8.4 

1 7.5 

7 

7.72 

James  River  Corp.  of  Virginia  isi 

1470.5 

6 

4500.1 

12 

57.3 

2 

190.5 

16 

3.9 

4.1 

11.3 

10 

2.88 

Mead 

1197.5 

2 

3533.8 

3 

69.7 

-59 

184.5 

-40 

5.8 

14.5 

14.5 

10 

3.68 

Scott  Paper 

1249.3 

9 

3772.3 

10 

145.9 

-15 

303.9 

-5 

1 1.7 

14.8 

20.6 

10 

5.05 

Union  Camp 

667.3 

0 

2085.3 

6 

76.0 

1 

237.2 

9 

1 1.4 

1 1.2 

19.1 

8 

4.59 

Wausau  Paper  Mills  |4| 

83.0 

14 

238.7 

1 1 

4.4 

6 

15,1 

23 

5,3 

5.7 

23.5 

10 

3.81 

Westvaco  i:  i 

564.8 

6 

1 68 1 . 1 

7 

55.5 

7 

162.3 

21 

9,8 

9.7 

15.9 

8 

3.53 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

1 1 549.4 

14 

33241.9 

8 

613.3 

-24 

2906.4 

7 

5.3 

8.0 

16.9 

22 

2.63 

(alBROACCASTINC 

GROUP  COMPOSITE 

2397.4 

9 

7651.9 

5 

151.0 

42 

789.4 

80 

6.3 

4.8 

16.5 

26 

4.40  ^ 

American  TV  &  Communications 

244,2 

19 

717.1 

20 

22.4 

132 

65,5 

37 

9,2 

4.7 

28.7 

63 

0.81  E 

Capital  Cities/ABC 

1101.2 

9 

3448.2 

0 

80.8 

29 

303,7 

23 

7.3 

6.2 

14.2 

23 

24.73  ■ 

CBS 

593.5 

4 

2095.9 

5 

61.8 

-1 1 

236.9 

-3 

10.4 

12.3 

1  1.4 

19 

10.77  ■ 

Multimedia 

1 12.9 

5 

340.2 

6 

7.7 

73 

23.1 

68 

6.8 

4.1 

NM 

34 

2.93  ■ 

Viacom 

345.5 

1 1 

1050.6 

16 

-21.7 

NM 

160.2 

NM 

NM 

NM 

23.0 

28 

2.18  1 

(b)  PUBLISHING 

GROUP  COMPOSITE 

9152.0 

16 

25590.0 

9 

462.3 

-34 

2117.0 

-7 

5.1 

8.9 

17.0 

20 

2.31 

Affiliated  Publications 

126.3 

-3 

394.4 

-1 

8.8 

-17 

29.8 

-21 

7.0 

8.2 

0.1 

NM 

0.00 

- 

Belo(A.  H.) 

101.5 

1 1 

301.9 

8 

3.1 

362 

15.1 

98 

3.0 

0.7 

7.3 

41 

0.86 

Commerce  Clearing  House 

136.8 

5 

523.6 

12 

-2.5 

NM 

39.2 

-18 

NM 

2.6 

16.7 

23 

2.27 

Dow  Jones 

404.1 

5 

1248.6 

5 

28.8 

-10 

277.2 

50 

7.1 

8.3 

23.7 

1 1 

3.18 

Dun  &  Bradstreet 

1042.4 

-2 

3159.8 

1 

155.3 

15 

449.0 

19 

14.9 

12.6 

26.9 

17 

3.06 

Gannett 

827.9 

3 

2549.6 

6 

83.1 

1 1 

270.1 

10 

10.0 

9.3 

20.5 

17 

2.41 

Houghton  Mifflin 

167.5 

3 

321.5 

8 

24.9 

-8 

24.1 

-1 1 

14.9 

16.7 

1 1.8 

23 

1.50 

Knight-Ridder 

541.0 

8 

1660.4 

10 

34.0 

14 

124,8 

19 

6.3 

5.9 

19,5 

17 

3.14 

McClatchy  Newspapers 

94.9 

7 

279.1 

7 

8.8 

22 

23.6 

23 

9.2 

8.2 

12.1 

24 

1.16 

McGraw-Hill 

452.2 

9 

1270.9 

6 

64.1 

9 

138.1 

6 

14.2 

14.1 

20.9 

17 

3.96 

Media  General 

142.3** 

-22 

441.5 

-22 

3.9 

-63 

21,9 

-43 

2.8 

5.9 

-3.0 

NM 

-0.19 

Meredith  |6)  , 

195.7 

3 

601.3 

9 

9.3 

-13 

21.4 

0 

4.8 

5.6 

8.7 

20 

1.69 

New  York  Times 

415.3 

6 

1298.7 

4 

16.4 

-35 

87,2 

-23 

4.0 

6.5 

15.5 

16 

1.73 

Pulitzer  Publishing 

94.6 

0 

292.0 

2 

3.2 

3 

13,2 

10 

3.4 

3.3 

50.6 

14 

1.99 

Scripps(E.  W.) 

304.3 

4 

920.1 

5 

18.0 

35 

58,3 

22 

5.9 

4.6 

12.3 

23 

1.03 

Time  Warner 

2194.0 

94 

4548.0 

38 

-176.0 

NM 

-33.0 

NM 

NM 

7.2 

1.1 

NM 

0.45 

Times  Mirror 

873.9** 

7 

2582.1 

7 

70.1 

-13 

223.9 

-5 

8.0 

9.9 

18.0 

15 

2.49 

Tribune 

590.7 

3 

1786.7 

4 

62.7 

21 

174.8 

19 

10.6 

9.0 

27.6 

18 

3.05 

Washington  Post 

346.3 

5 

1062.7 

7 

44.8 

18 

146.8 

-37 

12.9 

1 1.6 

19.4 

21 

14.31 

Western  Publishing  Group  ( n  i 

100.4** 

-19 

347.0 

-10 

1.4 

-78 

1 1.7 

-35 

1.4 

5.2 

13.1 

19 

1.09 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

13383.4 

12 

38948.1 

15 

604.3 

61 

1 724.4 

29 

4.5 

3.1 

15.7 

22 

1.55 

(a)CONSTRUaiON  &  ENGINEERING 

GROUP  COMPOSITE 

4241.5 

12 

12351.0 

19 

104.0 

NM 

272.1 

669 

2.5 

NM 

6.2 

45 

0.69 

Apogee  Enterprises  iio) 

152.2 

44 

404.6 

40 

3.9 

5 

10.0 

14 

2.6 

3.6 

16.3 

17 

1,04 

Brand  Companies 

87.4** 

130 

197.4 

78 

3.5 

193 

7.2 

179 

4.0 

3.1 

15.1 

32 

0,98 

Butler  Mfg. 

164.4 

-8 

437.0 

-8 

3.7 

-37 

9.0 

-21 

2.2 

3.2 

10,3 

8 

2.85 

Combustion  Engineering 

884.0 

-1 

2759.6 

8 

17.5 

NM 

49  3 

NM 

2.0 

NM 

-21.4 

NM 

-3.47 

CRSSirrine  |6| 

140.5 

-10 

445.0 

-2 

4.1 

94 

13.4 

101 

3.0 

1.4 

19.6 

14 

2.60 

Dravo 

76.9 

1 

210.7 

2 

5.9 

0 

11.0 

7 

7.7 

7.8 

13.1 

21 

0.77 

EG&G 

426.1 

22 

1227.7 

20 

16.5 

13 

50.7 

1 

3.9 

4.2 

22.0 

15 

2.35 

Fluor  (2) 

1556.9 

16 

4610.6 

31 

33.9 

152 

79.4 

142 

2.2 

1.0 

15.0 

26 

1.29 

Morrison  Knudsen 

589.0 

14 

1620.5 

17 

7.9 

NM 

21.5 

NM 

1.3 

NM 

10.6 

20 

2.18 

Zurn  Industries  (9) 

164.1 

37 

438.0 

35 

7.1 

27 

20.7 

29 

4.3 

4.7 

12.9 

18 

2.16 

(bj  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

4801.6 

S 

14311.6 

7 

182.1 

1 

572.2 

5 

3.8 

3.9 

15.5 

16 

1.84 

AAR 17) 

108.6 

21 

324.3 

14 

6.6 

19 

20.0 

16 

6.0 

6.1 

15.1 

23 

1.62 

Anthem  Electronics 

82.6 

18 

229.2 

15 

4.3 

35 

10.8 

20 

5.2 

4.5 

15.5 

13 

1.16 

Arrow  Electronics 

222.3 

-11 

685.7 

-10 

-0.8 

NM 

1.5 

-84 

N.M 

0.4 

-2.5 

NM 

-0.32 

Avnet  16) 

438.0 

-11 

1369.8 

-5 

16.3 

39 

46.8 

21 

3.7 

2.4 

8.1 

17 

1.63 
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You  don't  want  to  buya  used  car  from  Aetna 


1989  AEtna  Life  and  Casually  Company. 


A  little  while  back,  John  Barracato  went  out  car  shopping. 
He  bought  ten. 

Then  he  did  something  really  unusual. 
He  torched  them. 

You  see,  John  is  one  of  America's  leading  arson  experts.  Not  coinci- 
dentally,  he  also  leads  Aetna's  Fire  and  Fraud  Investigation  Team. 

And  because  he  burned  those  cars,  law  enforcement  agencies  nation- 
wide can  more  easily  detect  the  difference  between  accident  and  arson. 

As  a  result, this  research  has  had  the  beneficial  effect  of  putting  more 
arsonists  behind  bars. 

More  tangibly  for  Aetna's  customers,  John's  team  is  saving  millions 
of  dollars  every  year  by  identifying  attempted  arson  and  prosecuting  the 
criminals  who  attempt  to  profit  from  it. 

No  other  insurance  company  that  we  know  of  goes  to  the  some- 
times extreme  lengths  that  Aetna  does  in  order  to  fight  fraudulent  claims. 

But  that  works  to  the  advantage  of  every  one  of  our 
customers  who  invest  in  one  of  our  insurance  policies. 

If  not  one  of  our  many  used  cars. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 


/Etna 


COMPANY  SAIES   PROFITS 


MARGINS        RETURN  ON 

COMMON  12 


QUARTER 
1989 
$  MIL 

UMANut 
FROM 
1968 

°'° 

MONTHS 
1989 
SMIL 

UHANbt 
FROM 

1988 

% 

3rd 
QUARTER 
1989 
SMIL 

UnANut 
FROM 
1988 

% 

9 

MONTHS 
1989 
SMIL 

CHANGE 
FROM 
1988 

% 

3fd 

QUARTER 
1989 

% 

3fd 
QUARTER 
1968 

% 

EQUITY 
12  MONTHS 
ENDING 

9-30 

PRICE- 
EARNINGS 
RATIO 
10-20 

MONTHS' 
EARNINGS 
PER 
SHARE 

Bearings  |6| 

156.6 

9 

490.1 

14 

4.2 

12 

14.4 

19 

2.7 

2.6 

13.9 

12 

2.54 

Bell  Industries  161 

101.3 

-8 

307.8 

-6 

2.2 

80 

4.5 

-60 

2.) 

1.1 

4.9 

18 

0.93 

Castle  (A.  M.) 

1 17.6 

-8 

389.9 

4 

1.3 

-64 

7.5 

-36 

1.1 

2.8 

13.4 

10 

1.29 

Genuine  Parts 

814.2 

5 

2397.4 

8 

50.3 

9 

145.3 

10 

6.2 

5.9 

21.3 

15 

2.52 

Getty  Petroleum!  1 1| 

286.8 

19 

842.4 

-2 

1.9 

-61 

19.4 

-4 

0.7 

2.0 

22.9 

10 

2.05 

Grainger  (W.  W.) 

438.4 

7 

1278.9 

1  1 

28.8 

-3 

86.7 

5 

6.6 

7.3 

16.6 

14 

4.12 

Jorgensen  (Earle  M.) 

125.9 

6 

400.3 

14 

0.9 

-32 

13.3 

92 

0.7 

1.2 

9.8 

12 

2.41 

Marshall  Industries  (7| 

127.5 

-3 

395.9 

10 

4.7 

-23 

14.6 

-10 

3.7 

4,6 

14.9 

8 

2.16 

Morgan  Products 

111.5 

-8 

331.8 

-1 

0.2 

-93 

2.1 

-71 

0.2 

2-1 

0.4 

NM 

0.05 

Office  Depot 

83.4 

129 

210.7 

153 

1.6 

280 

4.3 

50 

1.9 

1.2 

8.1 

60 

0.32 

Premier  Industrial  (7) 

154.4 

7 

461.1 

10 

18.8 

7 

53.7 

5 

12.2 

12.2 

33.4 

19 

1.78 

Safefy-Kleen 

110.5 

13 

321.8 

14 

10.1 

4 

30.6 

11 

9.1 

9.9 

19.0 

26 

1.35 

Stewart  &  Stevenson  Services  mi 

146.4 

28 

413.9 

29 

6.4 

22 

20.2 

46 

4.4 

4.6 

23.8 

12 

2.00 

TBC 

132.2 

1 

361.3 

0 

4.6 

7 

12.0 

4 

3.5 

3.3 

22.7 

11 

1.56 

United  Stationers  (4| 

232.0 

7 

719.9 

12 

4.0 

-34 

17.5 

1 

1 .7 

2.8 

1 4.7 

1 1 

1.60 

UnivariiO) 

353.9 

4 

1029.2 

10 

5.7 

-6 

15.0 

19 

1.6 

1.8 

17.1 

13 

2.29 

VWRiiO) 

142.2 

-10 

433.9 

-4 

0.8 

-54 

6.2 

-4 

0.6 

1.1 

12.4 

13 

1.57 

Willcox&Gibbs 

136.0 

47 

408.2 

49 

4.1 

28 

13.1 

30 

3.0 

3.5 

17.2 

13 

1.24 

Wolohan  Lumber 

78,4 

5 

207.2 

7 

3.7 

1 

8.7 

4 

4.8 

5.0 

20.1 

10 

1.96 

Wyle  Laboratories (1 1| 

101.1 

-2 

300.9 

1 

1.5 

-28 

4.1 

-26 

1.5 

2.0 

6.6 

15 

0.61 

|c)  POLLUTION  CONTROL 
GROUP  COMPOSITE 

1429.6 

27 

3918.9 

27 

192.1 

18 

513.0 

22 

13.4 

14.4 

22.2 

29 

1.57 

Chemical  Waste  Management 
Waste  Management 

242.9 
1 186.7 

31 
27 

654.5 
3264.4 

36 
26 

40.3 
151.8 

22 
18 

103.8 
409.2 

27 
21 

16.6 
12.8 

17.9 
13.8 

22.5 
22.1 

34 
28 

0.69 
2.34 

(d)  PRINTING  &  ADVERTISING 


GROUP  COMPOSITE 

1394.0 

II 

3988.2 

12 

81.5 

26 

222.4 

19 

5.8 

5.1 

16.5 

17 

2.22 

Advo-System  |3| 

167.6 

13 

464.7 

6 

4,6 

NM 

6.9 

NM 

2.8 

NM 

13.1 

25 

0.34 

Banta 

148.6 

7 

422.2 

25 

7.2 

14 

18.5 

10 

4.8 

4.5 

12.4 

13 

1.80 

Donnelley  (R.  R.)  &  Sons 

794.5 

13 

2224.5 

1 1 

62,7 

6 

153.8 

9 

7.9 

8.4 

16.3 

16 

2  81 

Interpublic  Group 

283.3** 

5 

876.8 

10 

6,9 

15 

43.2 

17 

2.4 

2.2 

20.1 

18 

1,98 

(e)  OTHER  SERVICES 

GROUP  COMPOSITE 

1516.7 

21 

4378.4 

24 

44.7 

-19 

144.7 

-2 

2.9 

4.4 

19.3 

16 

1.37 

Amer.  Building  Maintenance  (2| 

164.0 

1 1 

472.5 

10 

2.5 

28 

5.9 

26 

1.5 

1.3 

12.4 

15 

2,16 

Handleman  isi 

127.3 

5 

473.3 

15 

5.8 

5 

30.0 

18 

4.5 

4.5 

21.0 

16 

1,28 

JWP 

442.8 

76 

1 181.2 

94 

10.6 

47 

27.4 

38 

2.4 

2.9 

21.6 

15 

1,79 

Kelly  Services 

358.8 

7 

1025.8 

8 

20.6 

13 

54.3 

19 

5.8 

5.4 

27.0 

17 

2.29 

Notional  Education 

94.2 

-14 

290.3 

-7 

-6.5 

NM 

-1.0 

NM 

NM 

1 1.9 

9  4 

13 

0.61 

Rollins 

106.0 

7 

310.3 

5 

6,1 

0 

19.7 

-8 

5.8 

6.2 

33.5 

18 

0.98 

ValCom 

92.8 

52 

261.9 

63 

1.4 

34 

4.1 

29 

1.5 

1.7 

18.8 

9 

1.31 

Volt  Information  Sciences  |2| 

130-7 

6 

363.1 

3 

4,2 

102 

4.3 

656 

3.2 

1.7 

5.1 

18 

0.75 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

38646.8 

4 

1 14555.6 

6 

3712.5 

4 

10890.8 

6 

9.6 

9.6 

11.0 

23 

2.41 

lal  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

12893.4 

5 

38297.5 

8 

966.1 

28 

2755.0 

34 

7.5 

6.1 

-2.9 

NM 

-0.32 

ALC  Communications 

79.6 

-20 

255.6 

-15 

-9.6 

NM 

-11.3 

NM 

NM 

NM 

NM 

NM 

-1.57 

American  Telephone  &  Telegraph   8896.0*  * 

1 

2681 1.0 

3 

699.0 

19 

1992.0 

19 

7.9 

6.7 

-11.2 

NM 

-1.26 

Communications  Satellite 

1 10.9 

18 

311.1 

16 

20.1 

14 

54.9 

1 1 

18.1 

18.8 

1  1.7 

10 

3.62 

Communications  Transmission  |7| 

99.6 

-1 1 

305.7 

106 

-1  1.4 

NM 

-23.9 

NM 

NM 

NM 

NM 

NM 

-3.12 

DSC  Communications 

106.3 

25 

300.4 

24 

8.4 

84 

21.8 

64 

7.9 

5.4 

12.6 

23 

0.68 

MCI  Communications 

1667.0 

23 

4761.0 

28 

165.0 

59 

460.0 

105 

9.9 

7.7 

33.2 

20 

2.23 

United  Telecommunications 

1933.9 

13 

5552.7 

17 

94.6 

64 

261.5 

99 

4.9 

3.4 

13.7 

31 

2.58 

(b|  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

25753.4 

3 

76258.1 

4 

2746.4 

-3 

8135.9 

-2 

10.7 

11.3 

14.0 

15 

3.91 

Alltel 

314.3 

19 

901.5 

14 

37.0 

13 

1 13.6 

7 

1 1.8 

12.4 

15.1 

19 

2.01 

Ameritech 

2554,3 

2 

7607.9 

3 

289,1 

3 

906.5 

-2 

11.3 

1 1.2 

15.6 

14 

4.52 

Bell  Atlantic 

2909,4 

6 

8558.3 

6 

363.2 

7 

1072.8 

6 

12.5 

12.4 

14.7 

15 

6.96 

BellSouth 

3545.0 

3 

10381.1 

4 

426.7 

2 

1226.0 

-2 

12.0 

12.1 

12.8 

16 

3.48 

Centel 

302.5 

5 

882,5 

9 

-2.8 

NM 

2-4 

-97 

NM 

11.3 

2.7 

NM, 

0.38 

Cincinnati  Bell 

223.3 

17 

673.2 

24 

23.0 

-2 

71.6 

7 

10.3 

12.2 

17.4 

21 

1.40 

Contel 

780.0 

8 

2283.0 

10 

68.0 

10 

199.0 

-16 

8.7 

8.6 

17.0 

20 

1.71 

GTE 

4353.5 

9 

12799.6 

5 

367.6 

18 

1025.6 

14 

8.4 

7.8 

15.8 

16 

3.97 

Nynex 

3308.9 

4 

9842.8 

5 

288.7 

-15 

851.3 

-12 

8.7 

10.7 

12.5 

13 

6.06 

Pacific  Telesis  Group 

2368.0 

-1 

7118.0 

1 

278.0 

-13 

920.0 

-2 

1 1.7 

13.4 

14.6 

16 

2.82 

Rochester  Telephone 

138.6 

15 

404.4 

15 

1 1.7 

-9 

37.2 

2 

8.4 

10.7 

14.8 

19 

2.20 

Southern  New  England  Tel. 

423.9** 

7 

1247.9 

8 

42.8 

8 

148.0 

28 

10.1 

10.0 

15.7 

14 

6.03 

Southwestern  Bell 

2208.7 

-1 

6406.8 

2 

295.3 

-9 

795.6 

5 

13.4 

14.5 

13.5 

16 

3.67 

US  West 

2323.0 

-4 

7151.2 

4 

258.1 

-9 

766.3 

-11 

11.1 

1 1.7 

13.2 

12 

5.66 
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REPEAT  PERFORMANC 


NO.  1  FAX 

1987  The  Sharp 

brand  outsold  all  fax 
machines  in  1987— for  I 
good  reasons.  Sharp  "* 
takes  the  most  advanced 
technology  and  makes  it 
affordable.  Sharp  has  a 
full  line  of  networkable 
machmes  designed  to  grow 
with  your  business.  What  did 
Sharp  do  for  an  encore? 


NO.  1  FAX 

1988  :The  Sharp 

brand  outsold  all  other  fax 
machines— again.  Sharp 
machines  offer  the 
features— auto-dial,  auto- 
feed,  auto-cutter,  send-later 
and  sixteen-shade  halftone 
transmission— that  every 
business  wants  at  a  price  they 
can  afford.To  learn  more,  call 
1-800-BE-SHARR 


FROyW  SHARP  MINDS 
COME  SHARP  PBODUCTS 


COMPANY  SALES   PROFITS  

MABGINS  JPN  yi 


3rt 

CHANGE 

9 

5"^ 

■  '-  -^S 

FSOM 

u^^fTKS 

19S5 

1968 

1989 

ISS? 

-988 

5  V  _ 

SW- 

23  TRANSPORTATION 

INDUSTRY  COMPOSfTE 

25705.9 

1  1 

75545.8 

13 

1073.4 

-35 

3512.3 

10 

4.2 

7.1 

12.6 

12 

3.20 

ini  AIBUNES 

GkOUP  G0MP05IIE 

9945.8 

12 

291 80.6 

1 7 

335.0 

-57 

1240.7 

-9 

3.4 

8.7 

14.2 

10 

5.98 

Alaska  Air  Group 

268.9 

11 

693.2 

12 

23-5 

1 

40.5 

29 

8.7 

9.7 

14.4 

8 

2-93 

America  West  Airlines 

243.4 

21 

715.2 

27 

3-7 

49 

12.1 

NM 

1.5 

1.2 

16.9 

16 

0.73 

AMR 

2727.4 

17 

7894-1 

22 

137-0 

-9 

415.9 

16 

5.0 

6.5 

15.3 

8 

8-52 

Braniff  iib 

i53.1 

1  5 

418-4 

37 

-20-0 

NM 

-56.0 

NM 

NV, 

3.4 

NM 

NV. 

-4.43 

Delta  Air  Lines  : 

2173.4 

16 

6523-2 

19 

133-1 

33 

408.9 

58 

6.1 

5.3 

18.6 

7 

9.86 

Southwest  Airlines 

266.4 

1 1 

759.5 

20 

24.6 

-8 

63.4 

52 

9.2 

11.1 

13.8 

10 

2.6C 

UAL 

2581-8 

7 

7426.1 

10 

1 10.9 

—72 

3 1 7.4 

-43 

4.3 

16.7 

25.3 

10 

17-6C 

USAir  Group 

1531.3 

3 

4751-0 

-77.7 

NM 

38.5 

-73 

NM 

4.6 

2.8 

34 

1-29 

DAM  DAAnC 

-  KAILKWAW9 

CROUP  COMPOSfTE 

7604.1 

-1 

22843.8 

2 

583.7 

-1 

1616.5 

42 

7.7 

7.7 

12.2 

12 

3.15 

Burlington  Northern 

1 149.0 

-1 

3429-5 

-3 

72.9 

1 0 

1  o2- 1 

-1 

6.3 

5.7 

2i.2 

10 

2.70 

Consolidated  Rail 

835.0 

-5 

2588.0 

0 

87.0 

5 

229.0 

0 

10.4 

9.5 

7.4 

10 

4.47 

CSX 

1893.0 

0 

5711.0 

3 

94.0 

-18 

301.0 

NM 

5.0 

6.0 

13.0 

9 

3.89 

Kansas  City  Southern  Industries 

129.3 

-2 

379.0 

0 

9.6 

109 

26.4 

124 

7.4 

3.5 

-10.7 

NM 

-3.09 

Norfolk  Southern 

1 142.1 

_2 

3428.1 

4 

150.5 

-16 

458.0 

0 

13.2 

15.4 

12.3 

10 

3.61 

Santa  Fe  Pacific 

733.8 

-3 

2146.1 

-5 

33.8 

NM 

14.0 

-42 

4.6 

NM 

20.2 

24 

0.86 

Soo  Line 

143.4 

6 

407.9 

-6 

-1.5 

NM 

-1.7 

NM 

NM 

2.2 

0.5 

NM 

0.14 

Union  Pacific 

1  0/  0-0 

/. 

-•/ 

1 37  4 

_2 

427  7 

6 

Q  7 
0./ 

9  1 

1  J.O 

5-36 

fc) TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4788.2 

26 

13671.1 

22 

62.2 

-5 1 

268.9 

-12 

1 .3 

3.3 

8.3 

21 

1.32 

Airborne  Freight 

237-5 

21 

687.9 

23 

5.3 

'2.3 

Jz 

2.2 

1.1 

10.6 

19 

1-96 

Federal  Express  " 

1647-5 

53 

4599.8 

48 

30.4 

-37 

96.2 

-31 

1.8 

4.5 

10.0 

19 

2.84 

Gatx 

185.0*' 

21 

514.3 

20 

17.8 

36 

50.5 

33 

9.6 

8.6 

21.8 

10 

6.09 

International  Lease  Finance 

81-1** 

52 

227.0 

51 

11-7 

14 

33.2 

6 

14.4 

19.2 

13.2 

21 

1.13 

PHH  ; 

456.1 

T 

'346.^ 

12,0 

1  2 

40.0 

346 

2.6 

2.5 

14.2 

12 

2-9: 

RLC  ; 

81.1 

6 

236.0 

1 2 

4.7 

-b 

12-0 

5 

5.8 

6.6 

14.3 

9 

0.9C 

Ryder  System 

1276.8 

1 

3788.0 

2 

-27.6 

NM 

31.1 

-64 

NM 

4.4 

5.0 

25 

0.91 

Subaru  of  America  i2' 

508-8 

47 

1329.5 

4 

-3.5 

N.W 

-42.7 

NM 

NM 

NM 

-36-8 

NM 

-1.42 

Trinity  Industries  ? 

314.4 

51 

941  9 

59 

11.3 

122 

36.3 

120 

3-6 

2.4 

18-8 

14 

2.46 

(d) TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

3367.9 

18 

9850.4 

21 

92.4 

-39 

386.2 

1 

2.7 

5.3 

15.4 

12 

2.51 

Alexander  &  Baldwin 

135.S" 

675-C 

25 

29.0 

185.9 

72 

15-6 

15.1 

37.4 

8 

4-54 

American  President 

542.6*- 

2 

1643.0 

9 

8.1 

-73 

19.6 

-70 

1-5 

5.6 

4.2 

25 

1.17 

Carolina  Freight 

152.1 

0 

459.0 

4 

1.1 

-77 

4.7 

-3 

0.7 

3.1 

7.3 

14 

1.47 

Consolidated  Freightways 

1005.9 

43 

2768-9 

40 

9.5 

-71 

39.2 

-46 

0.9 

4.6 

10.2 

15 

2.04  ' 

Hunt  (J.  B.)  Transport  Services 

135.2 

30 

377.2 

30 

9.4 

-5 

22.3 

-9 

7.0 

9.5 

19.2 

15 

1.3: 

Preston 

155.2 

0 

464.2 

5 

0.2 

-94 

3.4 

-48 

0.1 

1.8 

3.7 

16 

0.73 

Roadway  Services 

625.3 

26 

1802.7 

25 

23.6 

15 

65.6 

35 

3.8 

4.1 

14.2 

15 

2.47 

Yellow  Freight  System 

565.  B 

1660,4 

1 1 

11-5 

-57 

45.7 

-9 

2.0 

5.0 

14.8 

12 

2.24 

24  UTILITIES 

INDUSTRY  COMPOSITE 

33606.9 

4 

96564.0 

6 

4642.8 

8 

10674.5 

3 

13.7 

13.3 

9.8 

14 

2.08 

(a)  ELECTRIC 

GROUP  COMPOSITE 

29434.9 

3 

82798.1 

5 

4522.9 

1 

10126.6 

0 

15.2 

15.7 

10.0 

13 

2.11 

Allegheny  Power  System 

537-7 

2 

1686.6 

3 

4S.4 

-10 

162.7 

-3 

9.0 

10.2 

12.8 

10 

3.83 

American  Electric  Power 

1297.0 

1 

3757.3 

4 

178.5 

-5 

499.4 

-3 

13.8 

14.7 

14.3 

10 

3.16 

Baltimore  Gas  &  Electric 

560.0 

3 

1518.6 

6 

1 17.8 

-13 

232.2 

-11 

21.0 

24.7 

12.8 

10 

3.07 

Carolina  Power  &  Light 

712.4 

1874.4 

9 

138.3 

NM 

315.0 

106 

19.4 

N.M 

13.9 

11 

4.06 

Centerior  Energy 

637.6 

9 

1770.2 

12 

125-8 

-1 

305.1 

10 

19.7 

21.7 

-2.7 

NM 

-0.52 

Central  &  South  West 

764.0 

-A 

1937.0 

0 

122-0 

-23 

280.0 

-13 

16.0 

20.0 

10.9 

12 

3.00 

Central  Illinois  Public  Service 

163.3 

-8 

459.1 

-3 

38-8 

75.7 

1 

23.8 

23.0 

13.6 

10 

2.37 

Cincinnati  Gas  &  Electric 

316.8 

1 

1031.3 

1 

63.6 

-2 

173.6 

20.1 

20.7 

16.1 

7 

3.98 

CMS  Energy 

569.1 

-3 

2100.5 

1 

73.2 

1 

253.2 

17 

12.9 

12.3 

16.9 

9 

3.78 

Commonwealth  Edison 

1767.5 

-5 

4440.3 

4 

361-1 

-15 

653.2 

-1 

20.4 

22.7 

9.2 

13 

2.98 

Commonwealth  Energy  System 

172.5 

20 

572.6 

15 

1.8 

NM 

25.4 

16 

1.0 

NM 

12.1 

9 

3.83 

Consolidated  Edison  Co.  of  N.  Y. 

1575.0 

7 

4180.0 

7 

282.6 

6 

500.8 

-1 

17.9 

18.1 

13.3 

10 

2.45 

Detroit  Edison 

861.8 

-1 

241C-3 

139.5 

— i 

338.4 

49 

16.2 

16-8 

-7.1 

N.M 

-1.10 

I  DPL 

202-1 

-7 

691.4 

-5 

31.2 

56 

119.2 

3 

15.4 

9.2 

14.8 

9 

3.11 

Duke  Power 

-2 

2751.8 

-1 

194. E 

6 

19.3 

18.7 

11.9 

12 

4-16 

1     Florida  Progress 

607-4 

8 

1604-3 

5 

79  4 

24 

170-6 

3 

13.1 

11.5 

14.4 

10 

3.77 

FPL  Group 

1812.5 

10 

4708-4 

6 

169.5 

-9 

373.2 

-6 

9.4 

11.3 

12.9 

10 

3.25 

General  Public  Utilities 

773.3 

-1 

2204.9 

2 

112.6 

22 

263.1 

-3 

14.6 

11.9 

13.6 

9 

4.86 

;     Hawaiian  Electric  Industries 

240.0 

23 

657.0 

22 

19.7 

16 

54.4 

17 

8.2 

8.7 

13.3 

14 

2.44 

1     Illinois  Power 

391.8 

0 

999.5 

0 

62.4 

-35 

-287.3 

NM 

15.9 

24.5 

-21.1 

NM 

-4-28 

Kansas  Gas  &  Electric 

167.5 

-4 

427.2 

5 

32.1 

-30 

56.3 

-20 

19.2 

26.5 

9.3 

12 

1.81 

Louisville  Gas  &  Electric 

171.7 

-5 

509.6 

1 

32.8 

-16 

73.8 

-1 

19.1 

21.6 

12.6 

11 

3.61 

New  England  Electric  System 

414.6 

5 

1214.1 

6 

35.7 

-11 

103.9 

NM 

8.6 

10.1 

10-8 

13 

2.00 

New  York  State  Electric  &  Gas 

320.0 

-19 

133.3 

-9 

S-3 

10-5 

1 .9 

10 

2.56 
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150  cities 
in  18  countries 
on  4  continents 
have  one  thing 
in  common: 

Us- 


We're  called  Trans  World  Airlines. 

But  don't  take  the  "world"  part 
too  literally.  Because  even  though  we 
fly  to  cities  all  over  Europe  and  the 
Middle  East,  we're  not  just  an  inter- 
national airline. 

The  TWA  network  includes 
over  125  cities  in  the  US.  alone. 

And  that  number  is  growing  all 
the  time. 


So,  whether  your  travel  plans 
take  you  across  the  country  or 
across  the  ocean,  fly  with  the  airline 
that's  equally  at  home  both  here 
and  abroad.  Call  your  travel  agent, 
or  TWA  at  1-800-221-2000. 


Today's  TWA 


Find  out  how  good  we  really  are? 


"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  cinnucil 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
companies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Z3 


COMPANY  SALES   PROFITS  

MARGINS        RETURN  ON 


COMMON  12 


3(d 

CHANGE 

9 

CHANGE 

3fd 

CHANGE 

9 

CHANGE 

3rd 

3rd 

EQUITY 

PRICE- 

MONTHS' 

UUAM 1 tn 

UUMn 1 Cn 

FROM 

MWN  1  no 

oi  lanTFR 
ijUMn  1  cn 

ni  lARTPR 
UUAH 1 tn 

10  MriMTMQ 
1  d  WiUlN  1  no 

PAQMIM^C 
tMnMIINuo 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

1989 

1988 

ENDING 

RATIO 

PER 

SMIL 

S  MIL 

S.MIL 

S  MIL 

% 

9-33 

10-20 

SHARE 

Nio^oro  ^Aohowlc  Power 

613.0 

1 

2172.0 

2 

36.3 

-31 

141.7 

-33 

5.9 

8.6 

4.9 

21 

0.68 

Northeost  Utilities 

562.4 

3 

1632.2 

5 

65.0 

-14 

184.8 

-5 

1 1.6 

13.9 

12.4 

1 1 

1.99 

Northern  Stotes  Power 

483.0 

_9 

1490.2 

-2 

73.3 

-13 

181.2 

-6 

15.2 

16.0 

12.6 

12 

2.93 

Ohio  Edison 

550.0 

-3 

1609.3 

0 

100.7 

14 

287.7 

1 1 

18.3 

15.6 

8.6 

15 

1.44 

Pocific  Oqs  &  Electric 

2245.9 

14 

6441.6 

15 

317.0 

32 

797.7 

52 

14.1 

12.2 

3.3 

36 

0.56 

PennsylvoniQ  Power  &  Li^ht 

548.6** 

3 

1 694.4 

2 

79.4 

4 

245.4 

-4 

5.4 

14.3 

13.1 

1 1 

3.62 

Philodelphio  Electric 

895.4 

0 

2563.3 

5 

205.5 

4 

457.8 

-2 

23.0 

21.9 

12.7 

10 

2.21 

Pinnacle  West  Capital 

458.8 

-2 

1  151.0 

3 

13.2 

-80 

39.1 

-75 

2.9 

13.7 

-5.5 

NM 

-1.28 

Portland  Oeneral 

187.6 

6 

584.7 

5 

7.4 

-63 

52.0 

-22 

4.0 

1 1.3 

9.3 

13 

1.76 

PotofTioc  Electric  Power 

478.3 

2 

1099.9 

3 

1  12.1 

5 

178.7 

1 

23.4 

22.7 

16.3 

10 

2.14 

Public  Service  Co.  of  Colorado 

383.0 

8 

1317.2 

4 

23.5 

NM 

106.7 

43 

6.1 

NM 

16.2 

9 

2.75 

1 1 52.0 

4 

3489.9 

9 

182.0 

-6 

464.5 

_1 

1  5.8 

17.5 

13.2 

10 

2.57 

rugeT  bouna  rower  a  Lignf 

1 84.7 

9 

645.7 

1  4 

20.9 

2 

97.0 

1  1  1 
1  I  .J 

1  0  1 

1  ^.  1 

1  J.U 

1  p, 

OTA 

Rochester  Gas  &  Electric 

183.2 

5 

612.7 

5 

18.4 

-16 

49.8 

-24 

10.1 

12.6 

9.8 

1 1 

1.75 

San  Diego  Gas  &  Electric 

500.9 

-7 

1504.6 

-3 

53.4 

8 

132.6 

-7 

10.7 

9.2 

13.7 

13 

3.02 

Scana 

300.3 

6 

838.7 

3 

47.2 

6 

105.8 

1 

15.7 

15.7 

13.5 

1 1 

3.03 

SCEcorp 

2182.2 

8 

5284.7 

12 

412.0 

2 

693.1 

0 

18.9 

19.9 

15.2 

10 

3.51 

Southwestern  Public  Service  (4) 

226.8 

1 

614.7 

1 

33.9 

-3 

84.6 

4 

15.0 

15.6 

16.0 

12 

2.45 

Teco  Energy 

290.3 

1 

803.7 

1 

46.7 

19 

1 1 1.8 

9 

16.1 

13.7 

15.4 

12 

2.30 

Union  Electric 

618.8 

-6 

1558.5 

-3 

138.0 

-6 

239.6 

-1 1 

22.3 

22.3 

12.7 

1 1 

2.35 

Wisconsin  Energy 

_^ 

1 1 05  3 

_3 

48  7 

_3 

1 50  0 

-10 

1 4  2 

1 3  9 

1 3  0 

1 2 

2  47 

(bl  OAS  &  TRANSMISSION 

GROUP  COMPOSITE 

41 72.0 

1 7 

13765*9 

14 

1 19.9 

NM 

547.8 

117 

2.9 

NM 

7.2 

24 

1 .52 

Eastern  Enterprises 

160.1 

44 

614.5 

24 

-1.1 

NM 

41.8 

23 

NM 

NM 

1 1.7 

12 

2.52 

Enserch 

633.3 

-2 

1971.5 

-3 

6.8 

NM 

47.1 

NM 

1.1 

NM 

7.0 

33 

0.70 

Nicor 

173.0 

19 

1  128.4 

8 

3.7 

236 

73.5 

7 

2.1 

0.8 

17.1 

1 1 

3.68 

Pacific  Enterprises 

1573.0 

1 

4979.0 

15 

51.0 

-23 

175.0 

-6 

3.2 

4.2 

11.0 

14 

3.49 

Panhandle  Eastern  t 

721.0 

167 

1658.0 

68 

0.4 

NM 

28.3 

NM 

0.1 

NM 

0.3 

NM 

-0.16 

Sonat 

280.0 

5 

1331.9 

29 

15.6 

-13 

85.8 

18 

5.6 

6.7 

8.7 

18 

2.40 

Tronsco  Energy 

631.7 

1  1 

2082,6 

-2 

43  4 

990 

96-2 

264 

6.9 

0.7 

-4.3 

NM 

-0.87 

ALPHABETICAL  LIST  OF  COMPANIES 
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American  Express  17a 

Avery  International  1  5a 

Blount  13b 

Centerior  Energy  24a 

Comm.  Energy  24a 

Cyprus  Minerals  1  6c 

D 

urr-Fillouer  Medical  12 

A 

American  General  17b 

Avnet  21b 

Bootmen  s  Bancshares  3b 

Centex  13b 

Commtron  14b 

DWG  1  5d 

A&P  I0< 

American  Greetings  14d 

Avon  Products  6d 

Bob  Evans  Farms  14a 

Central  &  South  West  24a 

Communs.  Trans.  22a 

D 

Dynatech  18b 

AAR  21b 

American  Home  12b 

AVX  9d 

Bohemia  19a 

Central  Illinois  PS  24a 

Community  Psych,  12c 

Dairy  Mart  10c 

Abbott  Loboratories  12d 

American  Maize  10b 

Boise  Cascade  19a 

CF&I  Steel  16b 

Compaq  Computer  18b 

Dona  2b 

E 

Advonced  Micro  9d 

Americon  Nationol  17b 

B 

Bowatet  19b 

Champion  Ents.  13b 

Computer  Associates  18c 

Dart  Group  5 

E-Systems  9b 

Advo-System  21  d 

American  Petroftno  lib 

Baker  (J.)  8 

Brand  21a 

Champion  IntI  19b 

Computer  Sciences  18c 

Dotapoint  18c 

Eogle-Picher  Industries  2 

Aetna  Life  &  Cosuolty  1 7b 

American  President  23d 

Ball  7a 

Braniff  23a 

Chaparral  Steel  16b 

Comsot  22a 

Doyton  Hudson  8 

Eastern  Enterprises  24b 

Affiliated  Pubs.  20b 

American  Savings  17c 

Baltimore  G&E  24a 

BriggsS.  Stratton  15c 

Charming  Shoppes  8 

ConAgra  10b 

De  Soto  13a 

Eaton  2b 

Ahmanion  (H.  F.)  1  7< 

American  Stores  lOc 

Banc  One  3b 

Bristol-Myers  Squibb  12d 

Chase  Monhotton  3a 

Concurrent  Computer  18b 

Dean  Foods  10b 

E 

chlin  2b 

Air  Products  8,  Chemicals  4 

American  TV  20a 

Bandog  2c 

Brown  Group  6a 

Chemed  6d 

Conner  Peripherals  18b 

Deere  1  5c 

Ecolob  6d 

Airborne  Freight  23c 

Ameritech  22b 

Bank  of  Boston  3a 

Brown-Forman  6c 

Chemical  Banking  3a 

Consolidated  Edison  24a 

Delchamps  10c 

Edwards  (A.  G.)  17a 

Alasko  Air  Group  23a 

AmeriTrust  3b 

Bank  of  New  England  3a 

Bruno's  10c 

Chemicol  Waste  21c 

Cons.  Freightwoys  23d 

Dell  Computer  18b 

EG&G21a 

Albany  InternationcI  1  5d 

Ameron  13a 

Bank  of  New  York  3a 

Brunswick  14d 

Chesapeoke  19b 

Consolidated  Papers  19b 

Delta  Air  tines  23a 

E 

merson  Radio  6b 

Alberto-Culver  6d 

Ames  Department  Stores  8 

BankAmerica  3d 

Brush  Wellmon  16c 

Chevron  lib 

Consolidated  Roi!  23b 

Deluj.e  18a 

E 

mpire  of  America  1  7« 

Albertson's  10c 

Ameiek  9a 

Bankets  Trust  New  York  3a 

Burlington  Northern  23b 

Child  World  8 

Consolidoted  Stores  8 

Dennison  Mfg.  18a 

Engelhard  4 

ALC  Communicotions  22a 

Amoco  lib 

Banta  21  d 

Burlington  Resources  lib 

Chrysler  2a 

Constor  International  7a 

Detroit  Edison  24a 

E 

nserch  24b 

Alcoa  16a 

AMP  9d 

Bard  |C.  R.|  12d 

Businesslond  18a 

Church  &  Dwighl  6d 

Contel  22b 

Dexter  4 

Equifax  17a 

Alex.  Brown  17a 

AMR  23a 

Barnes  Group  13a 

Butler  Mfg  21a 

Cincinnati  Bell  22b 

Continental  Bank  3b 

Di  Giorgio  10a 

Esselte  Business  18a 

Alexonder  8,  Baldwin  23d 

Analog  Devices  9d 

Bornett  Bonks  3c 

Cincinnati  G&E  24a 

Control  Data  18b 

Diamond  Shamrock  lib 

Ethyl  4 

Alexander's  8 

Angelica  6a 

Bassett  furniture  6b 

c 

Circle  K  10c 

Cooper  Industries  9a 

Diebold  18a 

Everex  Systems  1 8b 

Alleghany  1 7a 

Anheuser-Busch  6c 

Bausch&Lomb  12d 

Caesars  New  Jersey  14c 

Circuit  City  Stores  6b 

Cooper  Tire  &  Rubber  2< 

Digital  Equipment  18b 

E 

xxon  lib 

Allegheny  Ludlum  16b 

Anthem  Electronics  21  b 

Baxter  International  12d 

Caesars  World  14c 

Circus  Circus  14< 

CoreStates  Financial  3a 

Dillord  8 

Allegheny  Power  24a 

Anthony  Industries  14d 

Beor  Stearns  17a 

ColFed  17c 

Citicorp  3a 

Corning  1  5a 

Dime  Savings  Bank  1  7c 

F 

Allen  Group  9c 

Apogee  Enterprises  21a 

Bearings  21b 

CalMat  13a 

Citizens  &  Southern  3c 

Corroon  &  Black  17a 

Dollar  General  8 

Family  Dollar  Stores  8 

Allergon  12b 

Apple  Boncorp  1 7c 

Beckman  Instruments  9c 

Cameron  Iron  Works  11c 

Clark  Equipment  15b 

CPC  International  10b 

Donoldson  2b 

Fay's  12a 

Allied-Signal  5 

Apple  Computer  18b 

Bell  Atlantic  22b 

Campbell  Soup  10b 

Cleveland-Cliffs  16c 

Crane  1  5a 

Donnelley  (R.  R.)21d 

Federal  Express  23c 

Alltel  22b 

Applied  Mognetics  18b 

Bell  Industries  21b 

Capitol  Cities/ABC  20a 

Clorox  6d 

Crawford  17a 

Dover  15c 

Federal  Natl.  Mtg.  17a 

AM  International  18b 

Applied  Materials  1  5e 

BellSouth  22b 

Cardinal  Distribution  12a 

CMS  Energy  24a 

Cray  Research  18b 

Dow  Chemical  4 

Federal  Paper  Board  7fa 

Amax  1  6a 

Arbor  Drugs  12a 

BelolA  H.|20b 

Carlisle  2c 

Coca-Colo  6c 

Crestor  Finonciol  3c 

Dow  Jones  20b 

Federal  Signal  2a 

AMC  Entertainment  14b 

Arco  Chemical  4 

Bemis  7b 

Carnival  Cruise  Lines  I4d 

Coca-Colo  Bottling  6c 

Crompton  &  Knowles  4 

Downey  Savings  17c 

Federal  Mogul  2b 

Amcast  Industrial  16c 

Aristech  Chemical  4 

Bergen  Brunswig  12a 

Corolino  Freight  23d 

Coco-Colo  Enterprises  6c 

Crown  Central  lib 

DPI  24a 

Ferro  4 

Amdahl  18b 

Armco  16b 

Best  Buy  6b 

Carolino  Power  24a 

Colgate-Palmolive  6d 

Crown  Cork  &  Seal  7a 

Drovo  21a 

FHP  international  12c 

Amerada  Hess  lib 

Arrow  Electronics  21b 

Bethlehem  Steel  16b 

Carpenter  Tech.  1 6b 

Collins  Foods  14a 

CPS  Sirrine21a 

Dresser  Industries  1 1c 

F 

eldcrest  Cannon  1  5d 

America  West  23a 

Arvin  Industries  2b 

Beverly  Enterprises  12c 

Carter  Howley  Hale  8 

Combustion  Eng.  21a 

Crystol  Brands  6a 

Drug  Emporium  12a 

F 

ggie  International  5 

American  Brands  6e 

Asarco  16c 

Big  B  12a 

Casey's  General  10c 

Comerica  3b 

CSX  23b 

DSC  Communs.  22a 

F 

nonciol  Corp.  1  7c 

American  Building  21e 

Ashlond  Oil  1  lb 

Bindley  Western  12a 

Coslle  |A.  M,)21b 

Commerce  Clearing  20b 

cue  International  18a 

Du  Pont  4 

F 

reman'sFund  17b 

Americon  Business  18a 

AST  Research  18b 

Birmingham  Steel  16b 

Caterpillar  I  Sc 

Commercial  Intertech  1  5< 

Cummins  Engme  2b 

Duke  Power  24a 

F 

rst  Bonk  System  3b 

American  Cyanamid  4 

AT&T  22a 

Block  (H&RI  1 7a 

CBS  20a 

Commercial  Metals  16b 

CVN  8 

Dun  &  Bradstreet  20b 

F 

rsl  Chicago  3b 

American  Electric  24a 

Atlantic  Richfield  lib 

Blockbuster  Ent.  14b 

Centel  22b 

Commonwealth  Ed.  24a 

Cyclops  Industries  16b 

Duplex  Products  18a 

Continued  on  p.  176 
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Continued  from  p.  174 

First  City  Bancorp.  3d 
First  Fidelity  3a 
First  Frnanciol  Mgmt.  I  7a 
First  Interstate  Boncorp  3d 
First  Union  3c 
First  Wachovia  3c 
Fleet/Norstar  3a 
Fleetwood  Ents.  I4d 
Flerr^ing  10a 
Florida  Progress  24a 
Flowers  Industries  10b 
Ftuor  2lo 
Fluorocorbon  1  5a 
FMC  I5t 
Food  Lion  lOc 
Foodoromo  lOc 
Ford  Motor  2a 
Forest  City  13b 
Foxboro  9e 
FPL  Group  24o 
Freepoil-McMoRan  4 
Freeport  Copper  1  6c 
Fruit  of  the  Loom  6a 
Fuller  (H  B  )  4 
Fuqua  Industries  5 


Galoob  (Lewis)  Toys  14d 
Gannett  20b 
Gap  8 
GgIx  23c 
GenCorp  1 
Genentech  12b 
General  Cinema  6c 
General  Dynamics  1 
General  Electric  5 
General  Host  5 
General  Instrument  9b 
General  Mills  10b 
General  Motors  2a 
General  Nutrition  lOc 
General  Public  Uts.  24a 
Generol  Signal  9c 
Genesco  8 
Geniyte  Group  9a 
Genovese  Drug  12a 
Genuine  Parts  21b 
Georgia  Gulf  4 
Georgia-Pacific  19a 
Gerber  Products  10b 
Gerty  Petroleum  21b 
Giant  Food  10c 
Gillette  6d 
Glatfelter(P  H  )  19b 
Glenfed  17c 
Golden  West  1  7c 
Goldome  17c 
Goodrich  (B  F  j4 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  15c 
Grace  (W,  R,)4 
Grace  Energy  1  Ic 
Grainger  (W  W)21b 
Great  American  Bonic  17c 
Great  A&P  10c 
Great  Lakes  Chemical  4 
Greot  Northern  19b 
Greot  Western  17c 
Greif  Bros.  7b 
Greyhound  5 
Grossman's  8 
Grovs  Group  4 
Grubb  '.Ellis  13b 
GTE  22b 
Guilford  Mills  15d 

H 


Hancock  Fabrics  8 


Handleman  2le 
Hanna(M-  A  )  4 
Hannaford  Btothers  I0< 
Harlond  (John  H.)  18a 
Harley  Davidson  I4d 
Hamii^hfeger  I  5t 
Horni  9b 
Horsco  1  5a 
HorHord  Steam  17b 
Hartmarx  6o 
Hasbro  I4d 
Hawaiion  Electric  24a 
Hechinger  8 
Heekin  Can  7o 
Heilig-Meyers  6b 
Heinz  (H.  J.)  lOb 
Helene  Curtis  Industries  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
He«cel  15a 

Highland  Superstores  6b 
Hillenbrond  15a 
Hills  Department  Stores  8 
Hilton  Hotels  14c 
Holiday  14c 
Holly  lib 
Home  Depot  8 
HomeFed  1  7t 
Homestake  Mining  16c 
HON  Industries  18a 
Honeywell  9c 
HormeMGeo  A.)  lOb 
Houghton  Mifflin  20b 
House  of  Fabrics  8 
Hubbell  9a 
HuFFy  14d 
Hughes  Supply  13a 
Humana  12c 
HuntlJ  B  l23d 
Huntington  Boncshores  3b 


IBM  18b 
IBP  lOb 

Ideal  Basic  Inds.  13a 
Illinois  Power  24a 
Illinois  Tool  Works  1  5a 
IMC  Fertilizer  4 
Imo  Industries  9c 
Inocomp  Computer  18a 
Ingersoll-Rand  I  5c 
Inland  Steel  16b 
Intel  9d 

Intelligent  Electronics  18a 
Inter  Regional  Fin  17a 
Inlerco  6a 
Interface  1  5d 
Intergroph  18b 
Intermork  6b 
Internotionol  Leose  23c 
International  Minerals  4 
IniL  Multifoods  10a 
Internotionol  Paper  19fa 
Interpublic  Group  21  d 
InterTon  6b 

in  5 


Jocobson  Stores  8 
James  River  19b 
Jameswoy  8 
JeFFerson  Smurfit  7b 
Johnson  &  Johnson  12d 
Jorgensen  (EarleM.|21b 
Jostens  15a 

JWP21e 


K  mort  8 
Kaman  I 

Kansas  City  Southern  23b 
Kansas  G&E  24a 
Karcher  (Carl)  14a 
Kaufman  &  Brood  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kennometal  15b 
KeyCorp  3a 
Keystone  Intl.  15a 
Kimball  Internotionol  6b 
Knight  Riddei  20b 
Kroger  10c 


L.  A.  Gear  6a 
Lo-Z-Boy  Choir  6b 
Loclede  Steel  1 6b 
Loforge  13a 
Lomson  &  Sessions  2b 
Lance  10b 
Lands'  End  8 
LDI  1  8c 

Leggett  &  Plott  6b 
Lennar  13b 
Leslie  Fay  6a 
Lifetime  12c 
Lilly  lEIi)  12b 
Limited  8 

Litlon  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loctite  4 

Lone  Stor  Industries  13a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 
Louisiana  Land  lib 
Louisiono-Pacific  19a 
Louisville  G&E  24a 
Lowe's  8 

LPL  Technologies  9d 
Lubrizol  4 

Luby's  Cafeterias  14a 
Lukens  16b 
Lyondell  1  lb 

M 


Mogmo  Copper  16c 

Mognetek  9a 

Manor  Core  12c 

Manufacturers  Hanover  3a 

Manufacturers  Notl.  3b 

Monville  13a 

Mopco  lib 

Morcade  Group  6a 

Morion  Loborotories  12b 

Mark  IV  Industries  6b 

Marriott  14c 

Morsh&  McLennan  17a 

Marshall  Industries  21b 

Mortin  Marietto  I 

Mattel  14d 

Maxtor  18b 

Muxxam  1  6a 

May  Deportment  Stores  8 

Maytog  6b 

MCA  14b 

McClotchy  News.  20b 
McCormick  10b 
McDonold's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 
MCI  Communicotions  22a 
McKesson  12a 


Mead  19b 

Medco  Containment  12a 
Medio  General  20b 
Medtronic  12d 
Mellon  Bonk  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  |Fred|  8 
Michigon  Notional  3b 
Microomerico  1 8c 
Micron  Technology  9d 
Microsoft  18c 
Midlontic  3a 
Miller  IHermanI  18a 
Millipore  9c 
Mine  Safety  12d 
Minnesota  Mining  1  5a 
Mitchell  Energy  lib 
MNC  Finonciol  3a 
Mobil  I  lb 
Modine  Mfg.  2b 
Molex  9d 
Monsanto  4 
Morgan  (J  P.)  3a 
Morgan  Products  21b 
Morgan  Stonley  17a 
Morrison  14a 
Morrison  Knudsen21o 
Morton  International  4 
Motorolo  9b 
Multimedia  20a 

N 


Nocco  Industries  11a 
Nashua  18a 
Notional  City  3b 
Notl  Convenience  10c 
National  Doto  17a 
Notionol  Educotion  21  e 
National  Medical  12c 
Notionol  Semicond.  9d 
Notionol  Service  9a 
Navistar  International  2a 
NBD  Boncorp  3b 
NCH  6d 
NCNB  3c 
NCR  18b 

Neimon-Morcus  Group  8 
Nerco  11a 

New  England  Electric  24a 

New  York  State  E&G  24a 

New  York  Times  20b 

Newell  15a 

Niogoro  Mohowk  24a 

Nicor  24b 

Nike  6a 

Nolond  13a 

Nordstrom  8 

Norfolk  Southern  23b 

Northeast  Savings  1  7c 

Northeast  Utilities  24a 

Northern  Stotes  24a 

Northern  Trust  3b 

Northrop  1 

Norwest  3b 

Novell  18c 

Noxell  6d 

Nynex  22b 


Occidentol  Pet.  lib 
Oflnce  Depot  21b 
Ohio  Edison  24a 
01in4 

Oneida  1  5a 


Oracle  Systems  18c 
Orion  Pictures  14b 
Oryx  Energy  lib 
Oshkosh  B'Gosh  6a 
Oshmon's  8 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Poccor  2a 

Poce  Membership  8 

Pocific  Enterprises  24b 

Pacific  G&E  24a 

Pocifrc  Telesis  Group  22b 

Paine  Webber  Group  1 7a 

Polls 

Panhandle  Eastern  24b 
Paramount  Comms.  14b 
Parker  Hannifin  2b 
Penn  Central  5 
Penn  Traffic  10c 
Penney  |J.  C.)  8 
Pennsylvania  Power  24a 
Pentoir  1  Sc 
Pep  Boys  2b 
PepsiCo  6c 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philadelphia  Electric  24a 
Philip  Morris  6e 
Philips  Industries  15a 
Phillips  Petroleum  lib 
Phillips-Von  Heusen  6a 
Piccadilly  Cofeterios  14a 
Pier  1  Imports  6b 
Pinnacle  West  24a 
Pitney  Bowes  18a 
Pittston  1 1  a 
Ply-Gem  Industries  13a 
PNC  Financial  3a 
Polaroid  14d 
Pope  &  Talbot  1 9a 
Portland  General  24a 
Potlatch  7b 
Potomoc  Electric  24a 
PPG  Industries  13a 
Precision  Costports  16c 
Premork  International  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 

Primerico  17a 
Procter  &  Gamble  6d 
Progressive  1  7b 
Provident  Life  1 7b 
PS  Co.  of  Colorodo  24a 
Public  Service  Ent.  24a 
Puget  Sound  Power  24a 
Pulitzer  Pub.  20b 


Quaker  Oats  lOb 
Quaker  State  lib 
Quolity  Food  Centers  10c 
Quanex  16b 
Quantum  18b 


Raytheon  9b 
Reebiok  International  6a 
Republic  New  York  3a 
Rexene  4 

Reynolds  Metals  16a 


Richfood  Holdings  lOo 
Rite  Aid  12a 
RLC  23c 

Roodwoy  Services  23d 
Robertson  (H.  H.)  1  5a 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rohm&Haas4 
Rohr  Industries  1 
Rollins  21e 
Rorer  Group  12b 
Rose's  Stores  8 
Ross  Stores  8 
RPM  13a 
Rubbermoid  15a 
Russell  6a 
Ryder  System  23c 
Rykoff-Sexton  10a 
Ryland  Group  13b 


Sofeco  1 7b 
Sofety-Kleen2lb 
Solem  Corpet  Mills  I  5d 
Salomon  1  7a 
San  Diego  G&E  24a 
Sonto  Fe  Pacific  23b 
Soro  Lee  lOb 
Scono  24a 
SCEcorp  24a 
Schering  Plough  12b 
Schlumberger  lie 
Schulmon  (A  )  4 
Schwob  (Chorles)  1  7a 
Scott  Paper  19b 
ScrippslE.  W|20b 
Seoboord  I  Ob 
Seogote  Technology  18b 
Sealed  Air  I  5a 
Sears,  Roebuck  8 
Security  Pacific  3d 
Service  Merchandise  8 
Show  Industries  I  5d 
Showmut  Notionol  3a 
Sheorson  Lehman  17a 
Shervvin  Williams  13a 
Shoney's  14a 
Signet  Bonking  3c 
Silicon  Graphics  18b 
Sizzler  Restaurants  14a 
Skyline  13b 
Smith  (A.  0.)2b 
Smith's  Food&  Drug  lOc 
Smithfield  Foods  10b 
Smucker(J.  M.I  lOb 
snap  on  Tools  1 5b 
~".oftsel  Computer  1 8a 
Sonol  24b 
So-ioco  Products  7b 
Soo  Line  23b 
Soul  idown  13a 
So  N  -w  Eng.  Tel.  22b 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Sovron  Finonciol  3c 
Spiegel  8 

Springs  Industries  1  5d 
SPX  2b 
Squore  D  9a 
Stondord  Brands  13a 
Stondord  Federal  1  7c 
Stondord  Motor  2b 
Stondord  Products  2b 
Stondord  Register  18a 
Stonhome  6d 
Stanley  Works  1  Sb 
Stepon  6d 
Sterling  Chemicols  4 


Stewart  &  Stevenson  21b 
Stone  Container  7b 
Storage  Technology  1 8b 
Stratus  Computer  18b 
Strowbridge  &  Clothier  8 
Stride  Rite  6a 
Student  Loan  Mktg.  17a 
Subaru  of  America  23c 
Sudbury  2b 
Sun  lib 

Sun  Microsystems  18b 
Sundstrond  I 
SunTrust  Bonks  3c 
Super  Food  Services  10a 
Super  Votu  Stores  lOa 
Synlex  12b 
Sysco  10a 


Tolley  Industries  1 

Tondon  18b 

Tandy  18b 

TBC21b 

TCF  Financial  1 7c 

Tech  Data  1 8a 

Teco  Energy  24a 

Tecumseh  Products  13a 

Tektronix  9c 

Teledyne  5 

Teleflex  15a 

Telerote  1  7a 

Temple-Inland  7b 

Tennecc  5 

Terodyne  9e 

Terex  1  5c 

Texaco  lib 

Texas  Industries  13a 

Texas  Instruments  9d 

Textron  5 

TGI  Fnday's  14a 

Thiokol  1 

Thomas  &  Belts  9d 

Thomos  Industries  9o 

3Com  18b 

3M  15a 

Tiffany  8 

Time  Warner  20b 

Times  Mirror  20b 

Timken  15c 

TJ  International  13a 

TJX  8 

Tonka  14d 

Torchmork  1  7b 

Toro  6b 

Town  &  Country  1 5a 
Toys  R'  Us  8 
Tronsco  Energy  24b 
Tribune  20b 
Trinity  Industries  23c 
Trinovo  1  5a 
TRW  5 
Tultex  6a 
TW  Services  14a 
Tyco  Laboratories  1  5c 
Tyler  13a 


U.  S.  Bancorp  3d 

U.  S.  Shoe  8 

U.  S.  Surgical  12d 

UAL  23a 

UJB  Finonciol  3a 

Unifi  1 5d 

Union  Camp  19b 

Union  Corbide  4 

Union  Electric  24a 

Union  Pacific  23b 

Union  Texas  lib 

Unisys  18b 


United  Industriol  9b 
United  Stolioners  21b 
United  Technologies  1 
United  Telecomms.  22a 
Univar21b 
Universal  6e 
Universal  Heolth  12c 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USG  13a 
USLico  17b 
USLife  17b 
U5T6e 


VolCom  21  e 

Valero  Energy  lib 

Volley  Notionol  3d 

Volmont  Industries  I  5a 

Volspor  13a 

Van  Dorn  7a 

Vorian  Associates  9b 

VF  6a 

Viacom  20a 

Vicorp  Restaurants  14a 

Village  Super  Morket  10 

VLSI  Technology  9d 

Volt  Inf.  Sciences  21e 

Vulcon  Materials  13a 

VWR21b 

w 


Wobon  8 
Wol  Mort  Stores  8 
Walgreen  12a 
Wallace  Computer  1 8a 
Wong  Loborotories  18b 
Warner  Commons.  14b 
Warner-Lambert  12b 
Woshington  Post  20b 
Waste  Management  21< 
Wousou  Paper  Mills  1 9b 
Weirton  Steel  1 6b 
Weis  Markets  10< 
Wells  Forgo  3d 
Westcorp  1 7c 
Western  Digital  1 8b 
Western  Publishing  20b 
Westinghouse  Electric  9« 
Westmork  Intl.  I2d 
Westmorelond  Coal  11a 
Westvoco  19b 
Weyerhaeuser  19a 
Wheeling-Pittsburgh  161 
Whitman  5 
Wholesale  Club  8 
Willamette  Industries  19 
Willcox&Gibbs2lb 
Williams  (A.  L|  17b 
Winn-Dixie  Store;  lOc 
Winnebago  Inds.  I4d 
Wisconsin  Energy  24a 
WLR  Foods  lOb 
Wolohon  Lumber  21b 
Wolverine  World  Wide  € 
Woolworth  8 
Worthington  Inds.  1 6b 
Wngley  |Wm.|  Jr.  10b 
WTD  Industries  19a 
Wyle  Loborotories  21b 
Wymon-Gordon  1  5a 
Wyse  Technology  1 8b 

XYZ 


Xero.t  18b 
Yellow  Freight  23d 
Zenith  Electronics  1 8b 
Zurn  Industries  21a 


1 7fs  BUSINESS  WEEK/NOVEMBER  13,  1989 


Footnales  on  page  141 


CORPORATE  SCOREBOAI 


Nowf  Get  386  System  Performance  At  A  286  System  Price. 


It  just  doesn't  make  sense  to  buy 
another  286-based  personal 
computer 
Not  since  we  created  the  386 "  SX  micro- 
processor Now  you  can  buy  a  386  SX-based 
system  for  the  price  of  a  286-based  system. 
And  invest  in  the  fuaire,  not  in  the  past. 
386  SX  makes  it  easv  to  make  the  move. 


Its  one  hundred  percent  compatible  with  the 
286.  So  all  your  softv^'are  moves  with  you.  And 
it  s  one  zillion  percent  better  Because  it  mns 
all  the  new  386  software,  too,  which  the  286 
can't.  386  SX.  Ask  for  it  the  very  next  time  you 
buy  a  computer 

386  SX.Now's  the  time 
to  make  the  move. 


intJ 


Need  to  know  more  about  386  SX  computers  '''  Call  ]-800'~'22-7~'72  ext  3A02  ami  we  'll  send  you  an  informative  ovennew 


386isatrademarkoflntt.-ICorpuraiion  Intel  is  j  registered  trademark  (iMnlt  l  Corporation 


i'  lyH';  Intel  Corporaiion 


ersonal  Business 


;dited  by  marc  frons 


Autos 


FHE  NEW  1990s, 
FROM  ACURA  TO  ZR-1 


fhis  is  the  year — rather, 
the  model  year — of  the 
upstart.  Newcomers  are 
•hallenginfi  established  lead- 
'rs  in  almost  every  major  seg- 
nent  of  the  1990  car  market, 
iere  are  the  rookies,  and  the 
mproved  veterans. 

Luxury  leads  the  pack.  Two 
lew  eyebrow-raising  entries 


ously  appointed  and  quietly  at 
ease  cruising  at  high  speeds. 
Shoppers  for  a  European  lux- 
ury sedan  may  find  them- 
selves in  a  Japanese-make 
showroom.  Alas,  their  second- 
tier  stablemates — the  Lexus 
ES2.50  or  the  Infiniti  M30— 
just  don't  deliver  as  much  car 
for  the  money.  They  seem 


levels  competitive  with  Lexus 
and  Infiniti  by  introducing  a 
slightly  less-equipped  model 
previously  available  only  on 
the  other  side  of  the  Atlantic, 
tagged  at  $39,700.  Although  it 
lacks  the  sunroof  and  inlaid 
boxwood  of  its  pricier  breth- 
ren, the  XJ-6  still  offers  leath- 
er and  walnut  interior  trim,  a 


have  to  put  the  windows 
down  separately:  Just  push  a 
button  and  both  top  and  win- 
dows go  down  at  once.  And  in 
case  of  an  accident,  a  pop-up 
roll  bar  deploys  automatically 
in  three-tenths  of  a  second. 
Be  glad  you're  shopping 
stateside:  In  Germany, 
they're  sold  out  through  1993. 


INFiNITiQAS 

Nissan's  sedan  has  enough  power 
xury  to  turn  the  heads  of 
European  cars 


TRAMS  SPORT  SI 

A  van  George  Jetson  would  love. 
Part  of  GM's  three-pronged  attac 
on  Chrysler's  minivans   


A  Toyota  with  a  German  accent — 
designed  to  compete  with  upscale 
sedan  impo 


Tom  Japan  will  be  battling 
ipscale  European  and  Ameri- 
;an  classics.  Heavily  influ- 
enced by  the  leading  German 
;edans,  Toyota's  Lexus 
jS400,  which  starts  at 
>35,000,  and  Nissan's  Infiniti 
^^45,  with  a  gas-guzzler  tax 
ncluded  in  its  base  price  of 
v38,000,  are  attacking  the 
Peutonic  domination  of  big- 
)ucks  cars.  Both  are  luxuri- 


more  on  a  par  with  the  Toy- 
ota Camry  or  Nissan  Maxima. 

Europe's  carmakers  aren't 
napping.  Audi's  new  flagship, 
the  V8  Quattro,  is  a  240-horse- 
power  snorter  civilized  by 
four-wheel  drive,  antilock 
brakes,  and  an  electronically 
controlled  automatic  transmis- 
sion. Base  price:  $47,450,  plus 
a  $1,050  gas-guzzler  tax.  Jag- 
uar pulls  prices  back  down  to 


four-liter  engine,  and  a  six- 
speaker  stereo-tape  system. 

Yet  to  come:  BMW's  new 
318,  a  direct  response  to  the 
Japanese  upstarts,  and  its  12- 
cylinder  850i,  leapfrogging 
the  flagship  750iL  in  size  and 
power.  Mercedes  adds  to  its 
lineup  with  two  stylish  two- 
seaters,  the  300SL  and  500SL. 
With  their  totally  automatic 
convertible   tops,   you  don't 


In  the  quasi-European  cate- 
gory, Cadillac's  Italian-styled 
Allante  improves  with  the  ad- 
dition of  traction  control.  On 
wet  or  icy  pavement,  it  gives 
the  same  sort  of  controlled 
handling  as  you  accelerate 
that  antilock  brakes  give  as 
you  decelerate.  Also,  buyers 
now  can  skip  the  hard-to-han- 
dle removable  hardtop.  As  a 
soft-top  only,   the  Allante's 
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jrice  tag  drops  to  $50,900 — 
jefore  big  rebates. 

Prefer  American  Tradition- 
il?  Ford's  Lincoln  Town  Car 
s  a  niarvel:  improved,  but  not 
;oo  new.  When  Ford  asked 
rown  Car  buyers  what  need- 
ed changing,  they  said, 
'Nothing."  So  Ford  kept  the 
jlush  ride  but  smoothed  it  to 
eliminate  wallowing.  No 
iownsizing  here:  The  capa- 
nous  trunk  is  now  even  big- 
ger. The  $21,995  Oldsmobile 
Foronado  also  grows  a  foot 
onger,  mostly  in  the  trunk, 
ivhile  getting  a  redesign  that 
changed  every  piece  of  exteri- 
3r  metal  except  the  hood. 

Chrysler  tops  its  line  with 
:he  new  Imperial.  Derived 
from  the  popular  Chrysler 


UPSTARTS  ARE  TRYING  HARDER  THAN  EVER 
TO  UNSEAT  THE  OLD  FAVORITES 
—WHICH  ARE  FIGHTING  BACK  WITH 
TRENDY  NEW  LOOKS  AND  FEATURES 


showroom  stunners:  the  Olds- 
mobile  Silhouette,  Pontiac 
Trans  Sport,  and  Chevy  Lumi- 
na  APV.  Led  by  Nissan's  Path- 
finder, a  troop  of  formerly 
two-door  off-road  vehicles  add 
doors  three  and  four  to  attack 
Jeep  Cherokee's  lock  on  sales 
of  four-door  off-road  vehicles. 
America's  family  midsize 


There's  nothing  staid  about 
Acura's  NS-X,  though.  Due 
sometime  in  midyear,  the  rac- 
er, still  being  fine-tuned-,  looks 
suited  for  taking  on  Ferrari  in 
the  streets  of  Le  Mans.  The 
NS-X  is  believecl  to  deliver  a 
top  speed  above  160  mph, 
thanks  as  much  to  its  light 
weight,  the  result  of  an  alumi- 


but  Ford  sounds  serious  this 
time.  Upstaged  by  Mazda's 
Miata,  Capri  now  will  rely  on 
features  that  the  Miata  lacks, 
such  as  an  optional  automatic 
transmission  and  a  rear  seat. 
YOUNG  TORQUES.  Detroit  isn't 
always  on  the  defensive. 
Chevy's  Geo  lineup  wants  to 
be  in  the  '90s  what  Toyota 
was  in  the  '70s  and  Honda 
was  in  the  '80s.  Leading  its 
charge:  The  serviceable  Che- 
vy/Geo  Spectrum  compact 
transforms  itself  into  the 
jazzy  Storm.  Chrysler's  Eagle 
Talon  takes  on  the  sporty 
coupe  market,  where  models 
from  Mazda,  Toyota,  and  Nis- 
san have  reigned.  In  many 
ways  a  clone  of  the  high-rev- 
ving Plymouth  Laser,  the  Tal- 


SrORMGSI 

y  hopes  that  the  jazzy  compact 
lelp  turn  Geo  into  the  hot  car 
)f  the '90s 


PATHnNDiR4x4 


Nissan  is  blazing  a  trail  into  Jeep  Cherokee 
territory  with  this  four-door 
off-road  vehicle 


New  Yorker  and  the  Dodge 
Dynasty,  the  $25,495  Imperi- 
al adds  numerous  mechanical 
refinements  and  Mark  Cross 
leather  seats.  Like  all  Chrys- 
ler cars  in  1990,  it  boasts 
an  airbag  on  the  driver's 
side. 

New  entries  aren't  limited 
to  upscale  autos.  GM  hopes  to 
end  the  Pax  Chrysler  in  the 
minivan  world  with  three 


sedan  also  faces  a  newcomer. 
Like  Detroit  iron,  which  add- 
ed bulk  each  year  in  the 
1960s,  Honda's  onetime  sub- 
compact  Accord  has  grown 
into  an  intermediate,  pitting  it 
against  the  Ford  Taurus  and 
Chevy  Lumina.  You'd  hardly 
know  the  Accord  is  that  big, 
though,  from  looking  at  the 
virtually  unchanged — some 
say  staid — exterior  styling. 


num  body,  as  to  Honda's  suc- 
cess in  building  Formula  One 
engines.  Expect  to  pay  more 
than  $50,000. 

Elsewhere,  Ford  insists 
that  the  sporty  2+2  Capri 
convertible  will  finally  arrive 
sometime  this  model  year. 
The  Capri  has  been  even  long- 
er on  the  drawing  board  than 
Chevy's  ZR-1  Corvette,  which 
finally  went  on  sale  this  fall, 


on  adds  four-wheel  drive  to 
tame  the  Laser's  troublesome 
torque-steer,  the  tendency  of 
a  front-drive  car  to  pull  to  the 
side  when  you  floor  it  from  a 
standing  stop.  And  Ford  plans 
to  release  an  all-new  Escort 
next  spring,  keeping  Ameri- 
ca's perennial  best-selling  car 
in  fighting  trim.  After  all,  this 
is  no  time  for  the  leaders  to 
be  complacent.       Jim  Treece 
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CAVIAR  THAT 
DOESN'T  COST 
YOU  ROYALLY 

Some  price  increases  are 
just  too  much  to  bear. 
Beluga  caviar,  for  in- 
stance— you  can't  find  a  14- 
ounce  tin  for  under  $500  any- 
where. "It  was  $400  a  week 
ago,"  shrugs  a  Macy's  gour- 
met-foods clerk  in  New  York. 
"It's  like  a  Wall  Street  thing." 

Would  that  it  were:  At  least 
stocks  go  down  sometimes. 
But  fresh  Beluga  has  doubled 
in  two  years,  jumping  30'/' 
just  since  spring.  The  reason 
is  partly  political.  When  Irani- 
an products  were  banned  in 
1987,  half  the  supply  was 
cut  off,  says  Eric  Sepe,  mar- 
keting director  of  Caviarteria, 
a  New  York  supplier:  "The 
Russians  have  a  monopoly 
and  have  been  taking  advan- 
tage of  it."  There  are  natural 
causes  as  well.  The  Beluga 
sturgeon  has  never  been  a  fe- 
cund fish — she  takes  18  years 
to  produce  her  large,  gray 
roe — but  the  catches  have 


BELUGA  (ON  TOAST):  THE  KING  OF  CAVIARS  NOW  IS  $35  AN  OUNCE 


been  particularly  low  lately. 

While  you  can't  do  much 
about  supply,  you  can  alter 
demand.  There  are  many  oth- 
er fish  eggs  in  the  sea,  and 
because  they're  more  plenti- 
ful, their  prices  have  scarcely 


risen.  Daily  quotes  are  avail- 
able from  Romanoff  (800  999- 
1835)  and  Caviarteria  (800  422- 
8427),  and  both  deliver  by 
express  mail. 

Besides  Beluga,  the  Caspi- 
an Sea  nurtures  two  other 


caviar  sturgeon.  Sevruga  is  a 
close  cousin.  Although  the 
eggs  are  smaller  and  darker, 
the  taste  is  comparable  to  Be- 
luga's. The  price,  however,  is 
not — about  $12  vs.  Beluga's 
$35  an  ounce.  A  third  import 
Osetra,  is  olive  in  color  with  a 
nutlike  flavor.  It's  almost  ai 
good  a  deal:  $16  an  ounce. 

Another  option  is  to  buj 
American.  At  $6  an  ounce,  do- 
mestic caviar  is  less  costl;^ii 
than  Sevruga,  which  it  resem 
bles  in  color  and  size.  Unfor 
tunately,  "you  get  a  wide  va  p 
riety  of  quality,"  warns 
Arnold  Hansen-Sturm  of  im 
jjorter  Hansen  Caviar.  An( 
tlie  domestic  tends  to  tastt 
more  fishy  than  imports. 
SIMPLE  PLEASURE.  China  ha: 
also  entered  the  field,  with  i 
caviar  whose  large  brown 
black  eggs  imitate  Beluga's 
mild  taste  at  half  the  price 
As  with  American,  though 
the  quality  is  still  erratic. 

Serving  caviar — allow  on( 
ounce  per  person — has  a  ritu 
al  all  its  own.  Simplicity  i; 
best:  no  onions,  no  choppec 
eggs.  Use  toast  or  dry  bis 
cuits — never  salty  crackers 
And  no  silver  spoons:  Theii 
metallic  taste  ruins  the  flavor 
Even  at  $6  an  ounce,  tha 
would  be  a  pity.      Troy  Sega 


Whether  or  not  the  capi- 
tal-gains rate  ever 
comes  down,  there's  still  one 
yearend  tax  strategy  that 
lets  you  offset  capital  gains 
with  losses  and  without 
much  portfolio  shuffling. 
"Tax  swaps"  allow  investors 
to  sell  securities  for  a  tax 
loss  but  maintain  their  same 
investment  strategy. 

A  traditional  tax  swap  is 
the  sale  of  one  depressed  se- 
curity to  register  a  tax  loss 
and  the  inmiediate  purchase 
of  one  that's  similar  but  not 
identical.  If  losses  outweigh 
gains,  you  can  deduct  them 
dollar  for  dollar  against  up 
to  $3,000  of  ordinary  income, 
using  any  excess  losses  in 
future  years. 

Since  few  municipal  bonds 
show  losses  this  year,  "most 
swaps  will  be  aimed  at  port- 
folio repositioning,"  says  Ste- 
ven Hueglin  of  Wall  Street 
bond  firm  Gabriele,  Hueglin 


Smart  Money 

THESE  SWAPS  CAN  KEEP  YOU 
A  STEP  AHEAD  OF  THE  TAXMAN 


&  Cashman.  His  firm,  which 
believes  interest  rates  will 
drop,  recommends  swapping 
for  higher-quality  bonds  with 
maturities  and  call  dates  that 
are  further  in  the  future. 


You  can  sell  for  a 
loss  snd  immecdiately 
buy  similar  issues 


For  example,  he  says,  you 
could  sell  New  Jersey  Turn- 
pike 7.27c  bonds,  rated  A-  by 
Standard  &  Poor's,  at  97.50. 
The  bonds  have  a  maturity 
date  of  Jan.  1,  2018,  and  are 


callable  at  103  on  Jan.  1, 
1993.  Then  you  could  buy 
Florida  Board  of  Education 
General  Obligation  7.25'X 
bonds,  due  June  1,  2023, 
which  S&P  rates  AA.  The 
bonds,  selling  at  99,  are  call- 
able on  June  6,  2000,  at  102. 
"The  buyer  has  to  put  up  a 
little  cash,  and  you're  giving 
up  a  return  of  7.41%  for 
7.33%,"  says  Hueglin.  "But 
that's  a  small  sacrifice  for 
the  difference  in  call  protec- 
tion and  quality." 
'SAFE  SIDE.'  Of  course,  the 
IRS  doesn't  want  you  to  have 
your  cake  and  eat  it,  too.  To 
guard  against  that,  they 
have  a  "wash  sale"  rule:  You 
can't  sell  a  security  and  buy 


the  same  or  a  "substantially 
similar"  one  within  30  days 
before  or  after  the  sale  and 
still  deduct  a  loss. 

If  you're  switching  issuers 
or  stocks,  there's  no  prob- 
lem. But  if  you're  buying 
from  the  same  issuer,  you 
must  vary  the  coupons  and 
maturities.  While  there's  no 
specific  guideline  that  tells 
you  just  how  much  the  matu- 
rity and  coupon  should  differ 
between  bonds  you're  swap- 
ping, "case  law  and  IRS  rul 
ings  over  the  years  set  out 
15%  to  20%  as  very  much  on 
the  safe  side,"  says  Hueglin 
And  remember:  Unless  you 
leave  a  paper  trail  showing 
exactly  which  securities 
you're  selling,  the  IRS  will  as- 
sume that  it's  first-in,  first- 
out.  So  if  the  IRS  tags  the 
bonds  or  shares  you  bought 
for  the  lowest  price,  you  maj 
even  wind  up  with  a  taxable 
gain.  Suzanne  Woolley 
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htroducing  Hands-On  Management. 


There  was  a 
me  when  even  the 
lost  energetic, 
lost  imaginative  of 
lanagers  could  not 
sep  tabs  on  his 
Tii\^  ofsdespeople. 


'/:'•>  Hildlitc  tccbnoh)^'  coven 
arty  90%  of  the  U  S.  population 
<d  over  180  metmpolitun  areas^ 
r,  far  more  than  our  nearest 
mpetitor 

Happih;  all  that 
as  changed. 

Because  no^ 
lanks  to  CUE  s  sat- 
llite  paging  system, 
:)u  no  longer  have 
)  know  exactly 
iiere  tliey  are. 

need  OnK'      ne  Model SS  offen  auto  dialing,  LCD  dLpkiy.  \  bice 

low  the)Te  caiT\'ing  tliis  Ibur-c  )iince  tra\'eling 
^mpcUiion. 

Wliich  means  you  c:m  tell  them  about  one 
lore  stop  to  make  before  they  return. 

Or  a  late-breaking  bit  of  caicial  news  tliat  c:in 
elp  you  clinch  a  sale. 

Wliateven 

You'n  also  be  happ\'  to  know  CUE  covers  more 
f  tlie  U.  S. — far  more  —  tlian  anyone  else. 

An  incredible  90%  of  the  population  in  (^\  er 
^0  of  tlie  countrv''s  meu'opolitan  lyeas  and 
leir  accompctriytig  :iirspLice. 

Tlie  next  closest  competitor  co\'ers  onK' 
xiutlOO. 

Resulting,  naairalK;  in  y(  )ur  ability  to  better 
3ntact  your  trav'eler  in  a  tiixi.  In  a  teiTnind.  In  a 
rospeas  lobby  An\ time  day  or  night. 

And  OJE  s  FM  teclinok  )g\'  me:ms  once  that 


signed  s  sent  out  — 
seconds  cifter 
you\'e  sent  it  in  — 
it  s  going  to  be 
stronger 

Powerfully  fill- 
ing in  more  gaps 
LUid  spreading  out 
more  miles  tliim 
;uiy  other  system. 

So  not  on]>' 
am  you  feiret  out 
your  lost  soul  in 
New  York  Cit\^ 
(pop.  9,119,737). 

But  ill  Hcx)t 
CK\i,  Oklalioma 
( pc  )p.  3 ),  as  well. 

VC-hich  means 
that  whetlier  you 
mle  with  cin  iron 
fist  or  a  velvet  glove, 
(]l  'E  cm  help. 

\kiil  iption  and  up  to  250  hours  on  a .  U  l  huiiciy  SlmpK'  by  put- 

ting a  pager  where  it  will  ek )  y(  )u  :uid  your  field 
teiuii  the  most  g(x)d. 

Right  in  the  pabiis  of  their  hands. 

#CUE 

^^^^  'Ji.ihIA  COMC-nrjT 

The  Fine  An  Of  Haiuls-On  Mair.igement 
r  Free  Voice  Ntiil.  ~l. 

Witli  purchase  ot  CL^E  nationwide  paging.  $2S  mo.  \  ;ilue* 
Qill  1 -<S(X)-824-9~^'i.  Or  reaim  tins  a  )iip(  m  by  FAX, 
( "k )  833-9336.  Or  m;iil  t( )  Cl  E  Imaging  G  )ip(  )ralion, 
2'"3~  Campu,s  Dri\e,  Inine.  CA  92~1S. 
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Travel 


RIDING 
THE  RITZIEST 
RAILS 


Few  trains  are  as  evoca- 
tive as  the  Orient  Ex- 
press: Opulence,  in- 
trigue, and,  of  course,  murder 
come  to  mind.  But  for  years 
the  train  was  more  myth  than 
reahty.  If  you  took  it  from 
Istanbul  to  Paris  anytime  af- 
ter World  War  II,  your  fellow 
passengers  were  more  likely 
to  be  Turkish  guest  workers 
bound  for  German  factories 
than  the  spies,  arms  dealers, 
and  nobility  of  yore. 

Then  along  came  American 
entrepreneur  James  Sher- 
wood, CEO  of  London-based 
Sea  Containers.  When  the 
original  Orient  Express 
stopped  running  in  1977,  Sher- 
wood bought  two  sleeping 
cars  at  a  Sotheby's  auction 
and  became  obsessed  with  re- 
creating the  train.  Over  the 
next  five  years,  he  purchased 
33  more  original  cars  and  had 
them  painstakingly  restored. 
Sherwood  launched  the  new 
Orient  Express  in  1982  to  a 
less  than  enthusiastic  recep- 
tion. But  in  the  last  year  or 
so,  it  has  become  popular,  es- 
pecially among  Americans. 

It's  no  wonder.  The  cabins 
feature  Art  Deco  lamps,  turn- 
of-the-century  prints,  and 
floor-to-ceiling  wood  paneling 
with  exquisite  inlays.  There's 
a  couch  covered  with  em- 
bossed velvet,  and,  for  writ- 
ing letters,  a  mahogany  fold- 
ing table. 

The  three  dining  cars  are 
no  less  elaborate.  The  wing 
chairs  were  designed  by  Rene 
Prou  and  the  velvet  embroi- 
dery by  Rene  Lalique — two 
Art  Deco  masters.  The  tables 
are  di-essed  with  heavy  dam- 
ask and  adorned  with  flowers 
and  Limoges  china. 
FOIE  GRAS.  Chef  Christian  Bo- 
diguel  prepares  three-star  din- 
ners on  board  for  the  176  pas- 
sengers. On  my  trip,  we 
began  with  lobster  and  foie 
gras  salad  in  a  champagne 
sauce.  The  main  course  was 


Cabins  on  the  Orient 
Express  have  exquisite 
floor-t(hceiling  paneling. 
Art  Deco  lamps,  velvet 
couches,  and  mahogany 
fold-down  writing  desks 


roast  filet  of  beef  with  mo- 
rels. After  a  platter  of  fine 
French  cheese  came  floating 
island  with  almonds.  After 
dinner,  guests  drift  to  the  pi- 
ano bar,  a  relic  of  the  glory 
days  of  European  rail  travel 
in  the  1920s.  It's  all  included 
in  the  price  of  a  $1,190  one- 
way ticket  from  Paris  to  the 
modern  terminus,  Venice. 
From  London,  it's  Sl,300  for 


Worth  Noting 

■  TARDY  TAXES.  You  don't 
have  to  be  the  victim  of  a 
Presidentially  declared  disas- 
ter such  as  an  earthquake  to 
get  a  break  from  the  IRS.  It 
gives  three-month  "reason- 
able cause"  filing  extensions 
and  waives  late-filing  penal- 
ties for  such  personal  emer- 
gencies as  illness,  fire,  or  a 


the  1,000-mile,  32-hour  trip. 

Breakfast  arrives  on  a  sil- 
ver tray:  fruit  juice  with  crois- 
sants and  brioches  freshly 
baked  in  Zurich.  By  then,  the 
train  is  hugging  the  shore  of 
Lake  Zurich  before  traveling 
past  Liechtenstein's  Vaduz 
Castle.  Then  the  train  begins 
its  ascent  to  the  Arlberg  Pass 
and  the  Arlberg  Tunnel  in 
Austria,  a  6.5-mile  passage 


death  in  the  family.  Just  add 
an  explanatory  note  to  your 
return. 

■  GLASNOST  GLIDE.  Skied  As- 
pen, Gstaad.  all  the  usual 
spots?  Then  tr\^  a  week  on 
the  Russian  slopes.  Via  saS 
(800  344-9099),  you  fly  to  Hel- 
sinki, hop  Aeroflot  to  Tbilisi, 
and  bus  75  miles  to  Sportho- 
tel  Gudauri,  a  new  resort  in 
the  Caucasus  Mountains.  Air 
included,  it's  81,410  and  up. 


cut  through  the  mountainsid 
more  than  a  century  ago. 

The  Express  emerges  at  Si 
Anton,  one  of  Europe's  oldes 
ski  resorts,  and  zigzags  o 
through  the  breathtakin 
landscapes  of  the  Austria 
Tyrol  with  a  stop  at  the  Au; 
trian  city  of  Salzburg.  There 
a  lunch  of  fresh  pasta  an 
seafood  just  before  we  cros 
the  Brenner  Pass  into  Itah 
In  midafternoon,  we're  serve 
tea  and  pastries  in  our  con 
partments  as  the  train  aj 
proaches  Verona.  At  sunset 
pulls  into  the  station  at  Vei 
ice,  right  on  the  Grand  Cana 

The  Orient  Express  rur 
twice  a  week  from  Londo 
and  Paris  to  Venice  and  bad 
In  summer,  one  of  those  rur 
gives  way  to  a  London-Sal 
burg-Vienna  trip.  Reserv; 
tions'?  Allow  two  months'  lea 
time.  Blanca  Riem 
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PERSONAL  BUSINf 


It's  no  secret  why  so  many  businesses  are        much  more  quickly  and  incisively 
comfortable  banking  with  Mitsui  Manufacturers.     What's  more,  our  parent  company  the  Mitsui 
We're  a  business  bank.  And  we've  always         Bank,  Ltd.,  is  one  of  the  largest  banks  in  the 
given  business  our  full  support.  world.  Which  gives  us  the  resources  to  serve 

lb  begin  with,  our  people  bring  a  wealth  of     substantial  companies  in  need  of  a  dynamic 
experience  and  expertise  to  the  most  7  r\y^n  banking  relationship.  So  come  to 

sophisticated  business  challenges.  I  l|  II V  (  11  11;  Manufacturers  and  pull  up 
And  because  we  know  ,1  .        i^^-^J  wxiv/  -,  a  chair  We're  here 

the  language,  we  un-  t  linO  h^^Q  QlinnnnPn  to  support  you  in 
derstand  your  needs  tlllll^  IICIO  \AJ\A  any  way  we  can. 

business  as  well  as 
we  have. 


The  gin  is  unprecedented  in  its  creation.  The  bottle  is  unprecedented  in  its  beauty.  Bombay  Sapphire. 
Distilled  with  rare  and  precious  botanicals  including  Coriander  Seeds  from  Morocco,  Grains  of  Paradise  from  the 
Gold  Coast  and  Cubeb  Berries  from  Java.  A  total  of  ten  of  the  most  unusual  flavors  on  Earth. 
Their  spirit  is  preserved  in  Sapphire's  unique  distillation  where  the  gin  vapors  pass  through  each  botanical, one  by  pn^. 
.  ,.      ■        Bombay  Sapphire.  As  complex  and  extraordinary  as  the  jewel  that  was  its  namesake. 
47%  alc/vol  (94  Proof) 'Bombay  Sapphire  Gin '100%  grain  r«utral  spirits  ©1988  Carillon  1^ 


ITH  ANYBUSINESS  MEE'ANCBRING 
ADDNGYOUR  PINSTRIPED  Sun 

 i__  :  J 


At  Laguna  N'lguel.  The  Ritr-Carlton  loosens  its  tie.  Here,  on  a  cliff  overlooking  the  Pacific, 
the  pace  is  decidedly  Southern  Califomian.  But  our  standards  remain  unwavering.  The 
senice  is  personal,  uncompromising.  Splendid  meeting  rooms  open  to  \ie\vs  of  the  sea. 
The  dining  is  superb.  The  surroundmgs.  luxurious.  To  meet  at  The  Kit: -Carlton,  Laguna 
\iguel  call  800-241-3333  or  714-240-2000  for  reser\-ations.  Our  atmosphere  is  a  litue 
more  casual.  But  when  it  comes  to  accommodating  you,  we'll  never  change  our  stripes. 

182D-CA 


The  R:tz-C.\rlton 

Lv-'.  \A  SiGL  EL 


^  LINES  GOLDEN  CLUB 

Your  wider,  more  comfortable  seat  with  generous  legroom  is  never  more 
than  one  from  the  aisle.  You  have  a  choice  of  3  entries  accompanied  by 
the  finest  wines,  liquors  and  liqueurs.  Your  exclusive,  private  cabin  is  on  the 
upper  deck.*  As  you  can  see,  business  travel  on  Malaysia  Airlines  is  second 
to  none. 

Look  beyond  all  these  privileges  (which  are  expected  in  business  travel  today 
anyway),  and  you'll  find  distinctive  pleasure  in  an  inflight  service  renowned 
for  genuine  warmth  and  charm  that  only  Malaysians  can  offer  On  the  airline 
that  believes  in  keeping  one  of  the  highest  crew/passenger  ratios  on  board. 

That's  why  business  travellers  who  expect  more  than  the  obvious  opt  for 
the  total  unique  experience  on  any  of  our  3  weekly  flights  to  Tokyo.  On 
Malaysia  Airlines  Golden  Club.  For  them,  there's  no  better  way  to  go  East. 

'on  747-400  and  747-300  services 


-fE  malaasia 

ENCHANTMENT  WTEREVER  YOU  FLY 


AMMAN»AMSTERDAM»AUCKLAND«BANDAR  SERI  BECAWAN'BANGKOK'BEIIINC  |PEKINCl«BRISBANE«BRUSSELS«COLOMBO»DELHI»DENPASAR«DUBAI«FRANKfURT«FUKUOKA«CUANCZHOU  ICANTONI 
•HAT  YAI-HO  CHI  MINH  CITY'HONC  KONG»HONOLULU»ISTANBUL«IAKARTA«IEDDAH»KARACHI«KUALA  LUMPUR'LONDON'LOS  ANCELES-MADRAS»MANILA«MAURITIUS»MEDAN«MELBOURNE 
•PARIS«PERTH»PHUKET»PONTIANAK-SEOUL«SINCAPORE»SYDNEY«TAIPEI»TOKYO»ZURICH  6  33  DESTINATIONS  WITHIN  MALAYSIA 

FOR  RESERVATIONS  CONTACT  YOUR  FAVOURITE  TRAVEL  AGENT  OR  CALL  MALAYSIA  AIRLINES  LOS  ANGELES  TEL  I2I3I  642-0849  OR  CALL  OUR  TOLL-FREE  NO  I -800-42 1 -864 1 

SAN  FRANCISCO  TEL  14 1  5|  788-0555  CHICAGO  TEL  13 1 21  943-0925  NEVl/ YORK  TEL  i2  1 21  697.8994  182E-CA 


HOW  LONG  IS  LONG  TERM? 


The  answer  is  another  question:  how 
long  do  you  need  us  for?  Because,  unlike 
otherbanks.TheLon  g-Te  rm  C  red  i  t  Ba  n  k  of 
Japan  will  follow  your  business  through 
from  start  to  finish,  until  all  your  plans  are 
successfully  realized. 

Thats  a  policy  that  has  helped  us 


become  one  of  the  worldstop  20  wholesale 
banks  with  over  60  offices  around  the  globe. 

We  were  originally  established  in  1952 
to  ensure  a  steady  flow  of  long-term  funds 
for  industrial  growth. 

Now  we've  expanded  to  operate  in 
Long-Tenm  Corporate  Financing.  Merchant 


Banking  Services  such  as  Project  Finance. 
Mergers  and  Acquisitions.  Leasing,  and 
Investment  Advisory  Services,  as  well 
as  a  full  range  of  additional  Banking 
Services. 

Why  not  get  in  touch  with  LTCB  and  find 
outwhat  lengths  we'll  go  to  for  you? 


The  Long-Term  Credit  Bank  of  Japan.  Limited 

Branches  and  Agency:  New  York  (212)  335-4400.  Chicago  (312)  704-1700.  Los  Angeles  (213)  629-5777 
Representative  Office:  Toronto  (416)  865-0711.  Atlanta  (404)  659-7210.  Dallas  (214)  969-5352 
Subsidiaries:  LTCB  Trust  Company  (212)  335-4900.  Greenwich  Capital  Markets.  Inc  (203)  625-2700 


ia2F-CA 


idex  to  Companies 

index  gives  the  starting  page  for  a  story  or  feo- 
with  a  significant  reference  to  a  connpany.  Most 

iidiaries  are  indexed  under  their  own  names. 

ipanies  listed  only  in  tables  ore  not  included. 
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IBM  99,  111,  121 

ICI  Americas  136 

Imagine  Films 
Entertainment  51 

Infotechnology  52 

Instoria  128 

Intel  99,  108,  121 

Interco  104 


Jaguar  48,  178 
Jordoche  Enterprises  74 


Kemper  Financial 
Services  122 

Keystone  Group  122 

Kidder  Peabody  122 

KLM-Royal  Dutch 
Airlines  59 

Kumagai  Gumi  124 
L 


Lincoln  Savings  &  Loon  59 
Lotus  Development  52 
LTV  55 
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Hachette  88 

Hells  Angels  Motorcycle  55 

Hewlett-Packard  99 

Hitachi  108,  111 

Home  Depot  128 
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Price  Club  128 
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Salomon  Brothers  99,  122 

Sea  Containers  182 

SGS-Thomson 
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Sheorson  Lehman  122 
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Stoneridge  Resources  128 

Straw  Hot  Pizza  83 

Summit  Resources  128 

Symantec  102 


T.  Rowe  Price  126 
Tandy  99 
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UAL  59,  104 

United  Press 
International  52 
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Wobon  128 

Walt  Disney  51,  88,  132 

Warner  Brothers  51 

Warner 
Communications  132 

Westinghouse 
Broadcasting  88 


Zoyre  128 


50,000  Better 
Ways  to  Travel 


9^ 


Unravel  Travel 

The  Multinational  Executive  Travel 
Companion  offers  at  least  50  thousand 
facts  to  help  make  your  business  or  social 
trip  more  productive  .  .  easier  .  .  and 
more  rewarding. 

The  only  guide  of  its  kind.  Covers  147  cit 
ies  in  depth.  Latest  information  on  more 
than  160  countries.  Used  by  thousands. 

Ask  about  our  expanded  21st  Edition. 

Larger,  more  readable,  new  features  Spe- 
cial discounts  on  quantity  orders.  Single 
copy  $60  Overseas  $80.  Includes  delivery 
Major  credit  cards.  Free  Mid-Year  Supple- 
ment. Also,  presentation  edition  in  leather, 
cased,  gilt-edged. 

Call  or  write:  Dept.  9 
Multinational  Executive  Travel  Com- 
panion. 207  Atlantic  St.,  Stamford,  CT 
06901   U.S.A.   I SPCll  1203)  324-6439. 
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DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some , 
of  the  worst  diseases  of 
our  time. 


me  A 
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ON  OCTOBER  nth, 
NORTHERN  TELECOM 
INTRODUCED  HBERWORLD. 
IT  WILL  IMPROVE 
THE  PERFORMANCE, 
CAPACITY  AND  VALUE 
OF  VIRTUALLY 
EVERY  PIECE  OF 
COMMUNICATIONS 
EQUIPMENT  IN  AMERICA... 

NO  MATTER 

WHO  MADE  II  In  one  bold  step.  Northern  Telecom  chan.s^ed  the 

way  every  one  of  us  w  ill  li\e  and  work  into  the  'llsi  Century. 
We  call  it  FiherWbrld. 
Imatfine  l)eing  able  to: 

Transmit  all  the  information  contained  on  3(J.00(J  newspaper  pages  in  less  than  one  second. 
Transfer  files  instantl\"  from  a  local  area  network  in  New  York  to  a  PC  in  San  Francisco. 
\ldeo  conference  as  easily  as  making  a  phone  call. 

Eliminate  downtime  forever  because  \'our  network  "self  heals."  or  restores  itself  within 
milliseconds. 

Today,  thanks  to  Fil)er\Vorld,  it's  all  possible. 

FiberWbrld  is  our  \-ision  of  an  ad\-anced  fiber-optic  telecommunications  network  that  will  trans- 
form forever  the  way  information  is  exchanged. 

It's  a  network  almost  :).000  times  faster  and  with  ■■)(). 00(J  times  the  capacity  of  present  systems. 

A  network  l)ased  on  international  standards  for  a  Synchronous  Optical  Network,  or  SONET. 

A  network  that's  evolutionary.  So  your  investment  is  protected  and  your  current  network  will 
always  connect  with  our  SONET-based  systems. 

And  it  all  starts  today  with  the  introduction  of  a  line  of  FiberWbrld  products  for  phone  companies. 

There's  nothing  else  like  Fil)erWbrld.  Anywhere. 

To  learn  more  on  how  FiberWbrld  can  help  \  our  compan\'  right  now.  talk  to  a  Northern  Telecom 
representative  at  l-M)(J-.j43-9^<(Jb. 

isg;-?gr  NORTHERN  TEIECOM 

■  ■  '■    telecom  t^^^^^^^^^^mma^^^^^^^^^^^^^^mmma^^^^ 

I  WW  TECH  X  (J  L  0  G  Y    T  H  E     W  ( )  li  L  I)     I'  A  L  L  .S    0  N" 


t         Northern  Tf-lecorr. 

FiU-rWorld  is  u  trademark  of  Northt-m  Tel«^-om 


vestment  Figures  of  the  Wee 


WMENTARY 

stock  market  is  still  reverber- 
ig  from  the  Oct.  13  mini-crash, 
atility  is  sharp,  with  the  Dow 
/n  nearly  40  points  on  Oct. 

followed  by  a  41 -point  rally 
Oct.  30.  The  big  brokers 
ped  over  themselves  rushing  to 

the  program  trading  business, 
ders  take  heart  that  Georgio- 
ific's  $3.2  billion  bid  for  Great 

thern  Nakoosa  on  Oct.  31  is 
gnal  that  the  takeover  game  is 

alive.  Gold  bugs  have  reoson 
:heer,  too — a  2.37%  price 
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U.S.  BUSINESS  NEEDS 
MORE  MUSCLE  IN  JAPAN 

Cracking  Japan's  domestic  high-tech  market  is  one 
tough  nut,  as  any  number  of  American  executives  will 
tell  you.  Motorola's  success  there  shows  that  it  can  be 
done  (page  108).  Unfortunately,  the  Motorola  example 
doesn't  hold  out  much  hope  for  the  vast  majority  of 
U.  S.  companies. 

What  won  the  day  for  Motorola  was  not  its  reputation  for 
first-rate  customer  service  and  technical  support.  It  wasn't 
even  the  outstanding  quality  of  its  products  and  design 
expertise.  Nor  was  it  attractive  pricing.  All  of  those  ingredi- 
ents are  essential  for  landing  business  in  Japan.  But  they 
aren't  enough — not  for  an  American  company,  anyhow. 

What  made  the  difference?  Resolute  and  protracted  pres- 
sure from  Washington.  If  the  U.  S.  Commerce  Dept.  hadn't 
turned  up  the  heat,  Japan's  Posts  &  Telecommunications 
Ministry  would  never  have  let  Motorola  enter  Tokyo's  lucra- 
tive market  for  portable  cellular  telephones.  Without  the 
clout  of  the  Semiconductor  Trade  Agreement  and  the  Tokyo 
government's  promise  to  help  U.  S.  chipmakers  win  a  20% 
share  of  Japan's  markets,  it's  doubtful  that  Toyota  would 
ever  have  considered  buying  Motorola  chips. 

The  moral  of  this  story  is  clear:  U.  S.  executives  have  to 
cultivate  Washington  as  an  ally  in  their  efforts  to  crack  the 
Japanese  market.  Without  enough  economic  and  political 
muscle  to  win  the  solid  backing  of  the  federal  government, 
other  U.  S.  companies  can't  bank  on  doing  much  business  in 
Japan.  The  corollary,  of  course,  is  that  Washington  must  be 
ready  and  determined  to  help  them.  There  will  be  no  im- 
provement in  American  access  to  Japanese  markets  until 
Washington  makes  up  its  mind  to  confront  Japan  with  some 
formula  that  requires  real  reciprocity  in  trade  for  all  U.  S. 
companies. 

Those  who  are  uncomfortable  with  the  Oct.  30  agreement 
to  sell  51%  of  the  company  that  owns  Rockefeller  Center  in 
midtown  Manhattan  to  Mitsubishi  Estate  Co.  must  realize 
that  there  is  a  connection:  As  long  as  Americans  can't  pay 
for  Japanese  products  by  exporting  goods  and  services  of 
their  own,  they  will  have  to  pay  with  real  estate  and  other 
capital  assets — even  with  a  national  treasure  like  Rockefel- 
ler Center. 


WANTED  AT  THE  SUMMIT: 
CAPTAINS  COURAGEOUS 

President  Bush  agreed  to  a  planned  December  saltwa- 
ter summit  with  Soviet  President  Mikhail  Gorbachev, 
not  wanting  "two  gigantic  ships  to  pass  in  the  night 
because  of  failed  communications." 

Indeed,  the  two  leaders  need  to  take  steps  to  head  off 
a  potential  superpower  collision  over  the  accelerating 
movement  toward  democracy  and  independence  in  Eastern 
Europe.  The  U.  S.  and  Western  allies  should  assure  Moscow 


that  they  won't  intervene  in  the  region  and  threaten  Soviet 
security  if  the  Soviets  let  East  European  satellites  steer 
their  own  political  and  economic  course.  To  do  this,  Bush 
should  agree,  in  consultation  with  nato  allies,  to  accelerate 
the  talks  already  under  way  in  Vienna  to  cut  back  Soviet 
and  Western  nonnuclear  forces  in  Europe.  And  to  head  off 
potential  explosions  in  Poland  and  Hungary,  the  West 
should  give  generous  help  to  those  countries  in  their  diffi- 
cult transitions  toward  democracy. 

Belatedly,  Bush  appears  to  be  shifting  from  his  initial 
hesitancy  in  dealing  with  Gorbachev  toward  more  construc- 
tive management  of  U.  S.-Soviet  relations.  He  has  an  un- 
precedented opportunity  to  exploit  the  possibilities  fori 
lower  global  tensions  that  perestroika  has  opened  up.  Some 
Bush  advisers  still  worry  that  Gorbachev's  aim  is  to  win 
a  breathing  space  in  East-West  relations  in  order  to  rebuild 
the  Soviet  economy,  then  return  to  more  aggressive  policies. 
But  it  will  clearly  take  decades  to  rescue  Soviet  industry 
and  agriculture  from  their  present  disastrous  state.  And 
both  the  U.  S.  and  Soviet  Union  badly  need  to  channel  into 
more  productive  uses  tens  of  billions  of  the  dollars  that  they 
have  been  pouring  into  arms  every  year.  At  the  summit. 
Bush  and  Gorbachev  should  jointly  chart  a  course  toward  | 
that  goal. 


INDEX  ARBITRAGE 
IS  NOT  THE  PROBLEM 

Here  we  go  again.  Now,  we  have  another  assault  oi 
that  perennial  whipping  boy,  program  trading  (pag 
122).  As  was  the  case  after  Bloody  Monday,  an 
again  after  a  stock  market  decline  in  April,  1988,  critic 
are  taking  aim  at  stock-index  arbitrage,  in  which  traders  bu| 
or  sell  huge  blocks  when  stock-index  futures  stray  far  fror 
the  price  of  the  underlying  stocks.  Index  arbitrageurs  ar 
being  blamed  for  market  volatility  and  for  the  resultin 
alienation  of  the  small  investor.  Fanning  the  fires  ai 
such  major  brokerage  houses  as  Morgan  Stanley,  Kiddf 
Peabody,  and  Merrill  Lynch,  which — having  first  profite 
handsomely  from  program  trading — now  are  clamoring  I 
cut  it  back. 

The  finger-pointing  at  program  trading  strikes  us  as  exaj 
gerated  at  best.  To  begin  with,  there's  considerable  evident 
that  index  arbs  haven't  been  unusually  active  in  recei 
weeks.  Even  if  they  were,  so  what?  There  is  nothing  i 
herently  wrong  with  arbitrage — the  age-old  practice 
profiting  from  discrepancies  between  different  markets.  I 
dex  arbitrage  does  nothing  more  than  bring  markets  bai 
into  line. 

The  real  danger  to  the  markets  is  not  arbitrage  but  ir 
nipulation.  If  regulators  intend  to  act  against  program  trS 
ing,  they  should  train  their  guns  on  that  pernicious  form 
it  called  index  front-running — in  which  major  market  play^ 
manipulate  key  stocks  underlying  the  indexes  to  make 
ey  in  stock-index  futures.  Index  front-running  was  recen] 
banned  by  the  Securities  &  Exchange  Commission  but 
mains  a  legitimate  source  of  concern.  Index  arbitrage  is  aj 
should  remain  legal. 
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As  for  inte- 
rior room,  the 
Sonata  is  un- 
matched by  any 
car  in  its  class.  And  it's  space 
that's  well  furnished.  There's  / 
deep-pile  carpeting,  plush 
velour  upholstery  and  a  wealth 
of  standard  features.  Should  you 
choose  the  Sonata  GLS,  there's , , 


even  the  option  of  an  interior 
finished  in  luxurious  leather 
But  even  though  it's  a  lot 
more  car  than  an  Accord  or 
Gamry  at  $9695  *  the  Sonata 
costs  thousands  less.** 

So  if  you've  been  waiting  for 
the  right  midsize  car  to  come 
along,  call  1-800-826-GARS  for 
the  location  of  your  nearest 
Hyundai  dealer 

As  for  you  other  4,000,000? 
Next  time,  don't  be  so  hasty 
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HE  SQUEEZE  ON  YOUR  HEALTH  PLAN 


According  to  the  laws  of  automotive  physics,  all  cars  must  age.Som^ 
lust  do  it  much  more  gracefully  than  others.  There  is  one  car,  howeveij 
that  appears  to  buck  the  trend  entirely:  the  BMW325is  sports  sedarl 
Car  and  Driver  tested  one  while  new,  and  then  put  it  through  identic 
tests  following  30,000  mercilessly  driven  miles.  At  which  time  it  wasi 
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nd  to  accelerate  quicker,  reach  a  higher  top  speed  and 
hor itativeiy  than  the  day  it  was  new.  Providing  yet  more  |ustitication 
the  consistently  high  resale  value  o#  a  3-Series  BMWsedan.  ^^^^ 
it  your  BMW  dealer  to  test  drive  the  325is  for  yourself.  And  do 
ir  part  to  help  stop  the  aging  process.  THE  ULTIMATE  DRIVING  MACHINE. 
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Change  from  lost  year:  2.1% 
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Change  from  last  week:  0.0% 
Change  from  last  year:  8.5% 
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The  production  index  increased  for  the  week  ended  Oct.  28.  On  o  seosonolly 
adjusted  bosis,  output  rose  in  cool,  poper,  rail-freight  traffic,  trucks,  and  crude-oil 
refining.  Steel  and  electric  power  production  declined.  Both  lumber  and  auto  output 
were  unchanged  from  the  previous  week.  Prior  to  colculation  of  the  four-week 
moving  overage,  the  index  fell  slightly  to  176.4  from  176.6.  For  the  month  of 
October,  the  index  rose  to  176.6  from  September's  level  of  176,1. 

BW  production  index  copyright  1989  by  McGrow.HMI  Inc. 
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The  leading  index  was  unchanged  for  the  week  ended  Oct.  28.  Sharply  lower 
stock  prices  plus  slow  growth  rotes  for  materials  prices  and  real  estate  loons,  offset 
lower  bond  yields,  faster  growth  in  M2,  and  o  drop  in  the  number  of  business 
failures.  Before  calculation  of  the  four-week  moving  average,  the  index  declined  to 
220.2  from  221.3  in  the  previous  week.  For  the  month  of  October,  the  index  fell  for 
the  first  time  in  five  months,  dropping  to  220.4  from  220.7  in  September. 

Leading  index  copyright  1989  by  Center  for  International  Business  C/cle  Reseorch  J 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Orange 
year  ago 

STEEL  111/4)  thous.  of  net  tons 

1,801 

1,754# 

-3.8 

AUTOS  (11/4)  units 

144,506 

146,148r?i 

-8.2 

TRUCKS  11 1/4)  units 

78,422 

73,242r# 

-9.5 

ELEQRIC  POWER  (l  1/4)  millions  of  kilowatt-hours 

50,098 

49,313  3? 

1.3 

CRUDE-OIL  REFINING  ( 1 1  /4)  thous.  of  bbl./day 

13,309 

13,270# 

2.5 

COAL  (10/28)  thous.  of  net  tons 

20,301  # 

19,322 

4.1 

PAPERBOARD  (10/28)  thous.  of  tons 

746.0 

734.7r 

3.0 

PAPER  (10/28)  thous.  of  tons 

748.0r 

5.5 

LUMBER  (10/28)  millions  of  ft. 

540.1  * 

535.0 

0.1 

RAIL  FREIGHT  (10/28)  billions  of  ton-miles 

20.2  # 

19.7 

0.5 

Sources:  American  Iron  &  Sfeel  Inst.,  Ward's  Automotive  Reports.  EcJison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA\  SFPA^,  Association  of 
American  Railroads. 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (11/8) 

143 

143 

123 

GERMAN  MARK  (11/8) 

1.84 

1.84 

1.74 

BRITISH  POUND  (11/8) 

1.59 

1.58 

1.81 

FRENCH  FRANC  (11/8) 

6.25 

6.23 

5.94 

CANADIAN  DOLLAR  (11/8) 

1.17 

1.17 

1.22 

SWISS  FRANC  (11/8) 

1.62 

1.61 

1.46 

MEXICAN  PESO  (11/8)^ 

2,634 

2,627 

2,300 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollors. 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1 1/8)  $/troy  oz. 

383.200 

373.050 

-8.9 

STEEL  SCRAP  (1  1/7)  =  l  heavy,  $/ton 

98.50 

98.00 

-12.8 

FOODSTUFFS  !l  l/6)  index,  1967=  100 

215.0 

214.4 

-6.8 

COPPER  (1 1/4)  c /lb. 

120.4 

122.1 

-22.2 

ALUMINUM  (1 1/4)  ff/lb. 

75.8 

79.5 

-30.3 

WHEAT  (1 1/4)     2  hard,  $/bu. 

4.27 

4.29 

2.9 

COTTON  (11/4)  stnc*  low  middling  1  - 1  / 1 6  in.,  c/lb.  70.47 

68.99 

30.8 

Sources:  London  Wevi  final  setting,  Chicago  mkt., 
Week,  Kansas  City  mkt.,  ^^'7mphis  mkt. 

Commodity  Re 

learch  Bureau,  Metals 

1  LEADING  INDICATORS  1 

latest 

Week 

%Cliem 

week 

ago 

year  ai 

STOCK  PRICES  (11/3)  S&P500 

338.55 

340.80 

21 

CORPORATE  BOND  YIELD,  Aaa  (11/3) 

8.91  % 

8.85% 

-5. 

INDUSTRIAL  MATERIALS  PRICES  (1 1/3) 

106.5 

107.0 

8 

BUSINESS  FAILURES  (10/27) 

229 

241 

-20. 

REAL  ESTATE  LOANS  (10/25)  billions 

$345.7 

$345.5r 

14. 

MONEY  SUPPLY,  M2  (10/23)  billions 

$3,180.6 

$3,175.1r 

4 

INITIAL  CUIMS,  UNEMPLOYMENT  (10/21 

thous.  362 

332 

19 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun 
Bradstreet  (failures  of  large  companies).  Federal  Resei^e  Board,  Labor  Dept.  CIBCR  seaso 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDKATORS 


Latest 
mootfa 

Month 

ago 

year  « 

BUSINESS  WEEK  PRODUQION  INDEX  (Oct.) 

176.6 

176.1r 

2 

BUSINESS  WEEK  LEADING  INDEX  (Oct ) 

220.4 

220.7r 

8 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Oct.) 

1 17.5 

1 17.5 

1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Oct ) 

5.3% 

5.3% 

0 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Urtest 
week 

Week 
ago 

yeara< 

MONEY  SUPPLY,  Ml  (10/23) 

$789.0 

$789.0r 

1 

BANKS'  BUSINESS  LOANS  (10/25) 

317.5 

318.6r 

5 

FREE  RESERVES  (11/1) 

844 

291  r 

19 

NONFINANCIAL  COMMERCIAL  PAPER  (10/23) 

128.6 

129.6 

32 

Sources:  Federal  Reserve  Board  (in  billions,  except  for ) 

0  two-week  period  in  millions). 

ree  reserves. 

which  are  expressed  f 

MONEY  MARKET  RATES 

Latest 
week 

Week 
•90 

Year 
ago 

FEDERAL  FUNDS  (i  1/7) 

8.64% 

8.89% 

8.31  = 

PRIME  (11/8) 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (i  1/7) 

8.54 

8.48 

8.38 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i  1/8) 

7.96 

8.03 

8.50 

EURODOLLAR  3-MONTH  (1  l/D 

8.56 

8.58 

8.56 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  date  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equipmer 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  —  Free  morket  value         NA  =  Not  available         r  =  revised         NM  =  Not  meoningf ul 
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Once  again, 
Compaq  makes 
a  sizeabje 
contribution 
to  personal 


:s  8/2  by  11  inches 
1 6  pounds. 


Everyone  who  finds  their  typical 
vvorkplace  in  planes,  trains, 
automobiles  and  hotel  rooms, 
just  got  some  big  help.  In  a 
small  way.  Introducing  the  new 
battery-powered  COMPAQ 
LTE/286  and  COMPAQ  LTE 
Personal  Computers. 

Our  newest  laptops  are 
the  smallest  and  lightest  PCs 
we've  ever  offered.  But  they 
still  have  all  the  big  thinking 
that's  made  Compaq  a  world 
leader  in  portable  and  laptop 
personal  computing.  So  you'll  find  the  functionality  of 
a  real  PC  in  a  package  that  fits  in  your  briefcase. 

For  instance,  you  can  carry  a  few  file  cabinets' 
worth  of  information  on  a  fixed  disk  drive.  Run  your 

favorite  software 
using  3'/:-inch 
diskettes.  And 
keep  the  home 
office  in  the  loop 
with  an  optional 
2400'baud  internal 
modem.  Your 
fin  gers  will  feel  at  home  on  standard-spaced  keys  and 
an  embedded  numeric  keypad.  And  your  eyes  will  rest 
easy  on  a  backlit  screen  that's  easy  to  read  in  any  light. 

All  this  runs  for  more  than  3 '/  hours  on  a 
small,  yet  very  powerful  battery  pack.  Recharging  is 
fast,  and  changing  to  a  spare  is  easy.  You  can  even  run 
your  PC  off  AC  power,  or  from  your  car's  cigarette 
lighter  with  an  optional  adapter. 
So  which  one  fits  you  best? 
The  COMPAQ  LTE/286  is  designed  for 
business  professionals  who  need  extra  performance 


At  iJ  mchti,  the  new  COMPAQ  WE.  2bO  and 

COMPAQ  LTE  arc  small  enough  to  take  everywhere. 


A  y/:-mch  LH-MB  Diskette  Drive 
lets  you  run  your  MS-DOS  ofjice 
softivare  when  your  office  is  on  the  road 


on  the  road.  For  spreadsheets  and 
cost  analyses,  account  profiles,  as 
well  as  word  processing  and  E-mail.  It 
features  a  12-MHz  80C286  micropro- 
cessor, a  choice  of  a  high-performance 
40-  or  20-MB  Fixed  Disk  Drive  and  a 
built-in  3 '/-inch  1.44-MB  Diskette  Drive 
You  can  expand  its  640K  memory 
to  2.6  MB.  Even  add  an  optional 
12-MHz  80C287  coprocessor 
for  number  crunching. 

The  COMPAQ  LTE  is 
for  people  in  the  field  who  need 
basic  computing  capabilities. 
For  inventory  tracking,  customer  databases,  custom 
and  standard  business  applications.  It's 
ideal  for  automating  a  sales  force.  It 
has  a  9.54-MHz  80C86  microprocessor 
and  a  3 '/-inch  1.44-MB  Diskette 
Drive.  You  can  add  a  20-MB  Fixed 
Disk  Drive  and  expand  its  640K 
memory  to  1  MB. 

Compaq  has  built  a  worldwide 
reputation  for  building  rugged,  reliable 
laptop  and  portable  personal  computers 
The  new  COMPAQ  LTE/286  and 
COMPAQ  LTE  are  simply  our  latest 
contributions  to  people  who  carry 
their  office  everywhere. 

Try  one  on  for  size.  For  a  free  brochure  and 
the  location  of  your  nearest  Authorized  COMPAQ 
Computer  Dealer,  call  1-800-231-0900,  Operator  99. 1; 
Canada,  1-800-263-5868,  Operator  99. 


The  office  is  neter 
more  than  a 
phone  line  aivay 
with  an  (iptional 
2m-haud 
internal  modeni. 


comPAa 


It  simply  works  better. 


How  to  size  up 
your  situation. 

No  matter  w  here  vour  work  takes  you,  there's  a  high-performance  COMPAQ  laptop  or  portable  personal 
computer  that  will  make  vour  trip  more  producti\'e.  So  which  one  is  best  for  vou? 


COMPAQ  LTE   It  vou  have  basic  computing  needs  and  want  a 
batterv'powered  laptop  small  enough  to  take  e\-ervwhere,  vou\-e 
found  the  perfect  tit.  And  it  measures  just  S'  :  bv  11  inches  and 
weighs  onlv  6  pounds. 


COMPAQ  LTE  2S0  It  vou  need  battery-powered  286  performance  in 
a  laptop  that  fits  in  vour  briefcase  with  room  to  spare,  this  is  it. 
Measuring  just  S'  ;  bv  II  inches  and  weighing  but  6  pounds,  it's 
a  lot  of  PC  in  a  little  package. 


COMPAQ  SLT  286  If  vou  need  the  ultimate  in  full-function  286  laptop 
computing,  get  hold  of  this.  You'll  find  \'GA  graphics,  a  40-  or 
20-MB  Fixed  Disk  Drive,  a  detachable  kevboard  and  up  to  3.6  MB 
of  memory.  All  running  on  battery. 


CON  IPAQ  PORTABLE  III  If  vou  need  a  rugged,  expandable,  286  portable, 
you've  got  it.  Its  crisp  gas  plasma  displav,  fixed  disk  dri\'e  options, 
expandable  RAM  and  optional  expansion  slots  give  vou  a  handle 
on  the  functionalitv  of  a  desktop  PC. 


COMPAQ  PORTABLE  386  If  vou  need  pro\-en  386  performance,  vou've 
found  it.  A  20-MH:  386  microprocessor,  a  110-  or  40-MB  Fixed  Disk 
Dri\-e,  memorv  that  expands  to  10  MB,  and  more  let  you  take  on  the 
most  demanding  applications.  Anvwhere. 


urt.r;itr  i<  .it  rhc  Ji-- 
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It  simpiv  works  better. 
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A  POST-MORTEM  ON 
CATASTROPHIC  HEALTH  CARE 

The  recent  report  of  the  medicare  cat- 
astrophic coverage  act  is  a  tragedy 
of  major  proportions  ("The  torpedo  that 
slammed  into  catastrophic  health  care," 
Washington  Outlook,  Oct.  23). 

A  critical  measure  of  protection  for 
older  Americans  was  destroyed  by  a  lob- 
by that  represents  the  more  affluent 
among  them — because  they  resented  the 
additional  annual  cost  of  up  to  $800  per 
person. 

While  an  income  tax  surtax  may  not 
be  the  ideal  way  to  fund  any  govern- 
ment program,  medicare  is  already  a 
bargain  for  all  those  who  are  covered  by 
it.  Part  A  (hospitalization)  is  once  again 
free,  while  Part  B  (doctors'  bills)  re- 
quires a  monthly  premium  that  covers 
only  257(  of  the  cost. 

Presumably,  an  increase  in  the  medi- 
care payroll  tax  or  a  raid  on  general  tax 
revenues  would  be  just  fine.  Unfortu- 
nately, this  cost-shifting  to  the  younger 
generation  won't  work  anymore. 

Unless  the  better-off  retirees  are  will- 
ing to  shoulder  some  of  the  costs  for  the 
rest  of  their  generation,  millions  of  them 
will  continue  to  live  in  fear  that  a  major 
illness  will  consign  them  to  poverty. 

John  K.  Dirlam  Jr. 
Wellesley  Hills,  Mass. 

Your  editorial  explaining  why  the  cat- 
astrophic illness  program  of  medi- 
care lost  the  support  of  the  more  afflu- 
ent senior  citizens  ("What  killed 
catastrophic  insurance,"  Oct.  30)  points 
out  that  the  plan  duplicates  coverage  al- 
ready available  to  many  affluent  retirees 
through  employer-sponsored  health  in- 
surance included  as  part  of  their  retire- 
ment plans. 

What  you  fail  to  mention,  however,  is 
that  since  such  health  insurance  costs 
are  tax-deductible  to  the  employer,  and  a 
nontaxable  benefit  to  the  retiree,  the 
federal  taxpayer  is  now  paying  for  a 
portion  of  the  cost  of  providing  such 
catastrophic  health  insurance  to  the  mi- 
nority of  relatively  high-income  seniors. 
This  same  group  appears  to  have  the 
political  clout  to  deny  the  majority  of 
less  affluent  retirees  from  receiving 


EXPRESS  DELIVERY 
OF  BUSINESS  WEEK 


A  number  of  our  subscribers  have  re- 
quested speedy  express  delivery  of 
their  weekly  copies  of  BUSINESS  WEEK. 
We  now  offer  delivery  by  overnight 
courier  at  a  charge  of  less  than  $10  a 
copy.  A  courier  will  deliver  BUSINESS 
WEEK  by  10:30  every  Friday  morning— 
to  your  home  or  office  virtually  any- 
where in  the  U.  S.  If  you  are  interested 
in  this  service,  please  call  Mary  Pizzar- 
elli  at  212  512-6246. 


such  essential  health  insurance  with  the 
assistance  of  the  federal  government. 

Inwood  Smith 
Upper  Arlington,  Ohio 

PROTECTIONISM  IS  HOT  THE 
ANSWER  TO  JAPAH'S  CHALLEHGE 

Your  special  feature  about  the  grow- 
ing Japanese  dominance  in  comput- 
er technologies  addresses  a  supremely 
important  global  issue  ("Computers:  Ja- 
pan comes  on  strong,"  Cover  Story, 
Oct.  23). 

If  Japan  succeeds  in  its  ambitions, 
mainly  through  the  weaknesses  and  mis- 
takes of  competitors,  it  will  truly  become 
the  21st  century  superpower,  not  only 
commercially  but  politically  and  strategi- 
cally as  well.  It  is  the  duty  of  both  the 
U.  S.  and  Europe  to  respond  to  this  chal- 
lenge, together  if  need  be. 

A  successful  response  might  include: 

■  Encouraging  the  immigration  of  Third 
World  scholars  and  researchers  into 
greatly  expanded  U.  S.  and  European  in- 
stitutions. In  the  end,  the  Japanese  xeno- 
phobia will  be  its  undoing;  Japan  simply 
does  not  have  the  manpower  to  present 
a  sustainable  challenge  for  superpower 
status. 

■  A  government-sponsored  steering 
group,  a  scaled-down  version  of  MITI, 
fostering  maximally  resourceful  corpora- 
tions capable  of  undertaking  arduous 
long-term  challenges  in  key  technol- 
ogies. The  most  important  MITI  contribu- 
tion is  to  have  fostered  such  companies 
in  Japan. 

Protectionism  is  the  worst  response  to 
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At  the  Unix  ersit}^  of  Missouri, 
for  professors  to  get  thrc 


V\e  also  found  a  better       for  professors  to 
get  through  to  other  professors.  For  administra- 
ti\c  people  to  get  through  to  other  administrati\e 
people.  In  fact,  we  found  a       for  the  entire 
uni\ersit\  to  communicate  a  whole  lot  better. 

How"?  W  ith  an  innovative,  state-of-the-art 


GTt  Ccr/.raNc:    semce  a  a  registered  scrvicerrLirl  of  GTE  Corp. 


s\stem  we  call  GTE  CentraXet  "  serv  ice. 

Utilizmg  fiber-optic  technologv.  this  system 
pro\  ides  \  oice.  data  and  %  ideo  capabilities  that 
link  all  the  uni\ersit>  departments  together. 
It  also  enables  professors  and  students  to  com- 
municate \  ia  personal  computers  in  the  dorms. 


developed  a  better  way 
ugh  to  their  students. 


mproving  one-on-one  education  at  one  of  the 
Midwest's  largest  universities. 

Amazingly,  the  system  handles  almost  half  a 
nillion  calls  per  week.  Equally  amazing  is  that 
VQ  accomplished  all  this  at  a  great  savings  to  the 
iniversity.  Which  just  goes  to  prove:  You  can 


major  in  advanced  communications,  and  still 
know  a  thing  or  two  about  economics. 

You  see  at  GTE,  it  s  not  just  communications 
we  offer,  it  s  solutions.  Call 
us.  It  could  be  very  educa- 
tional. 1-800-225-5483. 
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THE  POWER  IS  ON 


THE  REWARDS  OF  SPARTAN 


Beat  CDs 
with  Spartan's 

High  Yields 


Spartan  Money  Market's 
High  Current  Yields 

Spartan  iMuney  Market  Fund 
offers  your  $20,000  investment 
current  yields  that  ha\e  been  con- 
sistently higher  than  those  of  CDs 
and  bank  money  market  accounts. ' 

Thats  why  so  many  people 
in\est  in  Spartan  for  the  excep- 
tional high  current  yields  theii- 
larger  CiLsh  assets  deser\e. 
Of  course,  yield  will  vary  with 
market  conditions. 

Spartan's  Stability 

While  not  FDIC  insured  like 
bank  products.  Spartan  is  profes- 
sionally managed  to  maintain  a 
stable  \  alue  of  SI  per  share,  offer- 
ing investors  an  element  of  safety. 

.\nd  Spartan  imests  only  in  high 
quality  money  market  instruments. 


The  rewards  of  Spartan 
require  a  minimum  initial  invest- 
ment of  S20,( )()().  For  more  com- 
plete information  on  Spartan 
Money  Market  Fund,  including 
management  fees  and  transaction 
expenses,  call  or  write  for  a  free 
prospectus.  Read  it  carefully 
before  \  ou  in\  est  or  send  mone\  . 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 


1-800-544-6666 


Askabouth 
our  low  \ 
Expense  < 
Guarantee!' 


Fideliiy 


Inuestments  ® 

CODE:  BW/SPM/112089 

FideiiU  UiMrihuliirsi  ui  jii.r.iiion  (di-iicral  DislnhulKin  ,\nenll  PO,  Bii\  ddOdOi,  Diilkis.  I  \  "SiWvlKiOi 
*Annuali/fd  historical  mcWs  lor  the  '-Aw  periDci  endini; ')  2(i  X')  F.ffecllve  \ifld  assumes  reinvested  incimie 
"I  lelds  will  varv.  If  the  .uKisir  h.id  nut  paid  a  portion  ol  the  Funds  expenses,  the  current  and  effective  Melds 
would  have  heen  X  Sl"„  and  S  xs",,,  respecliveh  The  expense  limitation  ma\  he  terminated  or  revised  at 
an\  time,  al  which  timeexpenst'-  will  go  up  and  \ield  will  go  down  (Through  5  "A)2.  the  Funds  expenses 
will  not  he  more  than         Trat^ac  lions  will  reduce  vour\ield  depending  on  the  number  vou  malve 
'Based  on  average  annual  \  ield.s  foi  100  leading  banks  and  thrifts  as  reported  weeklv  2/1  '80-4/1  .^/89  In 
B\^\KR\TE  MONITOR 


CORRECTIONS  &  CLARIFICATIONS 


The  article  "A  guy  who  grew  up  in  ai 
stovepipe  called  Sikorsky'"  (The  Corpo-j 
ration,  Oct.  23)  referred  to  J.  Thoniasl 
Bouchard  as  the  president  of  US  West! 
Inc.  Bouchard's  correct  title  is  senior! 
vice-president. 


Japan's  challenge.  It  would  only  gene 
ate  insecurity,  timidity,  and  failure. 

Jan  Salon- 
Helsinl 

AETNA'S  NO  PUSHOVER  FOR 
HEALTH  CARE  FRAUD 


Your  story  on  health  care  fraud  ["P. 
this  medical  lab,  only  the  bills  wer 
real,"  Top  of  the  News,  Oct.  16)  pointe 
out  that  fraud  is  a  major  contributor  t 
the  cost  of  health  care  in  this  countr 
We  estimate,  conservatively,  that  mor 
than  $1  million  a  day  is  spent  nationwid 
to  pay  for  fraudulent  medical  bills. 

You  mentioned  that  Aetna  was  one  c 
400  companies  "duped"  by  variou 
schemes.  Without  further  elaboratio; 
this  could  lead  some  to  conclude  th; 
Aetna  is  less  than  aggressive  in  inves 
gating  and  seeking  prosecution  in  heal 
care  fraud  cases.  A  number  of  peop' 
who  thought  that  way  are  in  jail,  a 
many  more  probably  will  be,  as  a  resu 
of  investigations  conducted  by  Aetna 
Employee  Benefits  Div.  Our  investig; 
tions  last  year  helped  save  policyholde: 
more  than  $18.6  million  by  prevent! 
the  payment  of  fraudulent  claims. 

James  L.  Garc: 
Direct 

Insurance  Services  &  System 
Employee  Benefits  Di^ 
Aetna  Life  Insurance  d 
Hartfor 

IT'S  BEARDLESS 

AT  THE  TOP  

This  may  be  another  piece  of  trivl 
about  your  Corporate  Elite  specif 
issue  (Oct.'20). 

Of  the  999  CEOs  pictured,  960  weij 
clean-shaven  (including  one  woman).  Th 
other  39  sported  mustaches  or  more  e\ 
otic  forms  of  facial  hair  adornment.  Thl 
Gillette  road  to  the  top  appears  to  be  th| 
way  to  go. 

Joe  Perreil 
Glendale,  Cali|  i 

TUNING  IN 

SPANISH  TV  

The  bar  chart  with  "Hispanic  TV: 
great  way  to  make  a  killing,  right?! 
(Top  of  the  News,  Oct.  23)  cites  Strategj 
Research  Corp.  as  its  source.  The  datj 
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illustrated  is  from  an  SRC  Spanish  Televi- 
sion Audience  Report  but  the  figures  in 
the  article  do  not  match  those  in  our 
reports.  The  correct  combined  ratings 
figures  for  Univision  and  Telemundo  for 
the  8  p.m.  to  9  p.m.  period  (Monday- 
Friday)  are:  May  '88—2,608,000;  Nov. 
'88—2,931,000;  Feb.  '89—2,636,000;  May 
'89—2,776,000. 

Raul  J.  Lopez 
Senior  Vice-President 
Media  Research  Director 
Strategy  Research  Corp. 

Miami 

KILLING  INTEREST  DEDUCTIONS 
WITHOUT  HURTING  INVESTMENT 

It  is  recommended  that  the  country 
should  reduce  its  bias  tovv^ard  the  use 
of  debt  in  your  article  "Why  even  well- 
run  companies  can  be  easy  prey"  (Top  of 
the  News,  Oct.  23).  It  is  then  stated  that 
curtailing  deductions  for  interest  would 
"hurt  investment  and  give  an  unwar- 
ranted advantage  to  foreign  buyers." 

Eliminating  the  deduction  for  interest 
would  increase  the  cost  of  capital,  but 
the  level  of  investment  could  easily  be 
maintained  or  even  increased  by  invest- 
ment tax  credits,  more  accelerated  de- 


preciation, and/or  reduced  corporate  tax 
rates.  Even  capital-gains  rates  could  be 
reduced. 

Harold  Bierman  Jr. 

Professor 

Johnson  Graduate  School  of 
Management 
Cornell  University 
Ithaca,  N.  Y. 

WHY  SHOULD  TOKYO 

BAHKROLL  BUYOUTS?  

The  Japanese  banks'  reluctance  to  fi- 
nance every  harebrained  leverage 
buyout  scheme  offered  to  myopic,  get- 
rich-quick  investors  should  be  refreshing 
rather  than  alarming  ("The  hard  line 
coming  from  Tokyo  banks,"  Special  Re- 
port, Oct.  30). 

If  Americans  cannot  provide  the  nec- 
essary capital  from  within  and  must 
turn  to  Japanese  banks  instead,  can  we 
expect  them  not  to  insist  on  the  same 
creditworthy  standards  that  they  de- 
mand of  their  native  companies? 

With  luck,  the  Japanese  may  bring 
with  them  not  only  needed  capital,  but 
also  the  discipline  too  many  Americans 
need  to  develop:  to  save,  to  manage  and 
plan  for  the  long-term,  and  to  invest 


with  proper  risk  analysis.  While 
feet,  their  values  should  be  emulal 
rather  than  feared  and  scorned. 

Gregory  R.  McDonald,  Presideni 
Nexal  (jj 
Issaquah,  Washl 


KEEP  AHTITRUST  LAWS 
OUT  OF  ACADEMIA 


11 


The  extension  of  antitrust  legislatio; 
to  fields  such  as  sports  or  academi; 
is  generally  absurd  ("If  colleges  are  fix 
ing  prices,  it's  a  job  for  antitrust,"  Eco 
nomic  Viewpoint,  Sept.  25).  The  justificjj 
tion  for  antitrust  legislation  lay  in  th' 
threat  arising  from  large  corporate 
commercial  monopolies.  It  concerns  ft, 
deliberate  restraint  of  trade. 

Leave  it  to  an  economist  to  try  to  sui 
ject  scholarship,  science,  and  the  thin 
for  knowledge  to  the  vagaries  of  suppi 
and  demand. 

Drage  Vukcevio 
Columbia,  M( 


Letters  to  the  Editor  should  be  sent  to  Reada 
Report,  Business  Week,  1221  Avenue  of  the  Amei 
cas,  New  York,  N  Y.  10020.  Fax:  (212)  512-446 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  a 
elude  an  address  and  daytime  and  evening  telj 
phone  numbers.  We  reserve  the  right  to  edit  lettej 
for  clarity  and  space. 


f 


Whether  your  Mil  buOding  plans  caR 

for  a  functional  approach  or  an  elaborate  design, 
keep  Butler  in  mind.  Our  building 
products  and  systems 
are  pri^rred  by  more  architects,  developers 

and  ovmers  around  the 

world.  CaU  1-800-232-3794  and 
find  out  why  more  people  are  saying.  That's  a  Buder  Building!" 

Rigid  Standards.  Flexible  Designs.  Csutler 
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The  New  OKIDAEA  380 
i3fs  More  ^^Show^^  in  Your  Business^ 

Get  Letter  Quality,  OKIDAIA 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKIDAIA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  the  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDAIA  dealer,  screen  test  the 
new  OKIDAIA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  '  'show' '  in  your  business.  For  the  name  of 
the  OKIDAIA  dealer  nearest  you,  call  1-800-OKIDAIA. 


output  samples  above  were  printed  on  a  MICROLINE  380 
5  WordPerfect  5.0  and  Gemgiaph. 

DATA  is  a  registe'^ed  trademark  of  Oki  America,  Inc.,  Marque 
)see  de  Oki  Amenca.  Inc 


an  OKI  AMERICA  company 


We  put  business  on  paper. 


Our  structure  may  surprise  you 
in  more  ways  than  one. 


You  probably  know  rhar  today  sTransamerica 
is  focused  on  financial  sen  ices.  Ir  may  surprise 
>  ou,  though,  to  know  that  our  earnings  are 


evenly  split  bet\veen  our  two  major  areas  o' 
business:  finance  and  insurance.  So  if  you' 
looking  for  a  balanced  in\  estment.vou  shot 
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e  a  closer  look  at  us.  When  we  say  our 
icture  is  unique,  we're  talking  about  more 
in  our  building. 


Transamerica 

THE  POWHROF  THE  PYRAMID  IS  WORKING  FOR  YOU." 


FEEDING  FRENZY:  THE  INSIDE  STORY  OF  WEDTECH 

•  erg  and  Matthew  C.  Harrison  Jr. 

•  326pp  .  S19.95 


WHERE  LYING 

WAS  BUSINESS  AS  USUAL 


After  a  long  run  in  the  couits  and 
the  press,  the  Wedtech  scandal 
has  d\\indled  to  a  small,  mean 
end.  In  all,  27  people,  including  members 
of  Congress  and  the  executive  branch, 
were  convicted  of  crimes  that  came  to 
light  when  the  South  Bronx  defense  con- 
tractor collapsed.  Only  one  person  found 
guilty  of  Wedtech-related  misdeeds,  for- 
mer White  House  adviser  Lyn  Xofziger, 
has  had  his  conviction  overtui'ned  on  ap- 
iieal.  The  courtroom  record  underscores 
more  distressing  point:  The  Reagan 
Administration,  in  its  search  for  a  sym- 
bol of  the  Tightness  of  its  economic  and 
social  policies,  cast  its  lot  with  a  compa- 
ny that  was  a  sham  from  the  start. 

Of  course,  the  Wedtech  gang  didn't 
fool  just  the  Reaganauts.  Journalists,  lo- 
:1  politicians,  and  securities  analysts  all 
I'll  for  the  romantic  tale  of  a  band  of 


earthy  entrepreneurs  bent  on  redeeming 
an  entire  ghetto.  But  as  authors  William 
Sternberg  and  Matthew  C.  Harrison  Jr. 
make  clear  in  Feeding  Frenzy:  The  In- 
side Story  of  Wedtech,  the  company 
won  its  government  contracts  through 
payoffs,  lies,  and  hired  political  muscle. 
Once  the  contracts  started  rolling  in — 
S400  million  worth — Wedtech  used 
fraudulent  accounting  to  speed  up  the 
influx  of  federal  money,  much  of  which 
went  straight  into  the  pockets  of  its  top 
executives  and  political  patrons. 

In  a  way,  Wedtech  and  the  Reagan 
Administration  were  made  for  each  oth- 
er. Wedtech  rehed  on  no-bid  federal  con- 
tracts for  95'f  of  its  revenues,  while  the 
White  House  needed  a  showcase  compa- 
ny to  sell  its  plans  to  replace  the  welfare 
state  with  unbridled  entrepreneurship. 
So  it  wasn't  hard  for  Wedtech's  Wash- 


ington friends  to  persuade  then-\\Tiii 
House  adviser  Edwin  Meese  III  to  lea 
on  the  Army  to  award  the  company  tl- 
contract  that  launched  it  into  the  bi  *- 
time.  As  Xofziger  wTote  in  a  memo  i 
Meese  that's  quoted  in  the  book:  "... 
would  be  a  blunder  not  to  award  th; 
contract  to  [Wedtech].  The  symbolism  € 
ther  way  is  very  great  here." 

It  should  have  been  obvious  that  We 
tech  obtained  the  contract — to  build  tl 
small  engines  that  power  Army  fie^ 
generators — under  false  pretenses.  Tl 
job  was  supposed  to  go  to  a  compar 
both  capable  of  doing  the  work  and  i  - 
least  51'~'c-owned  by  "economically  disa  t:- 
vantaged  minorities."  Wedtech  had  ne 
er  produced  an  engine  of  any  sort,  muc 
less  one  meeting  the  Army's  stringei 
standards.  And  it  won  the  "minority  e:  - 
terprise"  designation  by  lying  about  r 
ownership  structure  to  the  Small  Bus 
ness  Administration. 

Ljing,  it  seems,  was  business  as  usu;  - 
at  Wedtech.  As  Sternberg  and  Harriso  - 
tell  in  con\'incing  detail,  the  company 
officers  also  won  business  and  infli  ' ' 
enced  Washington  through  briben.-  ar 
intimidation.  One  of  the  book's  funnie;  '-^ 
anecdotes  captures  Wedtech's  principal  - 
John  Marietta  and  Fred  Xeuberger,  se  ; 


e  1989  Cemel  Cofooration 


h  

I  ig  a  management  dispute  by  hurling 
;tures  and  ciiairs  at  each  other  across 
I  jonference  room. 

I  But  any  amusement  one  feels  while 
iding  Feeding  Frenzy  soon  gives  way 
sadness  and  disgust.  To  my  mind,  the 
ok's  most  appalling  story  describes 
edtech  executive  Anthony  Guariglia, 
horting  employees  to  invest  their  life 
rags  in  Wedtech  stock  even  though 

knows  that  the  company  is  about  to 

under. 

Authors  Sternberg  and  Harrison  are 
?11  qualified  for  their  task.  Sternberg 
vered  the  company  for  Grain's  New 
)rk  Business.  Harrison,  like  others 
-ed  by  Wedtech  to  gain  backstairs  in- 
lence,  was  a  former  Defense  Dept. 
ntracting  officer.  Apparently  he 
isn't  tainted  by  the  culture  of  corrup- 
m.  After  the  company  collapsed,  its 
retaker  managers  asked  him  to  stay 
and  help  pick  up  the  pieces. 
The  authors'  extensive  interviews 
,ve  yielded  some  remarkable  material. 
Ten  Wedtech  junkies  will  be  amazed  to 
irn  that  Marietta's  partners  in  crime 
riously  considered  having  him  killed  to 
move  him  from  power,  a  charge  con- 
•med  here  by  several  sources,  includ- 
g  participants  in  the  plot. 
Inside  skinny  like  that  almost  guaran- 
es  a  fascinating  read.  And  Feeding 


Frenzy  is  on  the  whole  a  well-told,  care- 
fully documented  tale  populated  with 
vivid  characters.  But  the  authors  fail  to 
follow  up  on  some  suggestive  leads. 
Why,  for  example,  did  Wedtech  buy  a 
struggling  company  in  Israel  to  produce 
engine  parts,  when  any  of  20  foundries 
in  the  New  York  area  could  have  done 
the  job?  And  couldn't  the  authors  say 


more  about  the  sinister  Franklyn  Chinn, 
who,  while  he  was  fleecing  Wedtech  (he 
was  convicted  of  racketeering  and  tak- 
ing bribes),  was  also  investing  Meese's 
money  in  a  highly  questionable  fashion? 

There's  also  a  problem  with  the 
sources  of  some  of  the  book's  more  lurid 
assertions.  In  the  main,  the  authors  at- 
tribute their  information  to  specific  in- 
terviewees and  public  documents.  But  in 
a  few  places  they  rely  too  freely  on  un- 
named informants  or  Wedtech  execu- 
tives whose  perjury  marred  their  later 
careers  as  star  witnesses.  And  I  wish 
the  book's  scope  allowed  for  a  fuller  dis- 
cussion of  the  scandal's  effect  in  Wash- 
ington, especially  at  the  Justice  Dept., 
where  the  antics  of  Meese,  by  then  At- 
torney General,  demoralized  the  staff. 

Still,  Feeding  Frenzy  succeeds  as  a 
primer  on  the  Wedtech  scam,  from  its 
squalid  beginning  to  its  sordid  denoue- 
ment. It's  a  detailed  profile  of  a  compa- 
ny that  epitomizes  the  worst  excesses  of 
an  era.  In  the  end,  what's  remarkable 
about  the  Wedtech  gangsters  isn't  that 
they  were  crude  and  thuggish.  It's  that 
among  the  sharp-elbowed  hordes  push- 
ing through  Washington's  corridors  of 
power,  they  didn't  even  stand  out. 

BY  HARRIS  COLLINGWOOD 

News  Editor  Collingwood  covered  the 
Wedtech  scandal. 
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CENTEL 

Wherever  life  takes  you,  Cental  keeps  you 
close  to  home.  Our  cellular  system  is  already 
second  in  number  of  markets  served  and 
grow/ing  fast.  Hardly  surprising,  considering 
our  leadership  position  in  digital  svi/itching  and 

fiber  optics,  expertise  our  people  at 
Centel  Cellular  share  vi/ith  their  colleagues  at  our 
telephone  operations.  All  of  which  helps  us 
bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

•Cellular  Communications- 
•  Telephone  •  Business  Systems  • 
•Power  Distribution  • 
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The  parable  is  older  than  writing  itself,  cominc|f 
us  from  the  first  murmurings  of  civilization.  Yet  its 
son  seems  to  have  been  aimed  specifically  at  the 
twentieth  century. 

In  Genesis,  Chapter  11,  we  read  of  an  unnarr  «) 
people  building  a  great  city  on  the  plain  of  Shi 
(Mesopotamia).  To  the  narrator  of  this  parable,  p 
ing  across  time  and  desert  from  his  own  nomadic  t*o 
tions,  these  folk  were  awesomely  clever  They  all  sp(  Ik 
one  common  language,  and  because  of  this,  noth 
was  impossible  to  them. 

The  plan  of  these  ingenious  people  was  to  erec 
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Pieter  Bruegel  the  Elder,  c  1560,  Kunsthistorisches  Museum,  Vienna 


5  temple  tower,  a  ziggurat,  whose  top  would  reach 
heaven  It  was  to  be  an  altar  to  their  own  intellect 
would  be  called  Babel,  or  "Gate  of  God!'  But  God 
self  came  down  and  walked  the  streets  of  their  city 
saw  their  project  under  construction.  The  hubris  of 
arrogant  race  angered  him.  He  passed  his  hand 
•  the  city  and  cursed  it.  Now  where  there  had  been 
language  were  suddenly  hundreds.  Confusion 
ned  Nothing  was  possible.  The  people  abandoned 

■  city  and  scattered  across  the  land,  taking  with  them 

■  bewildering  tongues.  And  their  vaunted  temple,  the 
er  of  Babel,  was  left  untopped;  carrion  for  the  wind. 
The  lesson  taught  by  this  ancient  parable  is  uncan- 
prescient  for  us  in  the  twentieth  century  The  revolu- 
in  information  technology  during  the  past  four 

ades  has  brought  with  it  the  ancient  curse  of  Babel. 


Every  year  witnesses  the  birth  of  new  computer  com- 
panies, all  fiercely  competing  with  faster  more  powerful 
hardware,  new  formats  and  new  languages.  All  contnb- 
uting  to  an  atmosphere  of  discord  that  the  narrator  of 
the  Biblical  story  would  have  had  no  trouble  recogniz- 
ing, despite  the  great  gulf  of  time. 

Recognizing  this  discord,  Lockheed  has  a  solution; 
systems  integration.  For  years  the  company  has  been 
synthesizing  apparently  incompatible  systems,  whether 
for  use  in  space,  the  military  or  private  industry  To  this 
end,  Lockheed  has  actually  been  able  to  work  against 
the  Babel  effect.  And  with  everyone  once  again  speak- 
ing the  same  language,  who  knows  what  wonders  are 

possbie,  ^Lockheed 

Givingshapetoimagination. 


conomic  Viewpoint 


can  be  seen  in  the  many  big  price  swin 
that  have  taken  place  during  the  past 
years.  On  38  separate  occasions,  one-da 
changes  in  average  prices  on  the  Ne' 
York  Stock  Exchange  exceeded  7^<r.  an 
on  960  occasions,  one-day  swings  excee< 
ed  2^f.  One  study  shows  that  large  pric 
changes  most  often  occur  in  Septembe: 
October,  and  November,  and  very"  larg 
price  drops  are  preceded  and  followed  b 
other  drops.  Large  price  movements  ar 
not  mainly  due  to  panic  selling  whe 
prices  begin  to  fall — a  popular  explam 
tion  of  stock  crashes.  About  half  of  th 
large  price  movements  were  upward 

Most  of  the  large  swings  in  stoc 
prices  were  not  followed  by  depressio 
or  booms.  A  good  example  is  the  20^ 
meltdown  in  prices  that  took  place  o 
October  19,  1987.  Some  investors  ma 
have  panicked  during  this  crash.  Bu 
surely  the  media  and  government  off 
cials  panicked  even  more,  as  they  con 
pared  it  with  the  1929  crash  and  e 
pressed  fears  about  a  major  depressio: 
similar  to  that  of  the  early  1930s 
WEATHER  REPORT.  In  a  column  publishe 
shortly  after  the  1987  crash  (BW — Xo\ 
9).  I  predicted  only  mild  consequence 
and  no  depression.  The  great  strength  a 
that  time  in  employment,  profits,  price; 
and  other  economic  indicators  w"ere  fa 
better  predictors  of  the  future  than  th- 
market  crash.  The  continued  boom  in  th 
economy  dm-ing  the  past  two  years  ha. 
made  comparisons  with  1929  look  sDly 

If  booms  and  busts  in  stock  prices  ar 
caused  by  limited  information,  stock  pe 
formance  could  be  improved  by  more  o 
it.  For  example,  advanced  announcemen 
of  large  institutional  orders  coming  t- 
market — sunshine  trading — might  giv 
investors  better  information  about  thi 
sources  of  price  changes.  And  stroni 
asstirances  by  Federal  Reser%-e  Boan 
and  government  officials  during  marke 
crashes  could  help  prevent  any  furthe 
deterioration  in  investor  confidence. 

Unfoitunately.  most  of  the  curre: 
proposals — ijicluding  sizable  taxes  on 
curities  transactions,  the  banning  ol 
portfolio  insurance.  Securities  &  E^ 
change  Commission  Chairman  Richari 
C.  Breeden's  suggestion  to  suspend  pn 
gi^am  trading  dming  volatile  times,  ani 
Treasun."  Secretary,"  Nicholas  F.  Brady 
recommendation  that  the  SEC  have  thi 
power  to  close  stock  markets  during 
riods  of  "ciisis" — are  likely  to  shake  thi 
fragile  confidence  of  traders  and  ma; 
well  increase  rather  than  decrease  thi 
frequency  of  booms  and  busts  in  price: 

The  strength  of  the  economy  in  tlv 
face  of  ven,"  large  swings  in  stock  price: 
during  the  past  several  years  pro\ides 
powerful  case  for  not  imposing  new. 
proven,  and  potentially  damaging  re 
lations  on  financial  markets. 


LASSOING  HERD 
INSTINCTS 
FOR  THE  GOOD 
OF  THE  MARKET 


Forget  more  mai'ket 
regulation.  Better  iiifomiation 
about  stock-price  changes  and 
Fed  reassurance  diuing 
crashes  would  boost  investor 
confidence  and  reduce 
arbitral*}'  price  swings 


GARY  S.  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVEPS'^  0'  CHICAGO 
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arge  crashes  or  booms  in  financial 
markets  often  have  little  to  do  with 
real  changes  in  the  economy  but 
are  triggered  by  minor  events — such  as 
the  collapse  of  the  ual  Corp.  buyout 
plan  on  Oct.  13.  The  reason  for  this  is 
the  well-known  herd  instinct,  in  which 
investors  act  on  the  basis  of  what  they 
think  other  traders  will  be  doing. 

The  bandwagon  effect  is  an  old  ston." 
on  Wall  Street.  As  John  Maynard 
KejTies  put  it  many  years  ago,  "the  en- 
ergies and  skills  of  the  professional  in- 
vestor and  speculator  [are  devo- 
ted] ...  to  anticipating  what  average 
opinion  expects  the  average  opinion  to 
be."  Yet  I  believe  it  still  gets  short  shrift 
in  modern  theories  of  finance. 

Investors  have  little  confidence  in  any 
current  level  of  stock  prices  because 
they  are  worrying  about  the  intentions 
of  other  traders.  Thus,  even  miniscule 
changes  in  prices  can  get  highly  lever- 
aged as  signals  of  the  intentions  of  other 
tradei-s.  Instead  of  bming  %igorously 
when  stock  prices  are  falling,  or  selling 
when  they  are  rising,  the  majority"  may 
either  remain  on  the  sidelines  or  behave 
perA"ersely.  Then  prices  may  have  to  fall 
a  lot  before  enough  bargain  hunters  be- 
gin to  buy  stock,  or  they  may  have  to 
rise  a  lot  before  enough  investors  be 
come  willing  to  sell  their  shares. 

A  systematic  analysis  of  stock-price 
movements  along  these  lines  was  recent- 
ly developed  by  Gerard  Gennotte  and 
Hayne  E.  Leland  of  the  Universit\'  of 
California  at  Berkeley.  It  is  easy  to 
stress  the  herd  instinct  when  investors 
are  assumed  to  be  irrational  and  subject 
to  whim,  but  it  is  far  more  challenging 
to  combine  bandwagon  beha\ior  with  ra- 
tional expectations  and  logical  decisions. 
I  do  not  know  whether  their  approach  or 
any  other  yet  available  captures  the  es- 
sence of  stock  price  determination,  but 
their  study  tills  new  ground  in  combin- 
ing the  bandwagon  effect  with  rational 
investor  beha\ior. 

HEM  ANGST.  The  herd  instinct  is  not  just 
confined  to  the  stock  market.  Sociolo- 
gists have  long  emphasized  that  interde 
pendent  behavior  explains  the  rapid 
growth  and  decline  in  the  consumption 
of  many  goods,  especially  those  subject 
to  fashions  and  fads.  After  fashion  lead- 
ers shortened  their  skirts  during  the 
1960s,  many  other  women  jumped  on  the 
bandwagon  because  they  believed  the 
trendsetters  had  better  information 
about  what  was  "in."  and  they  did  not 
w-ant  to  appear  old-fashioned. 

Expectations  about  the  beha\ior  of 
other  investors  sometimes  become  self- 
fulfilling  and  generate  large  swings  in 
stock  prices  that  are  not  closely  related 
to  earnings,  interest  rates,  or  other  fun- 
damental determinants  of  value.  This 


a 

-1 


20  3^  ?i\ESS  WEEK/NOVEMBER  2C.  -,939 


ECONOMIC  ViEVrfPOl 


ENGLAND 


KNOWN  FOR  IT 


MAS  SPIRIT 


THE  GIN  OF  ENGLAND.  AND  THE  WORLD. 

GORDON' 

PRODUCED  IN  U.S.A.  ACCORDING  TO  THE  FORMULA  OF  ALEXANDER  GORDON  ANDCQMrnNX  lONBOR 
100%  NEUTRAL  SPIRITS  DISTILLED  FRoSgRAIn"!^^  ALC/VOL  (80  PROOF),  THE  DISTILLERS  COMR^NY.PLAINFIELD,  ILL  ^^D^^'*ON  OTY  CA  ©  1^ 
TO  SEND  A  GIFT  OF  GORDON  S  GIN  ANYWHERE  IN  THE  USA,  DIAL  1^-238-4373.  VOID  WHERE  PROHIBITED. 


s 


BY  GENE  KORETZ 


THE  PAYROLL  NUMBERS 
MAY  BE  HIDING 
ECONOMIC  TROUBLE . . . 

Although  factory  payrolls  declined  in 
October  for  the  eighth  straight 
month,  many  economists  are  pointing  to 
continuing  expansion  in  service  indus- 
tries as  evidence  of  the  economy's  basic 
resilience.  Indeed,  even  with  the  manu- 
facturing slump,  overall  payroll  employ- 
ment rose  by  more  than  200,000  in  both 
September  and  October  and  is  up  by  1.4 
million  since  March  (chart). 

Unfortunately,  this  picture  doesn't 
jibe  with  the  Labor  Dept.'s  other  em- 


EMPLOYMENT:  JUST  HOW  FAST 
HAS  IT  BEEN  GROWING? 
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ployment  measure,  its  survey  of  house- 
liolds.  That  yardstick  shows  only  about 
400,000  people  added  to  job  rolls  since 
March  and  none  at  all  since  June. 

Because  the  payroll  survey  is  based 
on  actual  business  establishment  rec- 
ords, most  experts  regard  it  as  more 
reliable  than  the  household  survey, 
which  is  based  on  interviews.  But  econo- 
mist Sam  Nakagama  of  Nakagama  & 
Wallace  Inc.,  who  believes  the  economy 
is  approaching  a  "mini-recession,"  thinks 
this  is  a  time  when  household  data  are  a 
truer  reflection  of  underlying  labor  mar- 
ket conditions.  The  household  survey,  he 
says,  "is  more  sensitive  to  changes  in 
economic  trends." 

This  isn't  the  first  time  that  the  two 
surveys  have  diverged.  Writing  in  the 
August  issue  of  the  Monthly  Labor  Re- 
vieiv.  Labor  Dept.  economist  Paul  0. 
Flaim  notes  a  widening  gap  between  the 
g    payroll  and  household  job  counts  in  re- 
I    cent  years.  Adjusted  for  differences  in 
I    coverage  (the  household  survey  counts 
°    such  groups  as  farm  workers  and  the 
I    self-employed  that  aren't  picked  up  by 


the  payroll  survey),  payroll  growth  ex- 
ceeded the  household  tally  by  some  1.7 
million  jobs  between  May,  1985,  and 
May,  1989,  with  most  of  the  difference 
occurring  since  mid-1987. 

One  reason  for,  the  widening  gap, 
theorizes  Flaim,  is  that  the  household 
series  tends  to  understate  job  growth 
because  it  misses  increases  in  the  em- 
ployment of  illegal  aliens.  More  signifi- 
cant, however,  is  the  tendency  of  the 
payroll  survey  to  overestimate  employ- 
ment growth  because  it  counts  jobs, 
whereas  the  household  survey  counts 
people  employed,  no  matter  how  many 
jobs  they  hold.  Indeed,  new  data  indicate 
that  holding  multiple  jobs  accounts  for 
about  two-thirds  of  the  divergence  be- 
tween the  two  series  since  1985. 

Another  reason  the  payroll  survey  has 
tended  to  overestimate  employment  in 
recent  years  is  that  it  makes  an  upward 
adjustment  for  jobs  being  created  by 
business  startups  that  are  too  new  to  be 
included  in  its  data  base.  In  fact,  total 
payroll  employment  was  revised  down- 
ward by  more  than  half  a  million  earlier 
this  year  because  its  adjustment  for  jobs 
originating  from  new  businesses  formed 
since  1987  proved  to  be  too  high. 

It's  the  latter  two  factors  that  lead 
Nakagama  to  conclude  that  recent  pay- 
roll-growth numbers  are  misleading.  A 
rise  in  multiple-job  holding,  he  notes, 
packs  less  economic  punch  than  a  rise  in 
full-time  jobs.  More  important,  "because 
the  payroll  job  tally  is  adjusted  on  the 
basis  of  past  trends  in  business  forma- 
tions, it  tends  not  to  react  immediately 
when  the  economy  shifts  gears." 


. . .  AND  IN 

NEW  ENGLAND,  THERE'S 
NO  MISTAKING  A  SLUMP 

However  one  interprets  the  national 
employment  numbers,  the  job  trend 
in  New  England  indicates  that  the  re- 
gion already  is  in  a  mild  recession,  re- 
ports economist  Donald  W.  Walls  of 
DRi/McGraw-Hill.  Walls  notes  that  total 
employment  in  the  six-state  region  has 
been  declining  since  the  first  quarter. 

According  to  DRI  estimates,  employ- 
ment in  New  England  fell  by  some 
66,000  between  the  first  and  third  quar- 
ters, with  Massachusetts  accounting  for 
the  largest  fraction  of  the  decline.  So  far 
this  year,  the  Bay  State  has  lost  nearly 
27,000  jobs  in  construction,  in  high-tech 
manufacturing,  and  state  and  local  gov- 
ernment alone,  and  DRi  expects  the  de- 
clines to  continue  through  most  of  next 
year,  when  the  Massachusetts  jobless 
rate  should  hit  5.5%,  compared  with  3.5% 
earlier  this  year. 


On  the  positive  side,  however,  DRi  el 
pects  the  national  economy  to  continJ 
to  grow  through  1990  and  to  help  piJ 
New  England  out  of  its  slump.  The  rJ 
gion  is  paying  for  its  earlier  prosperitj 
in  the  1980s,  says  Walls.  "Higher  wage] 
home  prices,  and  taxes  have  made  Ne' 
England  less  competitive  with  other  n 
gions  of  the  nation." 


PRICES  ARE  FALLING. 
WILL  THE  ECONOMY 
FOLLOW  THEIR  LEAD? 

Signs  of  disinflation  are  multiplyinj  - 
as  consumer  resistance  to  pric 
hikes  is  reinforcing  the  competitive  pre 
sures  unleashed  by  a  sluggish  econom 
and  a  strong  dollar.  Among  the  recer 
developments  cited  by  observers  ar 
auto  and  air  fare  discounts,  declinin 
computer  prices.  Sears'  new  "everyda 
low  pricing"  policy,  a  price  war  for  bet 
sales,  and  depressed  prices  for  fur  coat 
Meanwhile,  purchasing  agents  repoi 
the  lowest  level  of  price  pressures  sine 
1982,  and  the  Commodity  Research  Bi 
reau's  spot  price  index  of  industrial  m; 
terials  has  fallen  from  330  at  the  start  r 
October  to  317  in  early  November. 

"A  drop  in  this  index  to  300  by  the  en 
of  November  would  signal  a  high  prob; 
bility  of  an  economywide  recession,  ; 
says  economist  Edward  E.  Yardeni  c 
Prudential-Bache  Securities  Inc. 


GOING  BACK  TO  BASICS 
SEEMS  TO  BE 
A  SMART  MOVE 

Restructuring  pays  off  for  sharehol( 
ers  if  companies  refocus  their  e 
forts  on  their  basic  lines  of  businesi 
That's  the  conclusion  of  a  recent  stud 
by  Gregg  A.  Jarrell  and  Robert  Con 
ment  of  the  University  of  Rochester 
William  Simon  Business  School.  The  tW 
economists  studied  120  publicly  hel 
companies  that  restructured  their  open 
tions  from  the  start  of  1984  throug 
1987.  They  used  the  changing  pattern  c 
sales  to  measure  the  degree  to  which  th 
restructuring  involved  greater  concei 
tration  on  core  businesses.  Their  fin( 
ings:  The  30  companies  with  the  larges 
increase  in  concentration  ratios  produce 
on  average  10%  higher  annual  returns  t 
shareholders  (capital  gains  plus  div 
dends)  than  both  the  stock  market  as 
whole  and  the  30  companies  with  th 
lowest  rise  in  concentration  ratios.  "Th 
market's  clear  message,"  says  Jarre) 
"is  that  it  pays  to  concentrate  on  th 
few  things  you  do  best." 
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itroducingQ 


Avenue. 


What  good  are  soft  leather  seats 
inaluxiirycarifyoucarit 
stop  straight  on  a  wet^  sKppeiy  road? 


Who  would  argue  against  the  option  of 
ich,  soft  Mark  Cross  leather. . .and  an 
ight-way  power  seat  with  infallible  niem- 
ry?  Or  an  inner  quiet  that  shuts  out  the 
istractions  of  the  outer  world? 

No  one.  But  then  again  who  would 
/ant  to  drive  a  luxury  car  on  a  wet, 
lippery  road  without  the  benefits  of  one 
if  the  world's  most  advanced  braking 
ystems? 


Anti-lock  braking. . . 
safer  stopping  power. 

Anti-lock  braking  systems  (ABS)  are 
considered  to  be  one  of  the  most  impor- 
tant safety  advances  in  the  automotive 
industry  today 

One  quick  emergency  stop  can  teach 
you  that. 

Hit  the  advanced  anti-lock  braking 
system  (ABS)  available  in  an  all-new 
Chrysler  Fifth  Avenue  and  your  braking 
skills  increase  noticeably-with  or  with- 
out your  cooperation.  Because  you  shed 
the  limitations  of  conventional  braking 
systems. 

With  ABS,  an  electronic  control  unit 
constantly  senses  the  pressure  that  can 
be  applied  to  each  wheel  without  causing 
lockup. .  .thus,  helping  to  prevent 
skidding. 

Equally  important.  Fifth  Avenue's 
ABS  allows  steering  control  during  brak- 
ing and  can  help  to  shorten  stopping 
distances. 


Crystal  Key. ..better  protection 
than  Rolls  or  Mercedes. 

F'lith  Avenue's  comprehensive  Crystal 
Key  Owner  Care  provides  coverage  from 
bumper  to  bumper,  for  5  years  or  5(),UU0 
miles.  Not  even  Rolls  or  Mercedes  can 
match  this  protection* 

The  new  Chrysler  New  Yorker  F'ifth 
Avenue.  Eloquent  testimony  to 
Chrysler's  credo. .  .There  is  no  luxury 
without  engineering. 

W/70 

For  information,  please  call 

1-800-4A-CHRYSLER 


Available  al  your  Chrysler- Plymouth  Dealer 


Chiyslei 


TherclsNolAixiiryWithout  Engineering. 

*See  limited  warranties  at  dealer.  Restrictions  apply.  Excludes  normal  maintenance,  adjustments  and  wear  items.  Based  on  competitive  warranty  information  at  time  of  printing. 


W^Ve  GotY)uCoyered 
Coming  AndGoing 


Whether  your  business  travels  necessi- 
tate getting  to  and  from  the  other  side  of 
the  country,  or  the  other  side  of  the  world, 
you  11  have  no  problem  getting  to  and  from 
North  Carolina. 

North  Carolina  has  two  major  airline 
hubs  and  11  regional  airports  with  commer- 
cial air  service,  providing  convenient  and  ex- 
pedient national  and  international  air  travel. 

All  told,  the  state  is  served  by  eight  major 
carriers  and  seven  commuter  lines,  with  a 
total  of  914  daily  commercial  flights.  That's 
a  plane  coming  or  going  in  North  Carolina 
every  minute  and  a  quarter. 

North  Carolina  also  has  the  largest  state- 
maintained  highway  system  in  the  nation. 
And  with  five  inters tates  traversing  the  state, 
North  Carolina  has  become  the  headquarters 
of  more  "longline"  interstate  motor  carriers 
than  any  other  state  on  the  East  Coast.  Plus, 
all  highways  and  bridges  are  toll  free. 

Rail  and  sea  travel  also  play  a  major  part 
in  the  states  total  transportation  picture. 
With  20  rail  carriers  and  two  major  deep- 
water  seaports.  North  Carolina  can  deliver 
your  goods  and  services  anywhere,  anytime. 

To  find  out  more  about  moving  your  busi- 
ness to  North  Carolina,  contact  Robert  G. 
Brinkley,  Assistant  Dinector-Business/Industry 
Development  Division,  North  Carolina 
Department  of  Economic  and  Community 
Development,  430  North  Salisbury  Street, 
Raleigh,  NC  27611,  phone  (919)  733-4151. 

Well  be  glad  to  show  you  how  to  get  your 
company  moving  in  the  right  direction. 


North  Garouna 

The  Better  Business  Climate 


Wirniii^  companies 
dont  settle  tor 
conventional  solutions* 
They  search  for 
die  best  solutions* 


The  mandate:  Protect  customers 
capital  equipment,  improve  efficiency 

and  save  operating  costs. 
Only  a  winning  automation  investment 

could  do  all  three . . . 
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Calgon  finds  the  best  solut 


"Thanks  to  Texas  Instrwnents  expert  systems  and  advanced 
automation  capabilities,  we  can  meet  our  customers '  changir 
business  and  technical  requirements." 

Bruce  B.  Grotefend 
Director  -  Marketmg  Support 
Calgon  Corporation 
Subsidiary  of 
MERCK  &  Co.,  Inc. 


a  with  Texas  Instruments* 


Vn  innovator  in  supplying 
solutions  to  their  customers, 
Calgon  needed  a  break- 
ugh  in  tighter  control  of  water 
nistry  to  prolong  the  life  of  costly 
tal  equipment,  improve 
luctivity  and  save  operating  costs. 

jt  industrial  water  treatment  is  a 
,plex,  difficult  chemical  process; 
solution  seemed  to  require  resident 
jrts  on  hand,  24  hours  a  day. 

igon  found  a  better  answer. 

hey  worked  with  Texas 
ruments  to  automate  the  human 
srtise  their  customers  needed. 

;amed  closely  w  ith  TI  knowledge 
ineers,  they  dev  eloped  a  powerful 
art  system  which  TI  then  embedded 
standard  product,  the  first  of  its 
1. 

ow  Calgon  offers  its  customers 
tinuing  on-line,  real-time  access 
ne  expertise  of  Calgon 's  most 
wledgeable  water  treatment 
:ialists.  TTieir  system  includes  the 
edded  specialized  know-how  to  deal 
"I  hundreds  of  diagnostic  situations 
1  the  spot,  the  moment  they  arise. 

he  unique  system  -  called  the 
msman®  Expert  System  - 
)matically  monitors  the  process, 
p:ioses  problems  and  suggests 
itions. 

he  ability  to  develop  customized 
art  systems  and  deliver  them 
)edded  in  standard  products  is  just 
of  the  special  capabilities  TI  offers 
jstrial  automation  customers. 

ccess  depends  on 
itinuous  improvement 

/inning  companies  know  that 
Dmation  is  a  journey,  not  a 


destination.  TTiat's  why  they're  taking 
a  hard,  new  look  at  their  automation 
strategies  in  the  light  of  new  technolo- 
gies and  capabilities  that  challenge  the 
comfortable  conventions  of  the  past. 

More  and  more,  they  are  looking 
to  Texas  Instruments  and  discovering 
a  whole  new  automation  look  - 
intensive  new  product  development, 
strategic  alliances,  organizational 
realignment,  new  management  and 
visionary  strategies. 

They're  seeing  a  rich  portfolio  of 
advanced  automation  hardware, 
software  and  services  -  for  everything 
from  simple  machine  control  to 
plant-wide  information  management 
systems  designed  to  help  you  fulfill 
the  bright  promise  of  automation. 

The  proof  of  this  new  direction 
at  TI  is  recognition  of  our  own 
manufacturing  excellence  by  our  peers. 
Our  Johnson  City,  Tenn.,  facility 
earned  the  Electronic  Business  1989 
Electronics  Factory  Automation 
Award.  In  addition,  we've  earned  the 
Society  of  Manufacturing  Engineers' 
1987  Lead  Award  and  the  Union  of 
Japanese  Scientists  and  Engineers' 
1985  Deming  Prize. 

Before  you  make  your  next 
automation  decision,  see  for  yourself 
the  powerful  capabilities  TI  has  to  offer 
now,  and  those  on  the  horizon. 

Write  to: 

Jodie  Ray,  Senior  Vice  President 
Industrial  Automation  Division 
Information  Technology  Group 
Texas  Instruments 
P.O.  Box  809064,  Dept.  ILA37 
Dallas,  Texas  75380-9064. 


Tl's  winning  technologies 
bring  you  bottom'line 
benefits: 

Lower  cost  of  ownership  - 

obtained  through  Tl's  specialized 
computer-aided  software 
engineering  (CASE)  tools  that 
automate  programming  costs  and 
cut  system  design  time  by  as  much 
as  70%.  Hypermedia  software 
dramatically  streamlines  training 
and  slashes  documentation  costs 
through  automated  access  to 
text,  diagrams,  photos,  drawings 
and  speech. 

Quality  -  Tl's  corporate  commit- 
ment to  Customer  Satisfaction 
Through  Total  Quality,  plus  our 
state-of-the-art  application  of 
SPC/SQC  and  Taguchi  Methods; 
is  embedded  in  our  standard 
product  offerings  -  deliverable  to 
the  plant  floor  today. 

Productivity  -  achieved  through 
hardware,  software  and  services 
to  develop  expert  systems-based 
scheduling,  diagnostic,  mainte- 
nance and  training  solutions. 

Taguchi  Methods  is  a  Trademark  of  the  American  Supplier  Institute,  Inc. 


Texas 
Instruments 


n  and  Helmsman  are  registered  trademarks  of  Calgon  Corporation. 
I 
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SINGAPORE: 
OUR  GLOBAL  CAPABILITIEr 

^ET  YOUR  Global  Needs 


ctroleum  Refining, 
Marketing  And 
hemical  Production. 


'urchasmg  And  Asia- 
Pacific  Regional 
Training  Center 


( ilobal  CA-nter 
)r  IC^  Assembly  AikI 
I estmg  Activities. 


Glaxo 

odlRtion  ( )t  World's 
>t  Selling  I'rcscription 
/ledk  ine.  Ranitidine. 


A  'i  I  A 

M  A  I  ^  u  s  H  I  r  A 
E  L  I  c  I  »  I  c 

liorial  Panasooic  TV)(  hriics 

ight  Manufacturing 
peratioiis.  Also  Asia- 
acifi(  I  Ic.idtjuarters 


The  3,000  multinational  corporations  now  located 
in  Singapore  are  not  here  by  accident. 

They  are  here  because  we  work  to  meet  their  many  and 
varied  needs  in  a  truly  unique  manner.  By  matching  their 
growth  plans  with  our  own  economic  development  needs. 

In  a  strategic  fit  that's  mutually  beneficial  and  mutually 
progressive. 

Examples? 

When  international  businesses  look  to  Singapore  as  an 
operational  heaciquarters  or  a  regional  center,  we  give  them 
one  ot  the  world's  most  efficient  transportation  systems. 
Both  sea  and  air.  Then  we  give  them  one  ot  the  world's 
most  sophisticated  telecommunications  systems. 

When  international  businesses  consider  Singapore  as 
a  cost-etficient  production  center,  we  have  what  it  takes 
to  apply  state-ot-the-art  technology.  Robotics  and  CAD/ 
CAM.  FMS  and  CIM  systems.  Planned  business  parks. 

Backed  by  an  educational  system  that  adds  5,000 
science,  engineering  and  other  graduates,  8,000  technicians 
and  10,000  highly  trained  workers  each  year.  All  speaking 
the  language  ot  international  business.  English. 

When  international  businesses  ask  tor  start-up  or 
operating  help,  we  give  them  business  treedom.  100% 
ownership,  liberal  employment  policies,  tree  movement 
ot  protits  and  capital.  All  with  minimum  red  tape.  Because 
all  our  public  agencies  and  private  groups  work  together  to 
meet  your  needs  and  get  the  job  done. 

This  unique  global  synergy  works.  International 
clients  here  are  continually  expanding.  Starting  new 
enterprises,  increasing  their  activities,  raising  their  tech- 
nology levels. 

Further  proot:  Over  the  last  tlve  years,  U.S.  companies 
here  have  averaged  a  25'X)  return  on  investment.  One  ot 
the  world's  highest. 

Your  needs.  Our  capabilities.  A  phone  call  can  bring 
them  together. 


SINGAPORE 

YOUR  STRATEGIC  NODE  FOR  GLOBAL  BUSINESS 


Design,  Manufact 
Operational  Hcadq 
And  Marketin 


HEWL 
PACK4; 
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CIM  Production  C 


I 


CPON-: 


Electronic  Connct 
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Consumer  Product  Ma 
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RfflO(g^(Q)g[Li(gir[E](c. 

IC  Design,  W..1 
Fabrication,  Semicoi 
Assembly  And  Tesu 


World-(;iass  Autom 
(\)mp()nent  Productioi 


New  York,  \\\.  (212)  421-2200  •  San  Francisco,  Tel:  (41.S)  5'>1-<J102  •  C;l)Kago,  Tel:  (312)  M4-.i7,M)  •  Hoston,  Ici:  (617)  497-9392 
•  DalLis,  Id:  (214)  4SO-4S40  •  Los  Angeles,  Ici:  (213)  624-7647  •  Washington  IX:,  Tel:  (202)  223-21)71. 
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Susiness  Outloo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FHE  ECONOMY  IS  STUCK  IN  THE  MUD 
-WITH  NO  TRACTOR  IN  SIGHT 


ACTORY  JOBLESSNESS 
HEADS  HIGHER 


r here's  a  sense  of  deja  vu  in  the  economic  slow- 
down of  1989.  Economists  are  drawing  parallels 
between  it  and  the  slowdown  of  1986.  In  both 
ises,  sluggishness  was  concentrated  in  goods-producing 
idustries — mostly  manufacturing — while  the  buoyant 
innce  sector  kept  the  economy  afloat.  But  there  are 
nportant  differences  that  will  make  the  current  slow- 
own  much  more  difficult  for  the  economy  to  weather. 

The  latest  report  on  labor 
markets  in  October  points  to 
the  similarities.  Manufacturing 
employment  dropped   for  the 
seventh  consecutive  month,  and 
the  factory  jobless  rate  rose 
above  the  overall  unemploy- 
ment rate  for  the  first  time  in 
21/2  years  (chart).  Meanwhile, 
services  continued  to  add  new 
workers — more  than  2.1  million 
so  far  this  year. 
As  in  1986,  profits  are  getting  squeezed.  Competition 
nd  weak  orders  are  hitting  factor}-  earnings.  In  ser- 
ices,  the  trouble  is  rising  labor  costs  without  productivi- 
gains.  And  that  explains  the  dichotomy  in  the  inflation 
utlook:  improvement  for  goods  but  not  for  services. 

DEMAND  IS  But  in  one  crucial  respect,  the  1989  slow- 
OFF — WITH  down  differs  from  1986:  Demand  in  all 
HO  SIGN  OF  areas  of  the  economy  is  slowing,  and 
RECOVERY  nothing  on  the  horizon  for  1990  even 
ints  of  a  reacceleration.  Three  years  ago,  a  weakening 
oUar  and  a  subsequent  burst  of  foreign  demand  got  the 
conomy  moving  again.  Now,  exports  are  slowing  down. 
Tie  capital  spending  boom  of  1987  and  1988  is  over.  And 
efense  outlays  are  declining. 

Even  consumer  spending,  while  still  growing  at  a  pace 
hat  will  support  the  economy,  is  supplying  far  less 
hrust  than  it  did  earlier  in  the  expansion.  Consumers 
eem  less  willing  to  take  on  new  installment  debt.  In 
leptember,  they  borrowed  S606  million  more  than  they 
laid  off.  Last  quarter,  consumers  added  S2.8  billion  to 
heir  debt,  down  from  $9.7  billion  in  the  second  quarter. 

Consumers  will  remain  less  enthusiastic  as  long  as  the 
^ederal  Reserve  Board  remains  so  cautious  about  loos- 
ning  its  grip  on  credit.  The  Fed  eased  policy  on  Nov.  7 
•y  lowering  the  federal  funds  rate — the  charge  on  inter- 
lank  borrowing — to  8.5"^^  from  about  8.75%.  And  banks 
lave  begun  to  cut  their  prime  rates  from  10.5%  to  10%. 

But  after  pushing  up  the  funds  rate  by  more  than 
hree  percentage  points  from  March,  1988,  to  March, 


1989,  the  Fed  has  allowed  it  to  drop  only  about  1^4 
points.  Further  cuts  will  be  necessary-  to  get  housing  and 
autos  out  of  the  doldrums. 

Weaker  demand  seems  to  be  backing  up  inventories, 
particularly  in  retail  softgoods  and  in  manufacturing. 
Factories  are  responding  quickly.  They  cut  their  stocks 
by  0.1%  in  September,  the  first  liquidation  in  nearly 
three  years.  Further  inventory  cuts  will  depress  gains  in 
factorj'  output  and  employment  in  the  months  ahead. 

Without  a  surprise  source  of  new  demand — which  ex- 
ports provided  near  the  end  of  1986 — the  economy  faces 
sluggish  growth  in  1990.  For  now,  consumers  seem  capa- 
ble of  providing  a  cushion  against  an  outright  downturn. 
But  in  some  regions  and  some  business  sectors,  growth 
is  likelv  to  be  so  slow  as  to  feel  like  a  recession. 


THE  PACE 
OF  JOB 
CREATION 
SLACKENS 


SLOWER  GROWTH  FOR 
SERVICE  JOBS,  TOO 


Continued  growth  in  jobs  and  incomes 
helps  consumers  to  supply  that  cushion, 
but  the  rate  of  growth  is  slowing.  At  first 
glance,  October  employment  data  seemed 
to  indicate  a  strong  economy.  Nonfarm  pa\Tolls  rose  by 
a  healthy  233,000  jobs  last  month,  to  109.3  million,  and 
the  unemployment  rate  remained  at  a  low  5.3%. 

But  take  another  look.  Much  of  the  month's  employ- 
ment gain — 90,000  jobs — was  in  local  government,  most- 
ly returning  teachers.  Job  growth  in  private  industries 
was  a  more  modest  139,000.  During  the  past  four 
months,  job  gains  in  the  private  sector  have  averaged 
110.000  per  month.  That's  dowm  from  218,000  a  month  in 
the  first  half  and  an  average  of  248,000  last  year. 

In  services,  employment 
gains  remain  relatively  healthy. 
Service  businesses,  excluding 
government,  added  142,000  jobs 
in  October.  But  even  here, 
growth  is  slowing  a  bit  (chart). 
That's  not  surprising,  since 
many  service  jobs  depend  on  a 
healthy  goods-producing  sector. 

Among  goods  producers,  la- 
bor demands  continued  to  weak- 
en. Jobs  in  manufacturing,  con- 
struction, and  mining  were  unchanged  in  October. 
Manufacturers  lopped  13,000  jobs  from  their  payrolls,  on 
top  of  the  88,000  pared  in  September.  That  puts  factory 
employment  no  higher  than  it  was  a  year  ago. 

Jobs  at  durable-goods  producers  are  the  most  vulnera- 
ble. In  particular,  auto  makers  have  cut  50,000  from 
their  payrolls  since  January,  including  14,000  jobs  shed 
in  October.  That  reflects  weak  car  sales.  In  October,  new 
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domestically  made  cars  sold  at  an  annual  rate  of  6.1 
million,  the  lowest  in  two  years.  Weak  auto  demand  is 
also  hurting  industries  that  supply  Detroit. 

The  factor\'  workweek  shrank  in  October  to  40.8 
hours,  down  from  September's  41.1  hours.  A  strike  by 
aircraft  workers  at  Boeing  caused  much  of  the  decline. 
This  dispute  did  not  hit  October  job  numbers,  because  it 
began  after  the  government's  survey  period,  but  it  will 
probably  show  up  in  the  November  data.  Elsewhere, 
factory  work  time  showed  little  change,  which  indicates 
that  industrial  output  last  month  was  weak. 

(SERVICES  Softness  in  manufacturing  is  spilling  over 
AND  RETAIL  to  service  companies  that  distribute 
FEEL  THE  goods  at  home  and  abroad.  For  example, 
CHILL,  TOO  jQ|3  growth  from  a  year  ago  at  wholesal- 
ers slowed  to  3%  in  October.  That's  down  from  the 
expansion  high  of  3.8%  posted  in  March — the  same 
month  that  factory  jobs  peaked  for  this  expansion. 

Retailers,  who  employ  30%  of  private  service  workers, 
are  also  scaling  back.  Over  the  past  six  months,  retail 
jobs  have  grown  by  an  average  of  27,000  per  month, 
down  from  43,000  per  month  in  the  previous  half  year. 

The  slowdown  in  manufacturing  is  now  hitting  de- 
mand for  business  services.  Employment  in  this  sector, 
which  includes  advertising,  management  consulting,  and 
computer  programming,  is  up  2.9%  from  a  year  ago. 
Last  October,  yearly  job  growth  was  a  robust  6.4%. 


BUT  EVEN 
SO,  WAGES 
KEEP  OH 
RISING 


Although  labor  demand  is  cooling  off, 
wage  growth  isn't.  That  pumps  up  infla- 
tion and  hits  profits.  One  problem  is  slow- 
er growth  of  the  labor  force.  The  October 
work  force  is  up  only  1.6%  from  last  year  and  has  been 
flat  since  June.  With  job  creation  outpacing  entries  into 
the  labor  pool,  wages  remain  under  upw^ard  pressure. 

Wage  growth  was  a  troubling  part  of  the  October 
employment  report.  Average  hourly  earnings  in  the  non- 


WHERE  PRODUCTIVITY 
GROWTH  IS  LAGGING 


iVUNUfAGURING 


farm  sector  rose  0.7%,  to  $9.81,  up  4%  from  a  yea 
earlier.  The  problem  is  that  growth  of  labor  costs — bot 
wages  and  benefits — far  outstrips  the  pace  of  productiv 
ty  gains.  That's  pushing  up  unit  labor  costs  and  fuelinj 
inflation.  At  companies  that  can't  cover  higher  costs  wit 
price  increases,  profits  get  squeezed. 

As  a  result,  ma,ny  businesses  are  cutting  costs  b; 
trimming  payrolls.  Nonfarm  productivity — output  pe 
hour — rose  at  an  annual  rate  of  2.1%  in  the  third  qua: 
ter,  reflecting  a  3.1%  gain  in  output  and  a  1%  rise  i 
hours  worked.  The  increase  in  work  time  was  the  smal 
est  since  the  economic  slowdown  of  1986. 

But  during  the  past  year,  pro- 
ductivity growth  has  remained 
in  the  doldrums,  particularly  in 
nonmanufacturing.  That  sector 
accounts  for  about  80%;  of  all 
nonfarm  jobs,  mostly  services. 
Compensation  outside  the  fac- 
tory sector  is  up  5.8%  over  the 
year,  but  output  per  hour  has 
risen  a  scant  0.5%  (chart). 

There's  also  a  budding  prob- 
lem in  manufacturing.  Factory 
compensation  has  risen  4.5%t  during  the  past  year,  bu 
productivity  growth  has  slowed  sharply  to  2.4%,  dowi 
from  2.9%  "in  1988  and  3.8%  in  1987. 

The  result  is  economywide  pressure  on  unit  labo 
costs.  During  the  first  three  quarters  of  1989,  nonfarn 
unit  costs  have  risen  at  an  annual  rate  of  4.7%,  up  fron 
3.1%  in  1988  and  1.5%  in  1987.  That  means  unit  costs  an 
now  rising  faster  than  consumer  prices — a  clear  indica 
tion  of  growing  pressure  on  profits. 

The  results  are  likely  to  match  what  happened  in  1986 
But  this  time,  services  may  feel  the  squeeze  as  wel 
Count  on  continued  slowing  in  service-sector  job  growt 
next  year,  as  service  producers  try  to  wrestle  with  risinj 
costs  in  a  sluggish  economy. 
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THE  WEEK  AHEAD 


RETAIL  SALES 

tries  are  also  weak.  In  September,  total 
industrial  production  fell  0.17c,  led  by  a 
0.3%  drop  in  factory  output. 

CAPACITY  UTILIZATION 

Tuesday,  Nov.  U,  8:30  a.m. 
Retail  sales  probably  fell  by  about  0.8% 
in  October,  as  weak  car  .sales  offset 
gains  in  nondurable  goods  purchases.  In 
September,  retailers  posted  a  0.5%  in- 
crease in  receipts,  led  by  strong  car  and 
department  store  sales. 

INDUSTRIAL  PRODUCTION 

Tuesday,  Nov.  U,  9:15  a.m. 
The  decline  in  output  suggests  that  oper- 
ating rates  dropped  to  83.5%  in  October, 
down  from  September's  83.6%.  Easing  of 
capacity  rates  continues  to  brighten  the 
inflation  outlook  in  the  goods  sector. 

BUSINESS  INVENTORIES 

Tuesday,  Nov.  H,  9:15  a.m. 
The  consensus  is  that  output  at  the  na- 
tion's factories,  mines,  and  utilities 
slipped  by  0.2%  in  October.  That's  sug- 
gested by  a  drop  in  factory  jobs  and  a 
shorter  workweek.  A  strike-related  slow- 
down in  the  aircraft  sector  caused  some 
of  the  October  decline,  but  other  indus- 

Wednesday, Nov.  15,  10  a.m. 
Business  inventories  likely  rose  a  small 
0.2%  in  September,  following  a  0.37  gain 
in  August.  Factor},'  and  wholesale  stock- 
piles fell  in  September,  but  that  was 
probably  offset  by  a  gain  at  the  retail 

level.  Business  sales  in  September  likel 
fell  0.6%,  after  jumping  3.1%  in  August 

MERCHAHDISE  TRADE  DEFICIT 


Thursday,  Nov.  16,  8:30  a.m. 
The  trade  gap  probably  narrowed  t 
about  $9  billion  in  September  from  $10.: 
billion  in  August.  Exports  probably  rose 
after  falling  in  July  and  August.  Inn 
ports,  up  6.4'  f  in  August,  likely  dropped 

HOUSIHG  STARTS 


Friday,  Nov.  17,  8:30  a.m. 
New  homes  were  probably  started  at  ai 
annual  rate  of  about  1.33  million  in  Octo 
ber,  up  slightly  from  September's  poo 
1.26  million  pace.  After  rebounding  ii 
the  summer,  the  housing  sector  hai 
weakened  again. 
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STILL  TRYING 
TO  LAND  UAL 

CONISTON  IS  BACK  WITH  A  CLEVER  NEW  GAMBIT 


ollywood  might  call  it  Allegis, 
\Part  II.  Two  years  after  it  ward- 
ed off  Coniston  Partners,  the  em- 
battled board  of  United  Airlines  Inc.  is 
facing  Coniston  again  in  a  fight  over  the 
airline's  destiny.  Coniston's  strategy  re- 
sembles its  1987  plan  of  attack:  The  part- 
ners will  use  their  9.7%  stake  in  United 
as  leverage  in  a  new  proxy  fight  for 
control  of  UAL. 

And  just  as  they  did  in  the  last  scrap, 
UAL's  directors  will  probably  try  to  satis- 
fy shareholders  by  cooking  up  some 
costly  restructuring — or  even  a  new 
buyout.  But  this  sequel  presents  a 
thorny  problem  for  the  board:  Whatever 
it  tries  probably  won't  satisfy  all  of  Un- 
ited's  warring  factions — managers,  in- 
vestors, and  labor  unions.  And  if  it 
doesn't  act,  Coniston  is  ready.  Paul  E. 
Tierney  Jr.,  one  of  Coniston's  three  prin- 
cipals, says  Coniston  plans  to  soothe  the 
strife  with  "some  extraordinary  transac- 
tion that  brings  labor  peace,  increases 
value  for  the  shareholders,  and  still  pro- 
vides a  capital  base  to  allow  the  compa- 
ny to  grow." 

ANGRY  ARBS.  That's  a  tall  order:  No  one 
in  or  out  of  the  company  has  managed 
to  pull  off  a  satisfactory  deal  after  al- 
most four  months.  What  Coniston  has 
going  for  it,  though,  are  hordes  of  dis- 
gruntled arbitrageurs  who  lost  about 
$600  million  on  their  investment  in  some 
40%  of  UAL  stock  in  October  when  the 


$300-a-share  labor-management  bid  for 
the  company  fell  apart.  Coniston  is  ap- 
pealing directly  to  these  hot-money  art- 
ists via  a  "consent  solicitation,"  which 
boils  down  to  a  proxy  fight  without  hav- 
ing to  convene  shareholders.  If  Coniston 
succeeds  in  collecting  consents  from 
holders  of  more  than  50%  of  UAL  shares, 
it  can  simply  name  its  own  slate  to  the 
board. 

Coniston  could  pull  off  a  win  as  soon 
as  late  December,  so  the  pressure  is  on 
United's  board  to  perform.  In  early  No- 
vember, both  union  and  investment- 
banking  sources  say,  UAL  Chairman  Ste- 
phen M.  Wolf  has  renewed  his  efforts  to 
cobble  together  a  deal  involving  manage- 
ment and  labor.  But  even  with  Wolf 
back  in  the  thick  of  negotiations,  the 
board's  options  are  extremely  limited: 

■  Directors  can  try  a  "just-say-no"  de- 
fense and  resist  any  deal.  That  seems 
unlikely,  since  the  board  already  agreed 
to  the  fumbled  $300-a-share  buyout. 

■  The  board  can  support  a  revived 
buyout  offer  at  what  most  investors  on 
Wall  Street  guess  would  be  around  $225 
to  $250  a  share — not  far  from  where 
California  investor  Marvin  Davis  started 
the  bidding.  The  United  pilots  and  their 
investment  bankers  are  still  trying  to 
put  together  such  a  deal. 

How  would  a  new  bid  be  formed? 
There  are  several  possi- 
ble schemes.  Employees 


UAL:  DVA  VUkVL  OVER  AGAIN 


AUGUST,  1985 

UAL  buys  Hertz 


ALLEGIS 

MARCH,  1987 

UAL,  renamed  Allegis, 
buys  Hilton  interna- 
tional hotel  chain  and 
pushes  its  'travel  su- 
permarket' strategy 


APRIL,  1987 

United  pilots  offer  to 
buy  airline 


MAY,  1987 

Coniston  buys  13% 
stoke  and  moves  to 
oust  board 


and  management  could  take  75%  c 
company,  with  a  25%  stake  purchas 
an  outside  investor.  Or  the  pilots 
management  could  give  sharehold 
package  of  cash  and  a  new  clai 
stock,  a  "stub"  that  would  leave  i 
25%  of  the  company  in  public  inve: 
hands.  Failing  that,  the  pilots  migh 
tie  for  less  than  50%  employee  c 
ship  of  the  airline,  with  the  majoritj 
by  investors  such  as  the  Robert  M. 
group  in  Fort  Worth.  In  fact,  the 
group  is  known  to  have  expressed 
est  in  such  a  deal,  but  it's  not  clear 
determined  it  is. 

■  The  board  can  try  to  pull  off  a  n 
talization  of  the  company  before  ( 
ton  does  it  first. 

This  option,  which  avoids  the 
of  employee  control,  is  what  mai 


JUNE,  1987 

CEO  Richard  Ferris 
(top)  is  dismissed. 
Sole  of  Hertz  and  the 
Hilton  and  Westin  ho- 
tel divisions  follows 
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Street  expect  UAL  to  attempt.  "I 
the  board  is  most  likely  to  take 
i^ver  steps  need  the  least  coopera- 
says  Edward  Starkman,  an  airline 
St  at  PaineWebber  Inc.  One  scenar- 
ir  recapitalization  now  floating 
id  Wall  Street  presumes  that  UAL 
raise  up  to  $3.5  billion  for  a  $165- 
lare  special  dividend  by  borrowing 
st  its  fleet  or  selling  and  leasing 
its  planes.  An  employee  stock-own- 
,3  plan  might  figure  in  this  deal,  too. 
"nplicating  the  board's  task  further, 
directors  must  still  worry  about 
in  Davis.  Under  an  agreement  he 
d  to  gain  access  to  confidential  fi- 
al  information,  Davis  cannot  mount 
tile  tender  offer  for  less  than  $300 
a  share.  But  some  Wall 
Streeters  believe  that 


agreement  may  be  vulnerable  to  legal 
challenge  now  that  the  $300-a-share  bid 
by  Wolf,  United's  pilots,  and  foreign 
partner  British  Airways  PLC  is  dead.  A 
source  close  to  Davis  says  the  Los  Ange- 
les investor  is  biding  his  time  until  a 
consensus  forms  around  the  price  that 
Coniston  could  realize  for  UAL  shares. 
Davis  might  then  decide  if  he  wants  to 
top  it. 

Most  of  all,  a  new  deal  depends  on  the 
unions.  No  agreement  seems  possible 
for  any  prospective  bidder — even  one 
backed  by  the  board — without  the  coop- 
eration of  United's  two  major  unions, 
the  Air  Line  Pilots  Assn.  and  the  Inter- 
national Association  of  Machinists.  A 
strike  by  either  could  ground  the  carrier 
just  when  it  would  most  need  to  gener- 
ate cash  to  pay  the  debt  taken  on  to 


AUGUST,  1989 

Marvin  Davis  bids 
$240  a  share  for  com- 
pany, renamed  UAL 


hairman, 
$2.84  bil- 
ization 


SEPTEMBER,  1989 

Buyout  group  of  man- 
agement, United's  pi- 
lots, and  British  Air- 
ways bids  $300  per 
share  for  UAL.  Board 
accepts  offer 


OCTOBER,  1989 

Pilot-management 
LBO  collapses.  Stock 
plunges 


NOVEMBER,  1989 

Coniston  Partners — 
led  by  Paul  Tierney, 
Keith  Gollust,  and  Au- 
gustus Oliver — an- 
nounces plans  to  oust 
most  of  board 

DATA:  COMPANY  REPORTS 


swing  a  deal.  The  unions'  role  is  so  im- 
portant that  Davis  has  informally  kept 
in  touch  with  them,  and  Coniston  has 
scheduled  talks  with  union  advisers. 

Yet  it's  hard  to  see  how  the  machin- 
ists and  pilots  can  both  be  appeased.  The 
pilots'  burning  desire  for  the  employees 
to  own  a  majority  stake  makes  it  diffi- 
cult to  resurrect  their  own  failed  bid, 
since  outside  investors  ready  to  put  equi- 
ty in  a  new  buyout  would  probably  want 
control.  "The  pilots  intend  to  achieve  ma- 
jority ownership  of  United,"  said  Freder- 
ick C.  Dubinsky,  chief  of  United's  ALPA 
unit,  in  a  prepared  statement.  Under- 
scoring the  fragility  of  the  current  labor 
peace  at  United,  the  pilots  say  that  on 
Nov.  22  they  will  end  the  wage  and  work 
rule  concessions  they  had  agreed  to  as  a 
goodwill  gesture  to  cement  their  re- 
cent bid. 

LETHAL  WEAPON.  Meanwhile,  the  machin- 
ists are  still  smoldering  over  the  gigan- 
tic payday  Wolf  would  have  enjoyed  had 
the  failed  management-pilot  buyout 
L;one  through.  And  although  the  machin- 
ists favor  some  sort  of  recapitalization, 
they  still  don't  want  to  join  a  deal  with 
Wolf — whom  Coniston  says  it  would 
keep.  The  machinists,  who  will  soon 
start  new  contract  talks,  have  another 
weapon  against  unwanted  buyers:  a  pro- 
vision in  their  contract  allows  a  three- 
year  extension  with  a  guaranteed  wage 
increase  if  a  new  pact  can't  be  reached. 

Whatever  course  the  board  takes, 
United  seems  destined  to  take  on  more 
debt.  And  that  will  strain  the  airline's 
cash  flov/  just  as  the  industry's  overall 
performance  is  dropping.  That  seems  to 
be  UAL's  destiny.  But  maybe  in  a  year  or 
two,  if  operations  turn  back  up  and 
there  are  still  United  shares  traded  pub- 
licly, someone  will  take  another  swipe  at 
the  airline.  Then,  Wall  Street  can  settle 
in  for  Allegis,  Part  III. 

By  James  E.  Ellis  in  Chicago,  with  Chris- 
topher Power  in  New  York  and  Ron  Grover 
in  Los  Ani/eles 


II 


BUSINESS  WEEK/NOVEMBER  20,  1989  29 


eNews 


Commentary/by  Howard  B.  Gleckman 


GIVE  US  A  BREAK  ON  THESE  TAX  BREAKS 


When  Washington  pohcymak- 
ers  talk  about  "extenders" 
these  days,  they  don't  have 
Hamburger  Helper  in  mind.  Instead, 
the  object  of  their  attention  is  a  grab 
bag  of  business  tax  breaks,  most  sup- 
posedly killed  off  by  the  Tax  Reform 
Act  of  1986  but  repeat- 
edly extended. 

All  that  these 


Consider  the  tax  break  for  research 
and  development,  promoted  as  vital  to 
U.  S.  international  competitiveness. 
One  key  incentive  allows  companies  to 
reduce  their  tax  bill  by  20(t  for  each  $1 
of  new  R&D  spending.  But  there  is  real 
doubt  about  whether  it  encourages 
enough  research  beyond  what 
would've  been  done  anyway  to  pay  for 
itself.  The  General  Accounting  Office 


TAX  INCENTIVES  THAT  ARE 
UP  FOR  EXTENSION 


Will  these  tax  incentives 

If  they  do,  here's  what 

survive  after  1989? 

they'll  cost  in  fiscal  1991 

Millions  of  dollars 

Research  and  experimentation 

credit  and  allocation  rules 

$1,400 

Low-income  housing  credit 

300 

Targeted  jobs  credit 

134 

Mortgage  revenue  bonds 

55 

Geothermal  energy  credits 

60 

Small-issue  manufacturing  bonds 

39 

DATA:  JOINT  COMMinEE  ON  TAXATION 


hardy  tax  perennials  have  in  common 
is  political  durability — and  the  fact  that 
they  expire  at  the  end  of  1989.  One 
provision  is  supposed  to  encourage  con- 
struction of  low-income  housing,  anoth- 
er subsidizes  companies  that  hire  un- 
skilled workers,  and  a  third  offers  a 
tax  credit  for  corporate  research  and 
development.  Others  encourage  busi- 
nesses to  send  employees  to  school  or 
to  use  geothermal  or  solar  power. 
MASSIVE  FRAUD.  Some  of  these  tax 
breaks,  which  cost  the  federal  Trea- 
sury $2  billion  a  year,  may  be  margin- 
ally effective.  But  Congress  insists  on 
considering  them  as  a  group,  without 
regard  to  their  individual  merits.  And 
chances  are  that  lawmakers  will  give 
them  another  reprieve,  through  1990. 

Even  their  most  ardent  supporters 
admit  the  write-offs  are  badly  designed 
and  poorly  targeted.  Some,  such  as 
tax-exempt  bond  financing,  have  been 
vehicles  for  massive  fraud.  Even  under 
the  best  of  circumstances,  much  of  the 
federal  aid  goes  to  developers,  lawyers, 
and  bankers — all  of  whom  take  their 
cut  before  the  intended  beneficiaries. 


estimates  that  every  $1  in  revenue  that 
the  Treasury  foregoes  produces  only 
between  15$  and  36(f  in  truly  new  R&D. 

Furthermore,  it's  far  from  clear  that 
the  R&D  credit  helps  companies  very 
much.  It's  too  small  really  to  matter  to 
the  Apple  Computers  of  the  world. 
And  the  credit  offers  no  help  to  many 
smaller  high-tech  companies,  especially 
startups,  which  have  no  profits  and 
thus  pay  no  taxes.  "A  direct  grant  is 
much  better,"  says  Jerry  Caulder, 
president  of  Mycogen  Corp.,  a  small 
San  Diego  biotech  company.  "But 
something  is  better  than  nothing." 

Far  removed  from  the  high-tech 
world  of  R&D  is  the  targeted-jobs  tax 
credit,  which  gives  employers  up  to 
$2,400  for  hiring  a  young,  disadvan- 


At  a  time  of  labor  shortages, 
is  a  subsidy  for 
burger-flippers  the  best 
use  for  federal  money? 


taged  worker.  But  it  has  turned  into  a 
boondoggle.  "It's  no  longer  being  used 
for  those  individuals  in  need  of  a  job, 
says  political  scientist  Edward  C. 
renz  of  Michigan's  Alma  College, 
has  turned  into  the  classic  windfall  for 
the  company  that  was  going  to  hire  the 
person  in  any  case." 

Most  of  those  businesses  are  fast- 
food  franchises.  State  employment  offi- 
cials do  little  to  promote  it  among  job 
seekers.  Lorenz  and  others  argue  that 
workers  get  some  benefit  only  if  they 
can  keep  a  job  for  two  years  or  more. 
Yet  the  tax  credit  is  offered  only  for 
the  first  year  and  thus  actually  encour- 
ages high  turnover.  There  is  an  even 
more  fundamental  question,  however. 
At  a  time  of  widespread  labor  short- 
ages, is  a  subsidy  for  burger-flippers 
the  best  use  of  federal  money? 
■STEALTH'  SUBSIDIES.  Another  write-off 
due  to  expire  gives  developers  a  tax 
credit  for  building  or  rehabilitating 
low-income  rental  housing.  Supporters 
of  the  incentive  say  it  is  needed  to 
finance  otherwise  uneconomical  hous- 
ing for  the  poor.  Developers  like  the 
credit  because  it  boosts  cash  flow.  Ad- 
vocates for  the  poor,  however,  would 
much  rather  see  grants  or  other  fede^ 
al  incentives  that  funnel  money  direct- 
ly to  tenants.  Local  officials  are  fight 
ing  to  keep  the  credit  alive  only 
because  it  is  one  of  the  last  remaining 
federal  subsidy  programs  for  housing 
construction.  "There  are  clearly  more 
efficient  ways  to  do  it,"  says  Frank 
Shafroth,  chief  lobbyist  for  the  Nation- 
al League  of  Cities.  "But  the  fact  is 
that  the  credits  are  there.  It's  mor.ey 
you  can  count  on." 

Shafroth  calls  the  credits  "stealth" 
subsidies,  because  unlike  spending  pi 
grams,  they  are  immune  from 
automatic  cuts  mandated  by  t 
Gramm-Rudman  Act.  But  that  doesi 
mean  they  should  be  extended  withi 
regard  to  cost  or  purpose.  Congn 
and  the  Administration  need  to  taki 
hard  look  at  the  credits.  Some,  such 
the  targeted-jobs  credit,  should 
killed.  Others,  including  the  R&D  cred 
should  be  fixed.  But  the  mindless  s 
nual  extension  of  a  half-dozen  t 
breaks  without  regard  to  their  indiv 
ual  merits  is  little  more  than  a  was 
of  taxpayer  dollars  by  a  budget  syste; 
that  increasingly  seems  to  be  runnii 
on  automatic  pilot. 
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AM  TRADING  I 


IEIN6  DOUBLE 

N  PROGRAM  TRADING 


^Ti'SE  reports  figures  that  are  twice  wliat  they  should  be 


Ithough  the  New 
.York  Stock  Ex- 
I  change's  drive  to 
program  trading 
.s4|)ar]ted  a  lively  de- 
■  !in  Wall  Street,  its 
iilll?rs  on  such  trades 
^■^iljalways  been  ac- 
p  il  as  gospel.  Every 
the  NYSE  details 
|iount  and  type  of 
o|^ms,  the  brokerage 
involved,  and, 
all,  the  proportion 
ime  attributable  to 
im  traders — usual- 
to  10%,  but  climb- 
•  a  record  13.8% 


NYSE  CHAIRMAN  PHELAN 


in  September, 
numbers  have  never  been  ques- 
and  that's  a  shame.  They  have 
>  b?en  wrong. 

MESS  WEEK  has  learned  that  in  ev- 
'SE  disclosure  on  program  trading 
he  past  two  years,  the  exchange 
sed  a  calculation  that,  authorities 
ding  statistics  insist,  inflates  by 
he  actual  rate  of  program  trading. 
Ithough  the  NYSE  maintains  that  it 
lirly  reported  the  level  of  such 
,  exchange  officials  concede  that 


the  level  is  calculated 
differently  from  other 
forms  of  trading,  using 
a  formula  that  yields  a 
number  twice  as  big. 
"The  system  of  report- 
ing is  the  way  we  felt 
was  appropriate,"  says 
Richard  Torrenzano,  an 
NYSE  senior  vice-presi- 
dent. "We've  done  it 
that  way  for  18  months, 
and  nobody  has  com- 
plained." 

A  controversy  over 
program  trading  statis- 
tics couldn't  come  at  a 
worse  time  for  NYSE  Chairman  John  J. 
Phelan,  who  is  a  leader  of  the  Street's 
campaign  against  computer-driven  trad- 
ing. Acting  after  top  firms  announced 
cuts  in  their  program  trading,  Phelan  on 
Nov.  3  asked  all  brokerages  to  stop  the 
practice  for  their  own  accounts,  curbed 
the  use  of  the  exchange's  automated  or- 
der-entry system  on  days  of  sharp  de- 
clines, and  announced  the  appointment 
of  a  "blue-ribbon  panel"  to  study  the 
Oct.  13  market  plunge. 
The  NYSE's  erroneous  computation  of 


program-trading  volume — one  of  the 
most  widely  followed  numbers  on  Wall 
Street — has  never  before  been  detected 
despite  the  immense  attention  focused 
on  such  trades.  The  discrepancies,  which 
came  to  light  as  a  result  of  academic 
research  by  Deene  W.  Lindsey,  now  gen- 
eral partner  of  the  Essex  Fund,  a  com- 
modities pool,  seem  to  warrant  another 
look  at  the  magnitude  of  program  trad- 
ing on  Oct.  19,  1987,  when  the  Dow 
Jones  industrial  average  plummeted  508 
points.  The  Presidential  study  commis- 
sion headed  by  Nicholas  F.  Brady  said 
that  program  trading  amounted  to  15% 
of  volume  on  Oct.  19.  However,  an  inter- 
nal NYSE  document  dated  Oct.  21,  1987, 
obtained  by  BUSINESS  WEEK,  says  that 
on  the  day  of  the  crash,  program  trades 
routed  through  the  automatic  order-en- 
try system,  through  which  almost  all 
program  trades  are  executed,  were  just 
7.1%  of  volume  (table).  Torrenzano  as- 
serts that  the  memo  was  supplied  to  the 
Brady  Commission. 

SIMPLE  ARITHMETIC.  The  program-trad- 
ing number  at  issue  includes  all  forms  of 
such  trading,  of  which  about  half  typi- 
cally  consists  of  trades  tied  to  the  con- 
troversial strategy  of  index  arbitrage, 
wherein  shares  are  bought  and  sold  to 
exploit  differences  in  price  between  fu- 
tures indexes  and  their  underlying 
stocks.  To  arrive  at  its  program-trading 
number,  the  NYSE  divides  program  sales 
and  purchases  by  total  volume.  But  as 
the  table  explains,  program  trading  is 
the  only  type  of  trading  so  measured. 
When  gauging  trading  by  specialists  and 
members,  the  exchange  divides  sales 


HOW  THE  STOCK  EXCHAHGE IHFLATES  PROGRAM  TRADIHG  HUMBERS 


;  say  that  on  a  given  day,  stock  exchange  volume  is  1,000 
28,  and  the  trading  breaks  down  this  way: 


Buys 

Soles 

Buys  +  Soles 

liRAM  TRADERS 

50 

100 

150 

lALiSTS 

50 

100 

150 

RS 

900 

800 

1,700 

L 

1,000 

1,000 

2,000 

How  do  you  compute  the  percentage  of  volume  comprised  by  program 
and  specialist  trading? 

The  New  York  Stock  Exchange  takes  the  total  program  trades, 
150,  and  divides  by  the  volume  of  1,000  shares — yielding  15% 

Yet  it  divides  the  same  number  of  specialist  trades,  150,  by  twice 
the  total  volume — 2,000.  That  equals  7.5% — even  though  the 
specialists  have  traded  exactly  the  same  number  of  shares  as  have 
the  program  traders 


the  396  miUion  shares  routed  through  DOT,  89  milhon  shares 
related  to  program  and  arbitrage  activity  representing  15  percent 
il  NYSE  volume  for  the  day. 

•4  The  Brady  Commission's  report 
on  the  Oct.  19, 1987,  stock 
market  crash  asserted  that 
program  trading  accounted  for 
15%  of  NYSE  volume  that  day 

But  the  NYSE's  own  figures,  ^ 
ibtained  by  BUSINESS  WEEK, 
tate  that  program  trading  made 
up  only  7.1%  of  the  exchange's 
volume  on  Oct.  19 

New  York  Stock  Exchange 

Program  Volume  (m) 
%  Program  Volume 

DATA:  BW 

High-Day  Market  Statistics 
10/19/87 

86.23 
7.1 
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and  purchases  by  twice  the  total  volume. 

The  NYSE  method  of  countinj^  program 
trades  is  not  correct,  says  Laszlo  Birinyi, 
a  private  consultant,  formerly  with  Salo- 
mon Brothers  Inc.,  who  has  long  ana- 
lyzed trading  patterns.  Word  of  the 
.nysk's  jjrogram-counting  technique  also 
surprised  Jeffrey  M.  Schaefer,  research 
director  of  the  Securities  Industry  Assn. 
"You  have  to  divide  purchases  and  sales 
into  twice  volume,"  Schaefer  says  flatly. 

Torrenzano  defends  the  practice  by 
emphasizing  that  it  is  mentioned  in  the 
monthly  report  on  program  trading  ac- 
tivity: "You  may  not  agree  with  the 
methodology,  but  it  has  been  very  clear 
what  the  methodology  has  been." 
THE  ORIGINS.  Bul  the  NY.SE  accounting 
surely  hasn't  been  clear  to  some  of  the 
Street's  savviest  analysts.  Schaefer 
notes  that  the  si.\,  which  includes  the 
NYSE  data  in  its  monthly  report  on  trad- 
ing activity,  has  always  assumed  that 
the  N'Y.SE  calculates  program-trading  vol- 
ume the  way  it  figures  the  volume  of 
specialist  and  member  trading. 

The  origins  of  the  e.xchange's  method 
are  unclear.  At  the  time  of  the  1987 
crash,  program  trading  apparently  was 
counted  in  the  same  way  as  specialist 
and  member  trades.  According  to  the 
.VY.^E  memorandum  that  was  distributed 
internally  two  days  after  the  crash,  pro- 
gram traders  using  the  high-speed  or- 
der-entry system  accounted  for  7.1''  of 
volume  on  the  day  of  the  crash. 

On  the  Friday  before,  when  the  mar- 
ket tumbled  108  points,  programs  com- 
prised 7.6''  of  total  volume.  Such  trad- 
ing made  up  a  mere  0.5'^  when  stocks 
recovered  on  Oct.  20.  The  year-to-date 
figure  through  Oct.  20.  1987,  was  4.1'', 
the  report  says.  These  numbers — which 
were  arrived  at  by  dividing  program 
trades  into  twice  total  volume — were  not 
then  made  public. 

Moreover,  BUSINESS  WEEK  has  learned 
that  at  the  time  of  the  1987  crash,  the 
e.xchange  was  apparently  able  to  track 
jjrogram  trades  and  the  firms  entering 
the  orders  on  a  minute-by-minute  ba- 
sis— far  more  closely  than  has  been  pub- 
licly disclosed.  Torrenzano  said  he  was 
unable  to  comment  on  this  subject. 

Inexplicably,  the  exchange  changed  its 
program-trading  calculation  shortly 
thereafter.  The  monthly  program-trad- 
ing reports,  which  began  in  July,  1988, 
used  the  new  method.  And  in  its  annual 
fact  book  for  1989.  the  exchange  dis- 
plays program-trauing  data  opposite 
member  trading  without  disclosing  the 
radically  different  methu;V>logy. 

Why  has  the  exchange  duuble-counted 
program  trading?  Perhaps  iiie  NYSE's 
blue-ribbon  panel  can  come  up  with  a 
fuller  explanation. 

By  Garij  Weiss  in  Xeu  York 


STRATEGIES  I 


WHY  BRIDGESTONE'S  CHAIRMAN 
IS  MAKING  TRACKS  TO  AKRON 


Eguchi  is  on  a  mission  to  pump  life  back  into  Firestone 


I 


A  NEW  JERSEY  OUTLET:  FIRESTONE  HAS  CUT  INTO  EARNINGS  EVER  SINCE  BRIDGESTONE  BOUGHT 


When  Bridgestone  Corp.  bought 
Firestone  Tire  &  Rubber  Co. 
for  $2.6  billion  last  year.  Chief 
Executive  Akira  Yeiri  pledged  that  Fire- 
stone would  have  a  free  hand  in  running 
its  business.  He  even  described  the  deal 
as  a  "merger  of  equals." 

But  Firestone  folks  are  finding  out 
who's  really  the  boss.  On  Oct.  31,  the 
Japanese  tiremaker  announced  that  its 
chairman,  Teiji  Eguchi,  would  transfer 
to  Akron  in  Januarj'.  Y'eiri  described  the 
move  as  a  way  to  speed  up  the  integra- 
tion of  the  companies.  The  need  for 
change  became  more  pressing  when  ri- 
val Michelin  announced  the  acquisition 
of  No.  2  U.  S.  tiremaker  Uniroyal  Good- 
rich Tire  Co.  in  September. 

The  transfer  also  seems  to  be  a  recog- 
nition that  Firestone's  problems  are 
thornier  than  had  been  imagined.  "It 
means,  first,  they're  get- 
ting serious  about  shaping 
up  Firestone,"  says  Colin 
Talcroft,  an  analyst  for  the 
Tokyo  branch  of  Barclays 
de  Zoete  Wedd  Ltd.  "It  also 
suggests  that  there  are  se- 
rious problems  with  the 
subsidiary." 

Eguchi's  transfer  is 
abrupt,  to  say  the  least. 
Just  three  months  ago. 
Bridgestone  apparently  an- 
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swered  the  question  of  who  would  ru 
its  $3.5  billion  North  American  businei 
It  appointed  Firestone  President  Geor: 
W.  Aucott  successor  to  Chairman  Jol 
J.  Nevin  and  moved  to  consolidate  all 
both  companies'  North  American  bu 
ness  under  Aucott  in  Akron,  dubbing 
Bridgestone/Firestone  Inc. 

'SECOND  BANANA.'  AuCOtt  waS  paSS 

over  once  before.  Prior  to  the  companj 
sale,  the  Firestone  board  brought  in 
executive  from  Emerson  Electric  Co. 
succeed  Nevin.  That  outsider  has  sin 
left.  While  Nevin  was  viewed  as  a  liq 
dator.  Aucott  has  the  reputation  as 
dedicated  production  man.  In  annoui 
ing  his  transfer.  Eguchi  said  that  "Bri 
gestone  continues  to  respect  and  ha' 
confidence  in  the  management"  of  i 
U.  S.  operations.  But  the  shift  in  pow 
is  unmistakable.  "Three  months  ago,  A 
cott  was  the  kingfish 
notes  one  U.  S.  analy; 
"Now,  all  of  a  sudden,  b 
the  second  banana." 

Bridgestone  maintaii 
that  Eguchi,  who  inside] 
say  asked  to  be  transferr< 
to  Akron,  won't  be  runnii 
operations.  What's  more,  1 
won't  ser\"e  on  the  U 
company's  board  of  dire 
tors  or  be  listed  as  an  er 
ployee.  Sources  in  Jap; 


iv  Eguchi  decided  against  taking  a  cor- 
)rate  title  at  the  U.  S.  operation  to  de- 
ise  potential  anti-Japanese  sentiment. 

Eguchi,  63,  ascended  the  ranks  at 
ridgestone  in  accounting  and  staff  po- 
tions. He  was  named  chairman  at  the 
ime  time  Yeiri  became  CEO  and  presi- 
mt.  but  he  has  not  been  highly  \isible. 
litially,  he'll  be  looking  over  the  shoul- 
;rs  of  the  U.  S.  brass  at  Firestone,  ad- 
sing  on  big  strategy'  issues. 

Firestone  needs  help.  Bridgestone  offi- 
als  now  admit  privately  that  Fire- 
one's  plants  are  in  worse  condition 
.an  the  company  e.xpected.  Nearly  a 
iar  ago,  Bridgestone  announced  a 
iree-year,  S1.5  billion  spending  program 
'  upgrade  Firestone's  28  plants  and 
orldwide  distribution  organization.  And 


despite  company  denials,  informed 
sources  say  it  may  take  S2.5  billion  more 
to  bring  the  U.  S.  operation  up  to  the 
Japanese  tiremaker's  standards. 
STRETCHED  THIN.  Despite  hea\y  spend- 
ing, some  obseners  contend  that  prog- 
ress in  boosting  producti\it\'  has  been 
slower  than  Bridgestone  had  hoped. 
Says  one  U.  S.  source:  "You  had  a  com- 
pany in  the  dismantling  mode  for  10 
years.  You  try  and  change  that,  and 
you're  going  to  have  some  problems." 

The  acquisition  is  stretching  Bridge- 
stone's  resources.  So  far,  the  company 
has  sent  only  about  50  workers  to  the 
U.  S.  But  many  of  these  workers  don't 
speak  much  Enghsh.  In  addition,  a  rank- 
ing Firestone  executive  has  complained 
that  decision-making  is  painfully  slow. 


The  Firestone  acquisition  also  is  penal- 
izing Bridgestone's  earnings.  This  year, 
predicts  a  prominent  Japanese  forecast- 
er, net  income  will  decline  12^c,  to  S250 
million,  on  a  26'"f  increase  of  sales  to 
$10.7  billion,  though  Firestone  was  in- 
cluded for  only  half  of  1988.  The  old 
Firestone  business  is  likely  to  lose  SlOO 
milhon  this  year,  and  perhaps  more. 
Most  of  the  red  ink  comes  from  the 
costs  of  the  acquisition  and  capital 
spending.  Still,  the  hefty  loss  underlined 
the  need  to  cut  costs.  And  it  was  a  big 
factor  when  Bridgestone/Firestone  re- 
cently decided  to  impose  a  hiring  freeze. 
Strong  Japanese  management  may  be 
just  the  ticket. 

By  Zachary  Schiller  in  Cleveland,  with 
Roger  Schrejfler  in  Tokyo 


ALSI 


nC  BEATRICE  IS  ALMOST  PAID  FOR. 
WHAT'S  THE  HEXT  COURSE? 


.eg  Lewis'  planned  IPO  should  give  him  plenty  of  shopping  money 


One  day  last  summer,  sitting  on 
the  deck  of  his  spectacular  East 
Hampton  retreat,  Reginald  F. 
ewTS  spent  the  better  part  of  an  hour 
escribing  the  \igor  of  his  international 
Kxi  empire.  Then  the  New  York  finan- 
er  got  up  to  take  a  guest  inside  to  see 
is  vast  collection  of  surrealist  French 
ad  -African- American  paintings.  But  as 
ewis  tugged  the  handle  on  his  screen 
oor,  it  wouldn't  open.  So  he  tried  again, 
'ope.  One  more  time — and 
le  handle  ripped  clean  off. 
If  he  seems  aggressive 
bout  getting  into  his 
Duse,  you  should  see  the 
•ay  he  has  gotten  into  the 
ttyout  business.  Once  a 
ehind-the-scenes  corpo- 
ite  lawyer,  Lewis  leapt 
ito  public  \iew  in  1987 
Tth  his  S98o  million  lever- 
ged  buyout  of  Beatrice 
o."s  international  opera- 
ons.  The  company  had  64 
ir-flung  operating  units 
t  the  time.  Since  then,  he 
as  sold  off  scores  of  as- 
sts  for  a  total  of  nearly 
900  million,  paring  his  ac- 
uisition  debt  down  to  SlOO 
liDion.  The  company,  re- 
amed TLC  Beatrice  Inter- 
ational  Holdings  Inc.,  is  a 
1.1  biUion-a-year  business 
^th  15  operating  units 
nd  7,000  employees 
round  the  world. 
Now.  Le-wis  wants  to 
ut  TLC  Beatrice,  the  larg- 


est black-o\\Tied  company  in  the  U.  S.,  on 
the  Big  Board.  On  Nov.  3,  he  filed  a  plan 
with  the  Securities  &  Exchange  Commis- 
sion to  sell  35^'  of  the  company's  com- 
mon shares  at  an  offering  price  of  S9  to 
S10.50  apiece.  The  offering,  which  will  be 
underwritten  by  Merrill  LjTich  &  Co., 
should  net  TLC  Beatrice  about  S95  mil- 
lion. Combined  with  a  new  S140  million 
loan  from  France's  Banque  Paribas.  the 
money  will  wipe  out  the  LBO  debt.  Also 


as  part  of  the  deal,  Lewis  will  buy 
Drexel  Bumham  Lambert  Inc.'s  '2A% 
stake  for  about  §87  million.  And  perhaps 
most  important,  the  deal  will  free  Lewis 
to  prowi  for  more  acquisitions. 
'A  MANIA.'  Lewis,  46,  could  buy  plentj-  of 
companies  with  a  personal  check. 
Through  various  management  fees,  he 
already  makes  several  million  dollars  a 
year  from  TLC  Beatrice.  If  the  deal  goes 
through.  Lewis  will  get  a  heft}"  S41  mil- 
lion in  cash.  And  that  payout  comes 
without  selling  any  of  his  stake:  In  con- 
nection with  the  LBO,  he  grabbed  much 
of  the  company's  preferred  stock.  Some 
money  from  the  public  offering  will  go 
to  retiring  those  securities  and  pajing 
accrued  di\idends. 

WTiat  do  investors  get  for  their  mon- 
ey? In  Europe,  the  company  has  a  stur- 
dy if  unspectacular  presence  in  its  core 
businesses:  food  wholesal- 
ing and  distribution,  plus 
snacks,  ice  cream,  and  pro- 
cessed meats.  Its  brands 
are  unknown  to  U.  S.  con- 
sumers, with  the  exception 
of  a  few  products  such  as 
Tropicana  orange  juice,  for 
which  it  holds  the  Europe- 
an license. 
Lately.  TLC  Beatrice  has 
ng  up  double-digit  gains 
sales  and  operating  in- 
jme — in  local  currencies. 
But  when  the  earnings  are 
converted  into  stronger 
U.  S.  dollars,  TLC  Beatrice's 
income  statement  doesn't 
look  ver\"  impressive.  Net 
sales  increased  only  3%  in 
the  first  nine  months  of 
"his  year,  to  .$810  million. 
'Derating  income  gained 
.  to  S52  million.  Still,  an- 
..ysts  are  expecting  plentj- 
of  investors.  "There  is  a 
mania  for  food  companies 
in  Europe  right  now  be 
cause  people  are  so  excited 
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ind-iisLrr  anaiys:  &i  Pruden'ual-Bacbe  Se 
ciiri:3es  Ine 

Lewis  made  Lhe  switch  from  law^'er  lo 
aequisiixir  jasi  fire  years  ago.  naming 
his  takeoTer  vehicle  the  TLC  Grc>up.  His 
first  deal  was.  an  umisualhr  prcifitable 
one.  but  ix  iias  since  raised  a  few  hack- 
les. Lewis  arranged  an  LE^O  of  McCaD 
Partem  C-o..  investing  .rost  51  miilhon. 
Three  years  later,  he  sold  the  sewing- 
pattern  company  to  Britain's  John 
Crowrher  Group  for  S63  milhon  in  cash 
aud  S32  miiiictn  in  assumed  debt.  Then 
last  year.  McCaii  filed  for  bankruptcy 
protection.  Now.  its  owners  have  sue<d 
Lewis  in  Manhattan  federal  court.  They 


ir.i  "rer.aerj-.g  iicCall  insolvent."  La"i:>el- 
ing  the  suit  ""frivolous."  Lewis  insists 
tiiat  "*we  left  that  company  in  excellent 
condition.'' 

An  unabashed  Fraoeophile.  Lewis  now 
spends  about  half  of  his  time  in  Paris, 
where  he  rents  an  apartment  on  the 
Place  du  Paiais  Bourbon.  That  might 
suggest  he  would  like  to  make  more  ac- 
quisitions in  Europe.  But  Le"wis  isn't  the 
type  tci  tip  his  hand — or  to  follow  con- 
vention. Says  Dean  C.  Kehler,  a  Dresel 
managing  partner  who  sits  on  TLC  Be 
atrice's  board;  ""When  everybody's  look- 
ing to  Europe.  Reg  is  the  feDow  who"s 
looking  beyond."  Xow.  hell  be  taking 
pubhc  investors  along  for  the  ride. 

Bv  P-rter  p;-'i.c-h  ■n;  \'e'„r  Yo-r-: 


RESTRUCTURINGS  I 


RES-OETTS  CA.SH 
FLO-W  CAN  T  COVFR 
INTEREST  E-XPENSES 


MERV  GRIFFIN'S  LAST  RESORT 
MAY  BE  BANKRUPTCY 


bondholders 


H:r.e  Glenn  Miller  chestnut,  feel  free 
I  -. :  sing  along:  ""Bet  on  Merv . . .  Bet 
on  Me.--."."  That  jingle  Yai  the  airwaves  in 
New  Ycrk  and  Ptiiladeiphiia  six  weeks 
ago.  h  i  designed  vj  lure  gamiilers  to 
Atiantjc  C:r.'  and  the  Presorts  Interna- 
tiona] bote,  trjere.  which  Merv  Griffin 
bought  and  rr-irjed  Merv  Griffin's  PL.t- 
sorts  Casino  He:-;  in  late  19Sb.  But  144 
miiles  away  in  Ne".;.  TjrL  the  real  bet- 
ting on  Griffin  is  gom^'  'T:  in  conference 
rooms  and  over  the  pho..-. 

Since  mid-September,  a  rr-tless  group 
of  Pk-esorts  landholders  has  b-en  negoti- 
ating Griffin's  proposed  restrucr^-ing  of 
million  in  debt.  A  resolution  s  eru- 


RESORTS'  PLUNGING 
NET  WORTH 


who  wrestled  P^-esorts  away  fr'jm  Don- 
ald -J.  Trtimp  'last  year  after  a  five-month 
fight.  But  if  they  can'i  work  out  an 
agreement,  say  la"wyers  and  investment 
bankers  involved  in  the  tallts.  Piescrt? 

could  be  thrown  into   

bankruptcy  proceedings 
by  Not.  1-5.  -And  in  a 
strange  twist.  Griffim's 
sale  of  the  giant  Taj  Ma- 
hal casino  to  Trump  eouid 
alsci  be  in  jeopardy. 

.■\  deal  "with  creditors 
may  just  buy  Griffin  a  lit- 
tle more  time.  Piesons' 
operating  revenues  are 
do'wn  S-'^f  through  Jtme 

f  ?224  ZTsIivr..  and 
 ""   "     "      A.  mum;  D-' D3_i.r: 


market  snare  for  its  .Atlantic  Ciiy  easii 
has  fallen  to  8.1=?^  from  10.4%  'in  198 
Worse,  after  years  of  double-dig 
growth.  Atlantic  City  gambling  has  i 
creased  by  only  about  4%  this  year. 

To  stand  any  chance  at  all  of  hangin 
on  in  Atlantic  City,  Griffin  needs  to  ri 
structure  his  debt — and  that  means  a] 
peasing  the  so-called  junior  bondholdes- 
They  hold  roughly  S5S6  million  in  tens 
cured  notes.  Insisting  on  more  than  ti 
25"':  equity  stake  they  were  offere( 
they  have  threatened  to  file  suit  in  fe< 
era]  court  to  force  Resorts  into  ban] 
runt/rv  by  mid-November. 
LEGA.L  WEA.POH.  That's  a  powerful  ineei 
t.vT  ::r  sr^fn-  and  his  Resorts  team  1 
increase  their  offer — ^whieh  also  include 
a  onetime  S54  million  cash  payout — ^an 
sell  assets.  As  a  result  for  a  number  c 
New  York  la"wyers  and  investment  ban] 
ers.  autumm  19^.  has  rorned  into  on 
giant  conference  call.  At  various  timei 
the  juniors  have  asked  Piesons  to  doubl 
their  cash  payment  increase  to  40; 
their  equity  stake,  and  hike  the  7%  intei 
est  rate  on  the  bonds  they  would  aecet 
in  lieu  of  their  current  holdings,  wide 
pay  lO'^c  to  16% 'v. 

If  negotiations  break  down  and  Rt 
sorts  is  forced  to  file  for  bankruptcy,  th 
juniors  would  be  able  to  compel  Griffi 
and  Trump  tit  return  to  the  bargainini 
table.  Their  weapon:  a  provision  in  fe<dei 
al  bankruptcy  law  that  wouid  requir 
Pi.esoris  to  prove  it  received  fair  ralu 
for  deals  it  nmde  "arith  those  eonsidere 
insiders.  .Ajnong  the  deals  that  could  b 
affected  are  Trump's  S273  miOion  pui 
chase  of  the  Taj  Mahal  and  Griffin's  at 
ceptanee  of  S-SO  million  in  payment  fo 
an  earher  loan  he  made  to  buy  Pi^sorts 
Faced  with  projected  annual  interes 
payments  through  1993  of  up  to  S14 
million.  Pveisons  needs  the  breathing 
room.  For  the  first  half  of  1989.  it  paii 
S72  million  in  interest  and  principal  wMl' 
cash  flow  was  just  under  S.6  miDioii 
Then,  on  Aug.  26.  the  company  suspend 
ed  interest  payments  while  confirming 
that  it  would  '"experience  large  short 
falls"  in  its  abiliLy  to  service  its  debt 

To  reduce  the  tab.  Resorts  has  pro 
t'C'sed  to  sell  real  estate  assets.  It  ha; 

 j  also  spruced  up  the  flag 

ship  .4tlantic  City  casino 
hotel  and  is  counting  oi 
overflow  from  Trump": 
Taj  Mahal  to  boost  cus 
tomer  traffic.  But  if  Grif 
fin's  negotiating  tean 
can't  keep  the  erediton 
at  bay.  all  bets  on  Mer\ 
are  off. 

By  Ron-aid  Groi>er  ir, 
Los  Arioelm.  -irith  Joseph 


34 ; 


lATEGIES 


11  BROAD'S 
aVENGE  

he  insurer  stayed  staid  as  rivals 
\n  wild.  Now,  it's  buying  big 

For  years,  Eli  Broad  and  his  stodgy 
insurance  companies  plodded  along 
while  high-flying  rivals,  such  as  In- 
grated  Resources  Inc.  and  First  Exec- 
ive  Corp.,  got  lots  of  attention  by 
tinging  into  junk  bonds  and  other  sexy 
it  risky  investments.  Being  dull  didn't 
educe  glitzy  returns  or  a  soaring  stock 
•ice  for  Broad.  But  now,  he's  enjoying 
e  last  laugh. 

Not  only  has  Los  Angeles-based 
road  prospered  while  flashier  financial- 
•rvices  companies  have  stumbled,  but 
;'s  also  buying  up  choice  operations  of 
impetitors  gone  bust.  In  June,  he 
)ught  Southmark  Financial  Services,  a 
jtwork  of  financial  planners,  from  the 
)w-bankrupt  Southmark  Corp.  And  on 
ov.  2,  he  agreed  to  buy  the  core  finan- 
al-services  assets  of  Integrated,  which 
in  default  on  nearly  $2  billion  in  debt. 
The  proposed  deal  is  by  no  means  cer- 
lin.  Although  $170  million  is  on  the  ta- 
ie,  a  final  price  has  not  been  deter- 
lined.  And  the  Iowa  insurance  commis- 
on  office  is  threatening  to  take  over 
itegrated's  main  insurance  unit  unless 
le  deal  is  closed  soon. 
But  if  it  succeeds,  the  purchase  would 
id  $4  billion  in  assets  to  Broad's  $7 
illion  financial-services  arm,  SunAmer- 
a  Corp.  (charts).  That  would  be  a  giant 
;ep  toward  realizing  the  revamped 
oals  of  Broad  Inc.,  which  was  formed 
I  March  when  Kaufman  &  Broad  Inc. 
Dun  off  its  homebuilding  operations, 
ast  month.  Broad  finished  an  18-month 
ivestiture  of  traditional  life-insurance 
usinesses  to  focus  on  the  fast-growing 
lies  of  single-premium  annuities  and 
ther  retirement-savings  products, 
road  also  wants  to  widen  his  network 
f  agents,  expand  into  mutual  funds, 
nd  build  assets  to  $15  billion  by  1993. 
lEGGARS.'  Integrated  would  give  him  an 
)wa  insurance  unit  with  $2  billion  of 
rinuities,  a  $2  billion  mutual-fund  com- 
any,  a  broker-dealer  with  a  sales  force 
f  3,600,  and  a  trust  unit  that  manages 
277  million  of  retirement  money.  Broad 
Iso  has  an  option  to  buy  Integrated's 
'enver-based  Capitol  Life  Insurance 
•0.,  which  has  $826  million  in  annuities. 
Problem  is,  the  value  of  these  units  is 
moving  target.  Since  Integrated  de- 
lulted  in  June,  its  real  estate  and  insur- 
nce  assets  have  been  evaporating.  The 
ompany  had  valued  the  insurance  and 
loney  management  businesses  at  more 


than  $700  million  in  the  spring,  but  then 
saw  a  $310  million  bid  from  Whitehall 
Financial  Group  collapse  in  October. 
Even  now.  Broad's  $170  million  price 
isn't  firm.  "The  financial-services  busi- 
ness is  based  on  confidence  and  integri- 
ty, and  those  have  been  in  rather  short 
supply,"  sighs  Robert  M.  Miller,  a  law- 
yer for  Integrated's  bondholders. 

Miller  views  Broad  as  a  savior  despite 
the  low  selling  price.  "Beggars  can't  be 
choosers,"  he  says.  But  the  Iowa  com- 
mission is  worried  about  the  eroding  fi- 
nances of  Integrated  Resources  Life  In- 
surance Co.  and  wants  the  unit  sold 
immediately.  The  threat  that  the  com- 
mission might  take  it  over  before  Broad 
can  close  his  deal  has  Broad  executives 
working  feverishly. 

But  Broad  has  to  be  careful.  "He's 
buying  damaged  goods,"  says  Andrew  J. 
Herenstein,  an  analyst  with  Delaware 
Bay  Co.  Broad  must  reassure  Integrated 
annuity  holders  rattled  by  the  rash  of 


BROAD'S  STEADY  GROWTH 


▲  BILLIONS  OF  OOLU\RS  ▲  THOUSANDS  Of  PEOPLE 

•AnER  COMPLETING  ACQUISITION  OE INTEGRAIEO  RESOURCES  UNITS 


DATA:  COMPANY  REPORTS 


bad  news.  Even  more  important,  he 
must  hang  on  to  Integrated's  well-re- 
spected independent  sales  force.  So  far, 
more  than  800  salespeople  have  defect- 
ed. But  if  Broad  can  stabilize  the  situa- 
tion, the  worst  could  be  over. 

Indeed,  most  observers  believe 
Broad's  offer  factors  in  most  of  the 
problems  which  could  crop  up.  For  in- 
stance, the  offer  already  discounts  the 
junk  bonds — many  of  which  are  dis- 
tressed— that  make  up  as  much  as  20'^'^ 
of  the  insurance  investments  Broad 
would  inherit.  Broad  wasn't  available  for 
comment,  but  he  would  likely  pare  that 
portfolio  quickly.  Just  7?<  of  SunAmeri- 
ca's  investments  are  in  junk. 

Broad  has  done  well  lately  picking  up 
assets  cheap  and  absorbing  them  quick- 
ly. Says  one  Integrated  executive:  "He 
appears  to  know  what  he's  doing."  If 
financial-services  companies  keep  falling 
off  the  fast  track  at  the  present  rate, 
he  may  find  plentiful  pickings  for  a 
while  to  come. 

By  Kathleen  Kenein  in  Los  Angeles, 
with  Michael  Oneal  in  New  York 


COMPETITIVENESS 


A  BACK  BURNER 
FOR  HIGH  TECH 

Bush's  hemming  and  hawing  on 
high  tech  has  Congress  steaming 

The  Bush  Administration's  distaste 
for  anything  smacking  of  industri- 
al policy  is  drawing  bipartisan  ire 
on  Capitol  Hill.  The  latest  blowup  came 
on  Nov.  8  when  the  White  House  failed 
to  release  the  report  of  the  National  Ad- 
visory Committee  on  Semiconductoi-s  in 
time  for  a  congressional  hearing. 

The  Administration  now  says  the  re- 
port, which  calls  for  greater  government 
involvement  in  boosting  the  competitive- 
ness of  the  U.  S.  semiconductor  industry, 
will  be  issued  on  Nov.  20.  That's  just 
about  the  time  that  Congress  plans  to 
leave  town  for  the  year.  "The  Bush  Ad- 
ministration has  launched  a  search-and- 
destroy  mission  against  those  who  do 
not  share  the  laissez-faire  philosophy  of 
the  President,"  fumes  Representative 
Mel  Levine  (D-Calif.). 

The  draft  report  is  undeniably  contro- 
versial. It  recommends  that  government 
funding  for  Sematech,  the  semiconduc- 
tor research  consortium,  be  increased, 
and  that  government  loan  guarantees  be 
part  of  a  multibillion-dollar  pool  of  capi- 
tal for  the  industry.  But  even  some  Ad- 
ministration supporters  are  bothered  by 
the  White  House  sitting  on  the  report. 
"They  ought  to  let  it  out,"  says  Repre- 
sentative Tom  J.  Campbell  (R-Calif.). 
"Let's  get  it  out  and  start  debating  it." 
PROMISES.  For  some  members  of  Con- 
gress, the  delay  is  another  example  of 
the  Administration  sidestepping  a  form 
of  industrial  policy.  On  Oct.  30,  the 
White  House  pulled  back  its  five-year 
action  plan  for  superconductivity  on  the 
eve  of  its  release  date.  Commerce  Secre- 
tary Robert  A.  Mosbacher  promised  that 
he  would  have  a  report  on  high-defini- 
tion TV  by  midsummer.  But  Congress  is 
still  waiting.  The  White  House  is  also 
taking  longer  than  expected  to  develop  a 
position  on  relaxing  antitrust  legislation 
to  allow  joint  manufacturing  ventures. 

And  while  the  White  House  fiddles, 
critics  charge,  industry  sinks.  Senator 
John  Heinz  (R-Pa.)  is  organizing  a  group 
of  Republican  colleagues  to  go  calling  on 
the  President  to  urge  him  to  change 
course.  Explains  Heinz:  "As  a  Republi- 
can, I  don't  want  the  electorate  to  wake 
up  and  find  that  the  U.  S.  has  become  a 
minor  power  because  of  Republican  in- 
difference or  inaction."  But  Bush  isn't 
likely  to  concede  that  government  is  part 
of  the  solution. 

By  John  Carey  in  Washington 
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LEGAL  AFFAIRS  I 


WELL-SCRUBBED:  CLEANING  UP  ASBESTOS  IN  CHICAGO  SCHOOLS  HAS  COST  $40  MILLION  SO  FAR 


ASBESTOS  MAKERS  RUN 
OUT  OF  BREATHING  ROOM 


An  Illinois  ruling  could  leave  t±iem  liable  for  billions  more  in  damages 


A few  yeai-s  back.  Chicago  school 
district  officials  realized  they 
faced  a  real  mess.  Cleaning  up 
deadly  asbestos  fibers  in  school  build- 
ings would  mean  a  SoOO  million  hit.  So 
they  sued  the  nearest  deep  pocket:  as- 
bestos makers.  Now.  after  years  of 
couitroom  squabbling,  the  school  system 
has  won  a  key  case  that  spells  big  new 
legal  woes  for  asbestos  manufacturers. 

On  Oct.  25.  the  Illinois  Supreme  Court 
ruled  that  Chicago  and  :33  other  state 
school  districts  can  press  ahead  with 


lawsuits  seeking  propert}"  damages  from 
such  hea\'y"  hitters  as  USG.  W.  R.  Grace. 
Union  Carbide,  and  GAF.  It's  the  first 
such  ruling  from  a  state's  highest  court, 
and  it  will  figure  into  the  legal  strate- 
gies of  plaintiffs'  attorneys  in  similar 
cases  pending  nationwide. 

More  legal  sharks  appear  to  be  cir- 
cling. Roughly  30  states  soon  will  launch 
a  massive  action  against  present  and 
former  asbestos  makers  to  recover 
cleanup  costs  for  thousands  of  public 
buildings.  Says  one  lawyer  close  to  the 


upcoming  case:  "This  decision  l-;. -rr.: 
big  door  for  us." 

^Miat"s  emerging  is  a  new  wave 
legal  assaults  on  the  industrj".  Roui 
one.  begun  in  the  early  1970s,  center 
in  personal-injuT}"  claims  from  mine 
:.nd  others  who  developed  deadly  luj 
-ilments  from  inhaling  asbestos  fibei 
:.ow  a  well-documented  carcinogen.  La- 
-aits  helped  plunge  Mamille  Corp..  on 
the  largest  asbestos  miner,  into  ban 
ruptcy  court  in  1982  (l)ox).  Now,  schc 
systems  and  public  agencies  want  the: 
companies  to  pay  to  remove  the  stuff 
BIG  PRICE.  Small  wonder.  The  Emiro 
■--c:.:a;  Protection  Agency  figures  abo 
2U'  c  of  U.  S.  buildings  contain  some  a 
bestos.  The  total  cleanup  cost,  says  tl 
EPA.  is  a  mind-boggling  S51  biUio 
Schools  have  a  special  problem:  Th< 
must  pay  the  piper  now.  Other  buildinj 
must  follow  asbestos  guidelines  on 
.^  hen  razing  a  structure.  The  EPA  adof 
ed  rules  r\vo  years  ago  ordering  schoo 
to  contain  or  remove  asbestos  by  Jul 
1989.  So  far.  the  Chicago  school  district 
cleanup  tab  is  S40  miUion. 

The  Illinois  high  court  ruling  gives  tl 
disaict  a  shot  at  recouping  that  m.one 
The  couit  revei-sed  a  Chicago  trial  judf 
who  dismissed  the  school  boards'  sui 
three  years  ago.  concluding  that  the  a 
bestos  wasn't  a  strong  enough  risk.  Tl 
state  supreme  court  disagreed — lettin 
the  plaintiffs  press  a  so-called  tort  sui 
alleging  product  liability"  and  neghgenc- 
Industn"  lawyers  had  argued  that  tl 
cases  were  conu-actual  disputes  thj 
turned  on  economic  loss. 

The  distinction  isn't  legal  hair-spU 
ting.  Tort  cases,  invohing  negligence 
often  produce  bigger  awards  and  ptm 
tive  damages.  Also,  in  a  contract  cas 
the  school  boards  couldn't  sue  the  wel 
heeled  asbestos  manufacturers,  only  th 
contractoi-s  that  installed  the  asbe: 


JUST  WHEN 
MANVILLE  THOUGHT 
IT  WAS  SAFE . . . 


Just  12  months  after  Manville 
Coi-p.'s  emergence  from  Chapter 
11.  the  culmination  of  a  six-year 
battle  to  negotiate  one  of  the  most 
complex  reorganization  plans  in  histo- 
ly.  Manville  faces  another  challenge — 
a  possible  change  in  ownership  or  may 
be  even  a  trip  back  into  bankruptcy. 

In  October,  the  Man\ille  Personal  In- 
jur*" Settlement  Trust,  which  owns  SO^c 
of  Man\ille,  revealed  that  in  1990  it 
could  run  out  of  cash  to  pay  asbestos 


\ictims  and  might  have  to  sell  stock  to 
cover  the  gap.  And  that's  sptirring  talk 
over  Man\ille's  futtu-e. 

The  cash  crunch  stems  from  the  ftu-i- 
ous  pace  of  settling  claims.  As  of  Sept. 
30,  the  trust  settled  15,485  claims  for 
§628  million,  an  average  award  of 
840,564.  with  66,000  claims  pending. 
Futtire  payouts  should  be  smaller,  yet 
the  plan  had  expected  them  to  average 
about  825,000.  Starting  in  1991.  the 
trust  will  receive  annual  pajTnents  of 
875  milUon  for  24  yeare  on  Mamille 
bonds.  And  in  1992,  it  will  receive  up  to 
20""^  of  Man\ille  profits.  Man\ille's  op- 
erating income  for  the  first  nine 
months  rose  to  8266  milUon  from  8234 
million  last  year. 

Man\ille  Chief  Executive  W.  Thomas 
Stephens  concedes  a  stock  sale  makes 


sense.  But  dumping  Mamille  stock  on 
the  open  market  would  depress  the 
price,  devaluing  the  trust's  major  as- 
set. It  would  be  better  off  selling  stock 
to  a  friendly  outsider — if  Manville 
doesn't  use  its  right  to  match  an  offer 
The  trust  is  muUing  an  offer  from 
Man\i]le  to  buy  8500  milUon  of  its  pre- 
ferred stock,  equal  to  a  42^^  stake, 

A  return  to  bankruptcy  remains  an 
option  if  "the  court  determines  the 
plan  is  not  feasible,"  argues  Michael  L. 
Goldberg,  a  claimants'  lawyer.  "The 
cards  could  be  turned  back  in  and  the 
deck  reshuffled,"  Mamille  insists  the 
settlement  plan  shields  it  from  the 
trust's  woes,  Othei"s  see  bankruptcy  as 
remote.  Nobody  is  anxious  to  play 
cards  again. 

By  Sandra  D.  Atchison  in  Denver 


The  Fujitsu  COMMANDER® FX 
cellular  mobile  telephone. 
Fujitbu  makes  a  full  line  oj 
COMMANDER'^ cellular  phones, 
including  mobiles,  transporlables 
and  portables. 

COMMANDER"  is  a  registered 
Irademark  of  Fw/iIsh  America.  Inc. 


'Best  Buy 
of  the 
season. 


In  1989  a  leading  consumer  magazine  rated  our 
COMMANDER®  IIX  the  year's  "Best  Buy  "  in  cellular 
telephones.  We've  just  made  it  an  even  better  buy. 
It's  now  the  COMMANDER®  FX.  With  a  new  3-year 
warranty.  More  world  class  features.  Same  suggested 
retail  price.  For  your  nearest  COMMANDER®  dealer, 
write:  Fujitsu  America,  Inc.,  1100  East  Campbell  Road, 
Richardson,  TX  75081.  Or  call  1-214-699-9341 


Funrsu 


The  global  computer  8c  communications  company. 


tos.  Such  smaller  fry  make  less  tempting 
defendants. 

But  asbestos  makers,  with  their  high- 
priced  legal  talent,  won't  be  pushovers 
in  court.  On  Oct.  13,  W.  R.  Grace  &  Co. 
won  a  case  against  a  Pittsburgh  high 
school  seeking  $21  million  for  cleanup 
costs.  Grace  had  convinced  the  jury  that 
the  small  amounts  of  asbestos  on  hand 
weren't  a  health  hazard.  In  the  Chicago 
case,  school  districts  must  only  prove 
actual  harm  from  the  asbestos  in  the 
buildings.  However,  if  similar  cases  go 
to  court  in  other  states,  such  as  South 


Carolina,  with  tougher  burdens  of  proof, 
attorneys  may  also  have  to  show  that 
manufacturers  knew  the  risks  regarding 
asbestos  but  sold  the  material  anyway. 

Ultimately  all  buildings  with  the  trou- 
blesome fiber  will  need  serious  renova- 
tion— or  special  treatment  if  they  are 
torn  down — even  when  asbestos  doesn't 
pose  an  immediate  danger.  That  being 
the  case,  count  on  school  districts  to 
push  on  with  their  legal  chase.  With 
their  asbestos  bills  now  coming  due, 
they  have  little  choice. 

Bi/  Brian  Bremner  in  Chicago 


BANKRUPTCIES  I 


BROTHERS, 

ARE  YOU  SPARED  A  DIME? 


After  a  decade-long  spiral,  the  Hunts  face  nearly  total  liquidation 


BUNKER  AND  HERBERT  HUNT:  ONCE  WORTH  $10  BILLION,  THEY  MAY  END  UP  WITH  $3  MILLION 


It  didn't  look  as  if  matters  could  get 
worse  for  Nelson  Bunker  Hunt  and 
W.  Herbert  Hunt  after  the  ex-billion- 
aires lost  control  of  their  oil  companies 
last  year.  But  their  fortunes  took  anoth- 
er nosedive  on  Nov.  6  when  a  federal 
judge  converted  the  personal  bankruptcy 
of  Herbert  into  a  Chapter  7  liquidation. 
The  reversal  jeopardizes  Bunker's  sepa- 
rate bankruptcy  settlement  and  could 
leave  hundreds  of  creditors  unpaid. 

Financially,  the  Hunt  brothers  now 
are  likely  to  join  the  ranks  of  littler  peo- 
ple. Ten  years  ago,  they  were  the  richest 
men  in  the  world,  controlling  assets  of 
over  $10  billion.  They  iiearly  cornered 
the  world  silver  markei  and  ran  the 
world's  largest  independeru  oil  company. 
Now,  the  brothers  may  be  left  with  total 
possessions  valued  at  about  $3  million. 


including  their  homes,  cars,  and  cloth- 
ing. Running  out  of  cash  and  weary 
from  years  in  federal  court,  "the  Hunts 
just  want  the  litigation  to  end,"  says 
their  attorney,  Stephen  McCartin. 
CREDITOR  INFIGHTING.  The  long  fall  be- 
gan in  1980,  when  the  Hunts'  scheme  to 
corner  the  world  silver  market  back- 
fired, yielding  losses  of  $1.5  billion.  Then 
the  oil  bust  cost  them  control  of  their 
main  source  of  income,  Placid  Oil  Co.  In 
the  brothers'  bankruptcy  filings  14 
months  ago,  Herbert  listed  debts  of  $1.2 
billion  and  assets  of  $169.8  million;  Bun- 
ker tallied  $1.4  billion  in  obligations,  as- 
sets of  $258.8  million. 

Bankruptcy  has  provided  the  Hunts 
with  little  protection.  The  federal  gov- 
ernment pressed  ahead  with  a  1982  case 
against  them  seeking  $1  billion  in  back 


taxes.  Herbert's  bankruptcy  has  been: 
especially  rocky.  By  the  time  three  reor- 
ganization plans  for  his  estate  were  re- 
jected by  creditors,  his  legal  bills  had 
grown  to  $3.5  million.  His  most  recent 
plan,  proposed  by  the  Internal  Revenue 
Service  and  Manufacturers  Hanover' 
Trust  Co.,  which  is  seeking  repayment 
of  a  $36  million  loan,  collapsed  in  early 
November. 

Creditor  infighting  is  mostly  to  blame, 
For  months.  Manufacturers  Hanove: 
has  battled  the  Peruvian  minerals  con- 
cern, Minpeco,  over  whose  claim  should 
come  first.  Minpeco  has  a  $241  million 
claim  arising  from  the  Hunts'  silver 
play.  Unable  to  craft  a  compromise. 
Judge  Harold  C.  Abramson  converted 
Herbert's  case  to  liquidation.  Abramson 
did  make  the  order  effective  Nov.  20, 
leaving  creditors  a  small  window  to  re- 
solve their  differences.  But  Minpeco  at- 
torney Thomas  Gorman  says:  "I  don't 
expect  a  compromise." 
CADDYSHACK.  Liquidation  would  finish  I; 
Herbert.  His  bankruptcy  plans  called  for  \ 
an  orderly  sale  of  assets  through  a  liqui- 
dating trust,  which  could  give  him  some 
cash  to  start  over.  In  a  fire-sale  liquida- 
tion, he  would  get  no  money.  But  the 
former  oil  tycoon  would  keep  a  home 
worth  $540,000,  two  Cadillacs,  clothes 
and  jewelry  valued  at  $13,000 — and  two 
Yorkshire  terriers. 

It  could  get  even  worse.  If  the  tax 
court  rules  in  favor  of  the  IRS — a  deci- 
sion is  expected  by  February — all  pro-  i 
ceeds  from  the  liquidation  would  go  to  it- 
pay  the  government's  claim.  Herbert  '\ 
would  also  have  to  ante  up  his  personal 
property,  including  his  home.  If  the  rul- 
ing goes  against  the  IRS,  the  govern- 
ment would  get  some  part  of  Hunt's 
assets,  with  the  rest  going  to  satisfy 
creditors'  claims. 

None  of  this  bodes  well  for  Bunker. 
Although  he  has  already  reached  an 
agreement  with  the  IRS  and  several  cred- 
itors, the  same  dispute  between  Manny 
Hanny  and  Minpeco  threatens  his  own 
reorganization.  Should  Herbert's  estate 
be  sold.  Bunker's  estate  would  likely  be 
next  on  the  block.  The  best  he  can  ex- 
pect is  to  keep  a  $1.8  million  lakeside 
home,  household  items  worth  $25,000, 
and  his  trademark  1979  Oldsmobile  Cut- 
lass Supreme. 

It  all  adds  up  to  a  woeful  end  for  the 
heirs  of  legendary  wildcatter  H.  L. 
Hunt.  Old  hands  aren't  willing  to  count 
them  out.  "They'll  be  back,"  says  former 
aide  Tom  Whitaker.  Yet  it's  hard  to  see 
how.  Unable  to  gain  access  to  their  for- 
mer oil  companies,  the  brothers  would 
have  to  start  from  scratch.  And  as  attor- 
ney Gorman  says:  "They  certainly  seem 
afflicted  by  a  reverse  Midas  touch." 

By  Kevin  Kelly  i?i  Dallas 
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175  foreign  countries 
arerft  that  fomgn  to  us. 


In  Bangkok,  our  drivers 
ride  scooters  to  speed  your 
packages  through  the  worst 
traffic  jams  in  the  Far  East. 

While  in  Venice,  certain 
addresses  reachable  only  via 
canal  are  served  by  custom- 
built  UPS  gondolas. 

No  one  said  it  would  be 
easy  to  build  a  global  delivery 
system  that  meets  UPS  stan- 
dards for  reliability  in  175 
countries  and  territories.  But 
that's  just  what  we've  done. 

With  our  Electronic  Cus- 
toms Pre-Alert  to  hurry  your 
delivery  across  international 
borders.  Computerized  track- 
ing along  the  way.  And  prices 
that  must  make  competitors 
wonder  how  on  earth  we  do  it. 

Suffice  to  say  that 
it's  a  little  bit  easier 
when  you  know  your 
way  around. 

We  run  the  tightest  ship  in 


[ups 

the  shipping  business. 


'01989  Unntd  Parcel  Service  of  AmecKi.  In. 
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INSIDER  BORROWING 
ATSHEARSON? 


►  At  Shearson  Lehman  Hut- 
ton,  the  hits  just  keep  on  com- 
ing. On  the  heels  of  an  an- 
nouncement that  it  was 
embarking  on  a  new  round  of 
layoffs,  the  embattled  broker- 
age firm  now  finds  itself  em- 
broiled in  a  controversy  over 
loans  to  employees. 

The  firm  had  lent  managers 
money  at  preferential  rates  to 
buy  Shearson  stock.  Shearson 
says  some  of  those  employees 
held  the  stock  in  margin  ac- 
counts, then  borrowed  against 
the  shares  they  acquired,  a 
practice  known  as  "double-le- 
veraging." A  spokesman  for 
the  firm  says  the  questionable 
borrowing  was  "an  inadver- 
tent violation  of  the  firm's 
benefits  program.  There  is  no 
violation  of  securities  regula- 
tions." Sources  at  Shearson 
say  the  managers  involved 
have  until  Dec.  15  to  clean  up 
the  irregularities  or  they'll  be 
out  of  their  jobs. 


DAYTON  HUDSON  SAYS: 
'PLAY  NICE' 


►  In  an  apparent  first  for  a 
large  corporation,  Dayton 
Hudson  has  told  its  pension 
funds  to  stay  away  from  hos- 
tile dealmaking.  The  retailer's 
board  told  its  fund  managers 
to  avoid  leveraged  buyout 
funds  whose  dealings  put 
companies  into  play  and  to  re- 
frain from  tendering  shares  in 
hostile  deals  before  the  tar- 
get's board  has  made  a  rec- 
ommendation. Dayton  was 
the  prey  in  a  foiled  hostile 
raid  two  years  ago  (page  62). 


SHARP  WORDS  AT 
THE  MERC  BOARD 


►  Former  U.  S.  Senator  Thom- 
as Eagleton  is  mad  as  hell  at 
the  Chicago  Mercantile  Ex- 
change, and  he's  not  going  to 
take  it  anymore.  Oii  Nov.  7, 
he  quit  the  Merc's  board, 
loudly  objecting  to  the  way  a 
group  of  heax'y'W'eights  with 


Merc  ties  lined  up  to  vouch 
for  Brian  Monieson,  a  former 
exchange  chairman  who  alleg- 
edly stood  by  while  brokers  at 
his  firm  bilked  customers. 

Monieson  could  be  banned 
from  trading  in  an  administra- 
tive proceeding  that  began  on 
Nov.  6  in  Chicago.  The  Com- 
modity Futures  Trading  Com- 
mission claims  Monieson  did 
not  intervene  when  three  bro- 
kers at  his  GNP  Commodities 
trading  firm,  at  least  one  of 
them  a  close  friend,  allotted 
losing  trades  to  customers 
and  winning  trades  to  them- 
selves from  1984  to  May, 
1986.  Leo  Melamed,  chairman 
of  the  Merc's  executive  com- 
mittee, is  among  the  charac- 
ter witnesses  who  will  appear 
on  Monieson's  behalf. 


SLAPS  ON  THE  WRIST  AT 
PRINCETON/NEWPORT 


►  Federal  prosecutors  in  the 
highly  publicized  racketeering 
case  against  the  now-defunct 
Princeton /Newport  brokerage 
firm  suffered  an  embarrass- 
ing blow  on  Nov.  6  when  a 
federal  judge  in  New  York 
gave  the  six  defendants  only 
three  to  six  months  in  jail. 

The  defendants,  who  were 
convicted  of  scheming  to  rig 
phony  tax  losses,  manipulate 
securities  prices,  and  mislead 
investors,  faced  maximum  jail 
terms  of  more  than  200  years. 
The  judge  also  blasted  the 
government's  request  to  seize 
about  $2.7  million  in  assets  as 


THE  DOGS  OF  WAR 


The  Metro  Justice  Building  in 
Miami  has  been  the  scene  of 
some  memorable  courtroom  bat- 
tles. But  lately,  the  biggest  fight 
has  been  waged  just  outside  the 
building.  The  combatants  are 
hot  dog  vendors,  and  they're 
fighting  over  choice  locations. 
Some  of  the  weenie  salesmen 
have  chained  their  pushcarts  to 
lampposts,  while  others  have 
hired  security  guards  to  protect 
their  turf.  And  a  new  ordinance  adopted  in  an  attempt  to  brinj 
hostilities  to  a  halt  is  having  some  unintended  consequences. 

The  measure  assigns  vendors  to  slots  50  feet  apart.  It  als( 
bans  the  use  of  charcoal  grills,  so  vendors  have  to  boil  the  ho 
dogs  and  spicy  sausages  they  sell.  The  boiling  requirement  ha 
the  vendors  really  steamed.  Their  sales  have  plunged  becausi 
they've  had  to  limit  their  menus  to  hot  dogs  in  response  t 
complaints  that,  as  one  lavi^-er  expresses  it,  "boiled  sausage 
gross  'cause  the  grease  drips  down  your  face." 


unconstitutionally  excessive. 
Instead,  he  let  the  govern- 
ment grab  only  $1.5  million 
worth  of  assets.  The  convic- 
tions are  under  appeal. 


THE  HIGH  COURT 
REBUFFS  RAIDERS 


►  Since  the  U.  S.  Supreme 
Court  upheld  the  constitution- 
ality of  Indiana's  antitakeover 
law  in  1987,  more  than  two 
dozen  state  legislatures  have 
enacted  similar  laws  designed 
to  thwart  out-of-state  raiders. 
On  Nov.  6,  the  high  court 
showed  that  it  has  no  interest 
in  revisiting  the  debate. 
The  justices  refused  to  hear 


a  challenge  to  "Wisconsin' 
law  brought  by  Amanda  Ac 
quisition,  a  Boston  compan; 
trying  to  acquire  Universa 
Foods  of  Milwaukee.  A  fedei 
al  appeals  court  in  Chicag 
had  criticized  the  state  lav 
earlier  this  year  but  did  no 
find  it  unconstitutional. 

The  Wisconsin  law  require: 
buyers  to  have  the  approva 
of  the  target  company's  boan 
of  directors  or  wait  thre< 
years  to  consummate  th< 
deal.  In  practice,  the  law  se 
verely  restricts  unfriendl; 
takeovers.  Many  other  state: 
have  used  Wisconsin's  ap 
proach  as  a  model. 


BIG  BLUE 
GIVES  A  DRAM 


►  IB.M  is  the  main  force  behinc 
U.  S.  Memoi'ies,  the  proposec 
consortium  for  manufacturing 
so-called  dram  computer 
memory  chips,  because  ever 
Big  Blue  worries  that  U.  S 
producers  of  electronic  geai 
are  becoming  too  dependent 
on  Japanese  suppliers.  To  bol 
ster  domestic  chipmaking  stil 
more,  IB.M  on  Nov.  7  licensee 
its  world-class  dra.m  technol 
og\'  to  Micron  Technology' 
the  Boise  (Idaho)  upstart  that 
jumped  into  DRA.Ms  after  most 
U.  S.  makers  fled  that  market 
in  the  early  1980s. 
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Edwin  Lupberger, 
Chairman  and  President, 


Entergy  Corporation 
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THERE'S  A  NEW  ENTE 
IN  MIDDLE  SOUTH  USA. 


Entergy  Corporation  (formerly  Middle  South  Utilities)  has  a 
new  name  -  and  new  vision  for  the  future. 

As  one  of  the  nation's  largest  electric  companies,  we're 
committed  to  using  our  energy  for  the  most  important  job  of  all 
-  building  Middle  South  USA,  the  states  of  Arkansas, 
Louisiana,  Mississippi  and  southeast  Missouri. 
That's  why  we've  created  "Passport  To  Middle  South  USA," 
a  colorful,  informative  kit  that  gives  you  the  facts  about  our  region,  including  every- 
thing from  our  central  location  and  abundant, 
trainable  workforce,  to  our  plentiful  power  and 
progressive  corporate  tax  incentives.  And  it's        ij^^S  c  a 
yours  for  the  asking.  ,  Clltergy 

Put  your  company  right  in  the  center  of  things  COfDOratiOn 
in  Middle  South  USA.  Call  1-800-426-5721  wwi|^w.«  w 

or  send  in  the  attached  reply  card  today  for  your  The  Middle  south  Eiectnc  system 

free  "Passport." 


Entergy 
Corporation 

The  Middle  South  Electric  System 


Companies  within  Entergy  Corporation's  Middle  South  Bectric  System  include  Arkansas  Power  &  Light  Company  Louisiana  : ;  ' 
Power  &  Light  Company,  Mississippi  Power  &  Light  Company.  New  Orleans  Public  Service  Inc. ,  System  Energy  RespUrq&S:  Inc.  . 
and  Entergy  Services,  Inc.  Our  New  York  Stock  Exchange  symbol  is  "ETR; "  our  listing  is  "Entergy "  Our  headquarters: address  /s 
Entergy  Corporation,  P.O  Box  61000,  New  Orleans,  LA  70161.  •  ,gC^"  ■'[\-^l-':f^(rc 


As  children  we  dreamed  of  flying. 
Now  we  live  the  dream. 


Dedication.  Enthusi- 
asm. Training.  Tliat's 
what  it  takes  to 
worl<  for  Northwest. 
We  pride  ourselves 
in  having  the  best.  In  every- 
thing we  do,  our  employees 
are  setting  new  standards  of 
speed  and  efficiency  And  it's 
paying  off.  We're  doing  better 
than  ever  at  getting  you 
where  you're  going,  on  time. 
So  if  you  haven't  flown  with 
us  lately,  you  should.  We're 
making  your  dreams  come 
true.  For  reservations,  call 
your  travel  agent  or  Northwest 
at  1-800-225-2525. 


NORTHWEST  AIRLINES 
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low  FAR  CAN  THE  DEMOCRATS 
tIDE  THIS  WAVE? 


fter  enduring  five  losses  in  the  past  six  elections,  the 
Democratic  Party  still  has  a  long  way  to  go  before  it 
^^^can  be  competitive  in  Presidential  contests.  But  the 
jsults  of  the  1989  off-year  elections  demonstrate  that  in  most 
ate  and  local  races,  the  Democrats  are  still  the  party  to  beat. 

On  Nov.  7,  Democrats  won  Virginia's  governorship  and 
A^ept  all  its  top  elected  posts.  In  New  Jersey,  a  Democrat  was 
lected  governor  and  the  party  regained  control  of  the  state 
ssembly.  Elsewhere,  Democrats  won  bruising  mayoral  con- 
!sts  in  New  York,  Seattle,  and  New  Haven.  And 
sspite  an  all-out  Republican  effort,  Democrats 
on  six  of  eight  special  congressional  elections 
lis  year,  for  a  net  gain  of  one  seat. 

Why  the  boffo  showing  for  a  party  that,  in 
residential  terms,  is  still  wandering  in  the  wil- 
erness?  For  one  thing,  the  most  resonant  issues 
f  1989 — abortion,  the  environment,  controlling 
evelopment — played  into  the  hands  of  the  Demo- 
"ats.  In  both  Virginia  and  New  Jersey,  pro- 
loice  Democrats  put  their  pro-life  opponents  on 
le  defensive  early  with  an  advertising  barrage, 
hat  enabled  them  to  peel  away  women  and 
oung  voters  from  their  GOP  opponents.  "The  Republican  Par- 
!  can't  win  if  it  loses  its  pro-choice  voters,"  says  GOP  analyst 
louglas  L.  Bailey. 

During  the  past  decade,  Republican  candidates  across  the 
ation  hardened  their  opposition  to  abortion.  Since  the  Su- 
reme  Court  changed  the  rules  on  abortion  last  spring,  that 
ction  has  haunted  them.  Democrats  are  finding  that  by  trum- 
eting  their  support  for  "a  woman's  right  to  choose,"  they  can 
plinter  the  GOP  base.  They  have  discovered  that  abortion  is  a 
otent  "wedge  issue,"  similar  to  the  emotional  appeals  on 
rime  and  defense  that  Republicans  have  successfully  used 
gainst  Democrats  for  years. 

In  all  of  their  winning  races.  Democrats  displayed  a  new- 
jund  assurance  with  bare-knuckle  campaigning.  Taking  a  cue 
rom  the  Republicans,  they  put  their  foes  on  the  defensive 
arly  with  tough  negative  TV  spots.  "What's  most  disconcert- 


ing is  that  Democrats  showed  they  have  learned  to  control  the 
agenda  in  campaigns  again,"  laments  William  Lacy,  a  Reagan 
White  House  political  operative. 

The  Democrats  also  were  shrewder  in  coping  with  the  poli- 
tics of  race.  In  Virginia,  a  state  that  is  just  17%  black,  L. 
Douglas  Wilder  became  the  nation's  first  elected  black  gover- 
nor. The  victory  was  razor-thin,  and  Wilder  may  still  face  a 
recount,  but  it  was  an  impressive  win  in  a  state  that  remained 
a  bastion  of  "massive  resistance"  to  desegregation  well  into 
tlie  1960s.  Manhattan  Borough  President  David 
N.  Dinkins  ran  in  a  climate  of  severe  racial  polar- 
ization in  New  York  and  used  his  "healer"  image 
to  emerge  as  the  city's  first  black  mayor-elect. 
INVISIBLE  ALLY.  In  both  cases,  the  victors  ran  on 
platforms  stressing  experience  and  pragmatism. 
Then  there  was  "Jesse  Who?"  When  it  came  to 
one-time  ally  Jesse  Jackson,  both  Wilder  and  Din- 
kins  made  sure  their  controversial  supporter  had 
no  visible  role  in  their  campaigns. 

The  election  results  can  only  buoy  Democratic 
hopes  for  future  gains.  James  J.  Florio's  landslide 
gubernatorial  victory  in  New  Jersey  pulled  along 
enough  Democrats  to  give  the  party  control  of  both  houses  of 
the  legislature.  That  will  allow  Democrats  to  redraw  congres- 
sional districts  in  the  Garden  State  in  1991,  a  severe  blow  to 
the  Republican  Party's  hopes  of  gaining  seats  in  Congress 
through  reapportionment. 

There  are  sobering  lessons  for  the  Republicans  in  the  Blow- 
out of  '89.  At  the  national  level,  the  GOP's  recent  recipe  for 
success  has  been  based  on  Reagan  machismo  and  a  loose 
coalition  of  right-to-lifers,  conservatives,  suburban  yuppies, 
and  blue-collar  ethnics.  Even  under  the  Gipper,  Republicans 
couldn't  get  this  coalition  to  hang  together  in  local  elections. 
And  with  the  Democrats  mastering  GOP  chief  Lee  Atwater's 
art  of  political  jujitsu,  this  year's  drubbing  could  portend  even 
tougher  times  for  the  GOP  in  the  1990  mid-term  elections,  when 
the  party  in  power  traditionally  takes  a  beating. 

By  Douglas  Harbrecht  ayid  Richard  Fly 


lAPITAL  WRAPUPI 


DRUGS 


Bush's  budget  stance  has  drug 
fighters  on  the  warpath.  Federal 
antidrug  efforts  will  lose  about  $750 
million  in  the  across-the-board  spend- 
ing reductions  Bush  accepted  on  Oct. 
16.  Law  enforcement  agencies  lose 
$245  million,  prosecutors  and  judges 
give  up  most  of  their  expected  budget 
increases,  and  plans  to  hire  additional 
personnel  for  the  federal  prison  system 
fall  by  the  wayside.  Drug  czar  William 
J.  Bennett  and  Democrats,  who  passed 
a  bigger  increase  in  antidrug  funding 
than  the  White  House  wanted,  are 
fuming.  But  Bush  is  sticking  with  his 
threat  to  swallow  the  automatic 


Gramm-Rudman  cuts  rather  than  sign 
a  budget  bill  filled  with  phony  deficit 
reductions. 

REGULATORS  

Wendy  Lee  Granim's  term  as 
chairman  of  the  Commodity  Fu- 
tures Trading  Commission  runs  until 
next  April.  But  hints  that  she  may  not 
seek  reappointment  have  set  off  a 
scramble  for  her  job.  Among  the  early 
contenders  are  current  Commissioner 
Kalo  A.  Hineman  and  former  Agricul- 
ture Under  Secretary  Daniel  G.  Am- 
stutz.  Supporters  say  Amstutz,  a  for- 
mer partner  at  Goldman  Sachs,  could 
help  bridge  the  gap  between  Wall 
Street  and  the  commodities  pits. 


ABORTION  POLITICS 


Pro-choice  forces,  emboldened  by  re- 
cent success  at  the  polls,  think 
they  now  may  have  the  muscle  to  end 
a  de  facto  ban  on  human  embryo  re- 
search. Federally  funded  research  us- 
ing embryos  requires  approval  by  a 
government  ethics  board,  but  the  panel 
was  disbanded  in  1980  under  pressure 
from  right-to-life  groups.  Scientists  say 
the  ban  has  hurt  research  in  such  ar- 
eas as  in  vitro  fertilization.  Pro-choice 
advocate  Ted  Weiss  (D-N.  Y.),  chair- 
man of  a  House  Government  Opera- 
tions subcommittee,  is  pushing  a  reso- 
lution urging  the  Administration  to  end 
the  logjam  by  reinstating  the  board. 
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jf  rabbits. 

[f  solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of 
s  thing.  Everybody  would  have  one. 
That's  particularly  true  with  pensions.  Where  things  have 
:ome  so  complex,  few  providers  offer  the  full  range  of  admin- 
"ation,  record-keeping  and  investments  needed  to  operate  a 
xessful  401  (k)  or  retirement  plan. 

Which  brings  us  to  the  CIGNA  companies.  We  have  the  nation's 
gest  network  of  sales  and  service  specialists  whose  sole 
ponsibility  is  to  fulfill  retirement  plan  needs. 
Which  means  our  people  can  be  more  knowledgeable  about 
ar  program.  And  how  it  will  be  affected  by  changing  financial 
iditions  and  regulations. 

What's  more,  they  work  out  of  local  offices,  not  ivory  towers.  So 
y're  available  when  you  need  them. 

Bottom  line:  From  plan  design  to  implementation  and  ongoing 
magement,  we  achieve  the  kind  of  results  that  have  kept  our 
mt  and  asset  retention  rates  consistently  over  93%. 
For  information,  write  Group  Pensions,  Dept.  RE,  1600  Arch 
,  Philadelphia,  PA  19103. 

You'll  discover  we  have  a  lot  of  answers  in  our  briefcase.  And 
solutely  nothing  up  our  sleeve. 


We  get  paid  for  results? 


CIGNA 


EAST  GERMANYI 


UP  AGAINST  THE  WALL 
IN  EAST  BERLIN 

Onlv  free  elections  are  likelv  to  stem  the  exodus  to  the  West 


The  .-icerie  is  East  Berli/y.  Xovembir. 
1990.  As  rdght  falls,  the  tallies  start 
coming  in  on  the  first  free  elections 
ever  held  in  East  Germany.  A  re- 
fonned  Communist  Party  pulls  in 
only  2(f'<  of  the  vote,  u  hile  the  Social 
Democrats  take  40"^-  Jubilant  throngs 
pour  acrrj.is  ike  now-open,  border  uith 
West  Berlin  to  celebrate  in  that  city's 
.su-ank  clubs  and  bar's.  Thcree  days  lat- 
er, headlines  announce  that  half  of  the 
■370,000  Soviet  troops  .'stationed  in  East 
Germany  will  go  home. 


T 


his  scene  may  riot  come  to  pass. 
But  for  East  German  leader  Egon 
Krenz.  rapidly  escalating  unrest 
and  the  massive  hemorrhage  of  ISO/X/i 


refugees  nov.-  make  it  a  plausible  out- 
come. One  of  Eastern  Europe's  statm- 
chest  hardline  Commimist  governments 
is  on  its  knees.  Nothing  short  of  free 
elections  is  likely  to  stem  the  exodus 
to  the  West  or  persuade  \itriolic  protest- 
ers to  start  rebuilding  a  crumbling  econ- 
omy. "The  current  dialogue  isn't  the 
main  course,  it's  the  appetizer."  insists 
Jens  Reich,  co-founder  of  Xevr  Forum, 
the  strongest  opposition  group  in  East 
Germany. 

Mo\ing  quickly.  Krenz  sacked  half  the 
Politbiiro  on  Nov.  8  in  order  to  give  re- 
formers a  chance.  The  new  chief  of  me- 
dia. Giinter  Schabowski.  announced  that 
the  party-  would  consider  free  elections. 
Krenz  also  promised  to  loosen  travel  re 


stnctions  and  create  a  real  court  system  ' 
Such  changes  may  be  too  little,  toe . 
late.  East  Germans  have  discovered  thai  l 
they  hold  the  p':''':t:':-al  trump  card.  A=  - 
Hungan"  openc  lers  and  thou- - 

sands  of  refuge--  ;  r  .  :o  West  Germa- v 
ny,  the  lifeblood  of  East  Germany's  la-  ■ 
bor  force  drained  away.  From  Leipzig  tc : 
East  Berlin,  a  critical  labor  shortage : 
now  has  policemen  dri\ing  buses  anc  \ 
acting  as  orderlies  in  hospitals.  Workers  ; 
are  forced  to  put  in  double  shiifts  to  keep  l 
factories  running,  and  airline  pilots  anc  :. 
doctors  are  iisappearing.  ,~ 
PARTY  PRESSURE.  Already,  minor  coali  r 
tion  parties,  long  subservient  to  the 
Communists,  are  in  open  revolt.  Mass 
resignations  of  partj"  hacks  have  put  re-  ^ 
formers  in  key  positions  from  local  part}  \\ 
organizations  to  the  9-million-strong  ; 
East  Gem-iu:        ;■  union.  Not  only  are  \ 
small  but  .  -  nt  parties  forming  ... 

fast,  but  ProtcstarrL  churches,  represent-  ^ 
ing  -5  nullion  of  the  countn.'"s  16  million  L 
citizens,  are  placing  a  crucial  role  as  t 
advocates  of  radical  political  reform.  »^ 
The  crisis  is  putting  intense  pressure  f. 
on  Krenz  and  the  new  leadership  tc  ; 
agree  to  free  elections  as  early  as  mid- : 
1990.  Partj-  officials  may  tr\-  to  resen"f 
seats  in  the  new  govemm.ent  for  ther. 
selves.  as  the  Poles  and  .Soviets  havc 
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ut  with  Hungary  gearing  up  for  elec- 
ons  next  spring,  opposition  leaders 
[•obably  won't  accept  only  partially  free 
ections.  Given  a  free  vote,  it  is  almost 
;rtain  that  East  Germans  would  quick- 
•  boot  the  Communists  out  of  office. 
Developments  in  Poland  and  Hungary 
ive  telescoped  the  process  of  change  in 
ast  Germany  by  forging  the  first 
jaceful  paths  from  one-party  rule  to 
^mocracy.  Given  the  stunning  speed  of 
lange,  Krenz  himself  could  be  shunted 
iide  in  the  weeks  ahead  by  younger, 
lOre  reform-minded  Politbiiro  members 
ich  as  Dresden  party  leader  Hans  Mo- 
*ow,  who  on  Nov.  8  was  appointed 
rime  Minister.  That  outcome  is  almost 
;rtain  if  Krenz  is  unwilling  to  consider 
•ee  elections.  "Krenz  will  be  lucky 
he  lasts  until  the  next  Party  Congress 
ti  May],"  asserts  Claudia  Wormann,  se- 
lor  researcher  at  Cologne's  East  Com- 
littee  of  the  German  Economy,  a  think 
ink. 

ivviNG  SOCIAL  NET.  Change  doesn't  stop 
ith  domestic  politics.  As  East  Germans 
ress  to  junk  their  socialist  dictatorship 
I  favor  of  democracy,  the  stable  post- 
ar  division  of  Europe  is  fading  fast.  In 
s  place  looms  a  large  and  powerful  re- 
tiited  Germany  of  80  million  people  and 
f)  economy  of  $1.4  trillion.  "The  first 
:age  of  change  in  East  Germany  is  re- 
)rm,  but  it  will  inevitably  lead  to  re- 
nification.  This  is  the  post- Yalta  Eu- 
)pe,"  says  Anthony  Polansky,  an  East 
urope  expert  at  the  London  School  of 
conomics. 

That  startling  possibility  has  stunned 
uropean  leaders,  including  West  Ger- 
lan  Chancellor  Helmut  Kohl,  and  sent 
lem  scrambling  to  form  new  policies  to 
leet  the  long-dormant  reunification 
uestion.  One  solution:  pushing  for  fast- 
f  integration  of  the  European  Commu- 
ity.  A  reunified  Germany  would  be  less 
ireatening  if  it  were  included  in  a  Unit- 
d  States  of  Europe,  where  the  need  to 
Dive  problems  collectively  might  damp- 
n  any  rising  German  nationalism.  The 
;ush  Administration  is  giving  tacit  sup- 
ort  to  unification  of  the  two  Germanys 
ut  sees  it  as  a  longer-term  goal.  Soviet 
;ader  Mikhail  S.  Gorbachev  still  sup- 
orts  a  separate  East  Germany  but  has 
aid  he  won't  interfere  with  any  changes 
1  Eastern  Europe. 

Both  East  and  West  Germany  want  to 
tern  the  massive  outflow  of  refugees  so 
[renz  can  begin  tackling  reform.  Al- 
eady,  the  huge  exodus  is  straining 
^est  Germany's  housing  and  employ- 
lent  capabilities  and  is  stirring  social 
ensions.  Although  East  Germany  will 
ave  to  embrace  some  degree  of  market 
eforms,  many  fear  the  harshly  competi- 
ive  environment  of  the  West  and  hope 
0  stitch  together  market  mechanisms 
nth  a  broader  social  net  than  West  Ger- 
nany's.  "I  can  imagine  a  coalition  be- 


tween a  changed  Communist  Party  and 
Social  Democrats  ruling  well  together," 
says  Bruno  Schoch,  an  East  German 
specialist  at  the  Peace  Research  Insti- 
tute in  Frankfurt. 

Unlike  Hungary  and  Poland,  East 
Germany  has  a  sympathetic  and  rich 
neighbor  to  help  it  out.  Kohl  has  already 
promised  Krenz  massive  aid  if  East  Ger- 
many embraces  reform.  Another  area  of 
cooperation  Kohl  and  Krenz  already  see 
eye-to-eye  on  is  preserving  East  Germa- 


ny's special  tariff-free  trade  status  with 
West  Germany  and  building  closer  ties 
to  the  EC  as  1992  approaches. 

With  the  opening  up  of  vast  markets 
in  Eastern  Europe  and  possible  reunifi- 
cation of  the  two  Germanys,  a  new  era 
has  begun.  "There's  no  turning  back," 
Krenz  said  in  a  Nov.  4  speech.  But  he 
never  imagined  he  would  travel  so  far, 
so  fast. 

By  Gail  E.  Schares  in  Bonn,  with  bureau 
reports 


JAPAN  I 


THE  Rx  FOR  JAPAN'S 
DRUG  COMPANIES:  AMERICA 


U.S.  acquisitions  provide  technology,  sales  forces,  and  a  foreign  toehold 


Br  BUYING  GEN-PROBE,  CHUGAI  BECAME  AN  AIDS  PIONEER 


While  Japan's  auto  and  electron- 
ics companies  stormed  foreign 
markets  during  the  past  three 
decades,  its  drug  companies  were  con- 
tent to  stay  at  home,  living  well  off  the 
lucrative  $35  billion  domestic  market. 
Now,  squeezed  by  price  curbs  and  com- 
petition from  foreign  rivals,  Japanese 
pharmaceutical  makers  are  looking  for 
new  profit  sources  in  the  U.  S. 

Japan's  drugmakers  are  hardly 
strangers  to  the  U.  S.  For  years,  they 
have  been  quietly  forging  joint  ventures 
with  U.  S.  companies  to  develop  and 
market  drugs.  Now,  they  are  growing 


)older.  On  Oct.  30,  Chugai 
Pharmaceutical  Co.  agreed  to 
pay  $100  million  for  San  Die- 
go's Gen-Probe  Inc.,  a  leading 
biotechnology  company.  In 
September,  Fujisawa  Pharma- 
ceutical Co.,  Japan's  fourth- 
largest  drugmaker,  offered 
$765  million  for  Lyphomed 
Inc.,  of  Rosemont,  III,  which 
sells  injectible  drugs  to  hospi- 
tals. Earlier  this  year,  Japa- 
nese drug  companies  acquired 
health  food  purveyor  Shaklee 
Corp.  and  Pharmavite  Corp., 
which  .sells  vitamins  and  skin- 
care  [jroducts. 

LIMITED  APPETITE.  The  buying 
binge  is  likely  to  continue. 
Pressure  to  internationalize  is 
intensifying,  and  foreign  ac- 
(luisitions  offer  a  tempting 
shortcut.  Several  Japanese 
drugmakers  are  said  to  be 
shopping  for  small  and  mid- 
size U.  S.  pharmaceutical  and 
biotech  companies.  "They're 
behind  in  some  areas  [of  tech- 
nology] and  they  need  to  build 
sales  networks  in  the  U.  S.," 
says  analyst  Mitsuo  Ohmi  at 
J  Barclays  de  Zoete  Wedd  Secu- 
rities (Japan)  Ltd.  Analysts  doubt  that 
the  Japanese  will  try  to  swallow  one  of 
the  big  U.  S.  makers.  Meshing  the  cul- 
tures would  be  too  difficult,  and  finding 
a  friendly  company  would  be  almost  im- 
possible, according  to  Hemant  K.  Shah, 
an  industry  consultant  with  HKS  &  Co.  of 
Warren,  N.J. 

In  Gen-Probe,  Chugai  gets  access  to 
top-notch  genetic-probe  technology  used 
in  diagnostic  tests  for  cancer  and  infec- 
tious diseases.  The  two  companies  first 
joined  forces  18  months  ago,  when  Chu- 
gai agreed  to  supply  $15.5  million  in  re- 
search funds  over  five  years  in  return 
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for  rights  lo  sell  Gen-Probe's  products  in 
Asia.  For  Gen-Probe,  the  acquisition  en- 
sures funding  for  product  development, 
including  a  diagnostic  test  for  AIDS. 

By  raising  its  30'/f  stake  in  Lyphomed 
to  total  ownership,  Fujisawa  adds  120 
salespeople  to  its  150-strong  existing 
U.  S.  sales  force.  Fujisawa  may  also  use 
Lyphomed's  three  U.  S.  factories  to  man- 
ufacture its  own  drugs.  Lyphomed's 
sales  in  1988  were  $128  million. 
SEVERED  LINKS.  Japanese  drugmakers' 
eagerness  to  boost  foreign  sales  results 
in  part  from  cuts  in  drug  reimburse- 
ments at  home  by  the  national  health 
insurance  plan.  Prices  for  drugs  have 
been  halved  in  10  years,  trimming  profit 
margins.  At  the  same  time,  deregulation 
allowed  U.  S.  and  European  drugmakers 
to  shed  their  domestic  partners  in  Japan. 
Many,  including  Johnson  &  Johnson  and 
Schering-Plough  Corp.,  are  building  or 
expanding  local  sales  forces.  The  upshot 
is  not  only  more  competition  but  also  a 
dwindling  supply  of  new  products  from 
abroad  for  Japanese  drugmakers  to  sell. 
"To  compete  in  the  1990s,  they  have  no 
choice  but  to  internationalize,"  says 
Kyle  Murphy,  president  of  KMG,  a  phar- 
maceutical consultant  in  Tokyo. 

So  far,  Japan's  pharmaceutical  compa- 
nies haven't  done  much  exporting.  Over- 
seas sales  earn  less  than  lO'-!  of  total 
revenues  for  most  Japanese  pharmaceu- 
tical companies,  compared  with  one-third 
or  more  for  U.  S.  drugmakers.  One  rea- 
son: The  Japanese  haven't  bothered  to 
conform  to  foreign  testing  standards, 
says  Henry  Wendt,  chairman  of  Smith- 
Kline  Beecham  Corp.  Imports  account 
for  307'  of  all  prescription  drugs  sold  in 
Japan,  the  only  major  industrial  nation 
with  a  pharmaceutical  trade  deficit. 

But  research  teams  for  Japanese  drug 
companies  are  starting  to  turn  out  po- 
tential money-makers  with  global  ap- 
peal. The  most  successful  so  far — with 
worldwide  sales  of  about  $600  million 
last  year — is  a  heart  drug  made  by  Tan- 
abe  Seiyaku  Co.  and  marketed  as  Cardi- 
zem  in  the  U.  S.  by  Marion  Laboratories 
Inc.  '"There's  no  question  that  the  Japa- 
nese pharmaceutical  industr>'  will  start 
pumping  out  important  new  drugs," 
says  P.  Roy  Vagelos,  chairman  of  Merck 
&  Co.,  the  world's  leading  drugmaker. 

But  the  Japanese  have  far  to  go  to 
catch  up  with  U.  S.  and  European  multi- 
nationals. Japan's  biggest  pharmaceuti- 
cal company,  Takeda  Chemical  Indus- 
tries Ltd.,  ranks  sixth  worldwide  and  is 
the  only  Japanese  company  in  the  global 
top  10.  Still,  sawy  U.  S.  drugmakers 
can't  afford  to  rest  on  their  laurels.  Ja- 
pan's auto  and  electronics  companies 
were  once  puny,  too. 

By  Amy  Borrtis  in  Tokyo,  with  Joseph 
Weber  in  Philadelphia 


Commentary /by  Robert  Neff 

AND  NOW,  ANOTHER  FORM  OF 
JAPANESE  HARDBALL:  LOWBALL  PRICING 


The  timing  couldn't  have  been  bet- 
ter— or  worse,  depending  on 
which  side  of  the  table  you  found 
yourself.  About  a  week  before  U.  S. 
and  Japanese  negotiators  met  in  Wash- 
ington on  Nov.  6  for  another  round  of 
intensive  trade  talks,  the  news  broke. 
Japan's  top  computer  maker,  Fujitsu 
Ltd.,  admitted  it  had  won  a  contract  to 
design  a  computer  system  in  Hiroshi- 
ma by  bidding  1  yen,  or  0.7$.  Fujitsu's 
strategy  was  to  give  away  the  design 
job  in  hopes  of  getting  the  inside  track 
for  the  city's  equip- 
ment purchases. 

Other  such  cases 
of  giveaway  pricing 
quickly  came  to  light. 
Earlier  in  October,  Fu- 
jitsu and  NEC  Corp. 
had  both  bid  1  yen  to 
design  a  library  com- 
puter system  in  Na- 
gano Prefecture.  They 
drew  straws,  and  Fu- 
jitsu won.  In  July,  Fu- 
jitsu had  won  a  similar 
contract  with  a  bid  of 
10,000  yen,  or  $71.43. 
And  two  years  ago, 
Fujitsu  and  another 
company  had  bid  1 
yen  each  to  design 
a  telecommunications 
system  in  Wakayama 
Prefecture.  Fujitsu  won  when  they 
drew  lots. 

If  there  was  ever  any  doubt  that 
things  work  differently  in  Japan,  this 
should  dispel  it.  Japanese  companies 
figure  that  once  they  have  bought 
their  way  into  a  relationship,  they  will 
enjoy  a  lifetime  of  orders.  As  a  result, 
they  don't  mind  giving  away  short- 
term  business  and  dividing  up  the  bid- 
ding with  their  Japanese  rivals.  Win- 
ning business  this  way  is  a  sure  way  to 
hype  market  share,  the  be-all  and  end- 
all  of  Japanese  commercial  strategy. 

As  American  negotiators  begin  to 
peel  away  the  layers  of  Japan's  domes- 
tic business  practices,  they  are  starting 
to  realize  the  onion  has  no  center.  They 
would  like  to  dismantle  Japan's  distri- 
bution system,  exclusionary  business 
practices,  land-use  policies,  and  other 
structural  barriers  to  trade.  But  the 
latest  revelations  indicate  that  even  if 


all  these  barriers  were  removed,  for- 
eigners would  still  find  themselves 
competing  against  rigged  bids  aimed  at 
achieving  ver>'  long-term  gains. 

The  lesson  applies  not  only  to  Japan 
but  also  to  the  U.  S.  In  supercom- 
puters, where  Japan  is  trymg  to  estab- 
lish a  toehold  in  the  U.  S.  and  where 
discounting  is  extreme,  "the  Japanese 
supercomputer  industry  will  enter  the 
U.  S.  market  the  same  way  it  approach- 
es its  own  marketplace,"  predicts  John 
Stern,  vice-president  of  the  American 
I  Electronics  Assn.'s  To- 
kyo  office. 
■^^^^  Lowballing  bids  is 
only  one  kind  of  price 
distortion  in  Japan,  of 
course.  Where  the 
government  enforces 
price  floors,  as  it  does 
in  such  industries  as 
airlines,  insurance,  ag- 
riculture, and  fertiliz- 
er, the  Japanese  divide 
up  the  business  in  car- 
tels. These  groupings 
prevent  newcomers 
from  entering  the 
competition. 
'HUGE  TROUBLE.'  Ja- 
pan's Fair  Trade  Com- 
mission is  now  investi- 
gating whether  Fu- 
jitsu and  NEC  broke 
any  laws.  But  the  feeble  FTC  is  unlikely 
to  go  beyond  issuing  a  warning.  Fu- 
jitsu President  Takuma  Yamamoto  did 
get  summoned  to  the  Ministry  of  Inter- 
national Trade  &  Industry  for  a  scold- 
ing, and,  without  admitting  wrongdo- 
ing, he  apologized  "for  having  caused 
huge  trouble"  with  bids  "contrarj^  to 
common  sense."  But  few  believe  the 
practice  will  come  to  a  screeching  halt 
The  result  is  that  foreign  companies 
often  don't  compete  in  Japan.  Joseph 
M.  McFatridge,  general  manager  of 
Wang  Computer  Ltd.  in  Tokyo,  says  he 
won't  consider  bidding  on  government 
contracts  because  he  cannot  wait  for  a 
possible  payoff  years  down  the  road. 
As  the  U.  S.  settles  into  another  long 
round  of  trade  bargaining,  it's  becom- 
ing apparent  that  no  matter  how  many 
barriers  get  knocked  down,  Japan  will 
somehow  remain  a  world  apart,  with 
limited  opportunities  for  newcomers. 
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FREE  REPORTS  FROM  28 
OF  THE  FASTEST-GROWING 
COMPANIES  IN  AMERICA 


The  exceptional  growth  companies  listed  alphabetically  below  want  you  to  know  more  about  them. 
Simply  complete  the  attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded 
company  was  screened,  using  data  provided  by  Standard  &  Poor's  Compustat  Services,  Inc.,  to  determine 
the  top  growth  companies  in  America  invited  to  appear  in  this  listing. 

Invited  companies  ranged  in  size  from  a  few  of  the  giants  of  corporate  America  to  emerging  growth 
companies  with  sales  of  at  least  $3  million.  All  companies  were  screened  for  exceptional  long-term 
sales  growth,  recent  growth  trends,  size  and  stock  price — none  under  $2.00  per  share. 

Only  18%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  eligible  to  make 
this  free  offer  of  investor  information.  Twenty-eight  of  these  exceptional  companies  appear  below. 

The  GNI  Group,  Inc. 

turnkey  hazardous  waste  services 

Health  Images,  Inc. 

magnetic  resonance  imaging  services 

HEALTHSOUTH  Rehabilitation  Corporation 

sports  med..  work  and  head 'spine  rehab. 

International  Game  Technology 

world's  largest  manufacturer  of  slot  machines 

ISI  Systems,  Inc. 

software  / systems  for  insurance  industry 

JWP  Inc. 

technical  services 

The  MacNeal-Schwendler  Corporation 

computer-aided-engineering  software 

Network  General  Corporation 

LAN  analyzer  tools 

The  Office  Club,  Inc. 

office  products  retailer 

Parker  Hannifin  Corporation 

vital  technologies  for  motion  control 

Sikes  Corporation 

ceramic  tile  manufacturer 

Teradata  Corporation 

high  performance  database  mgt.  computer  systems 

Weitek  Corporation 

VLSI  solutions  for  numeric-intensive  problems 

WTD  Industries,  Inc. 

America's  fastest-growing  producers  of  lumber 


1. 

Adia  Services,  Inc. 

personnel  services 

15 

2. 

Altera  Corporation 

semiconductors  and  development  tools 

16 

3. 

American  Software,  Inc. 

develop  and  market  application  software 

17 

4. 

Anacomp,  Inc. 

information  processing 

18 

5. 

Anadarko  Petroleum  Corporation 

natural  gas/oil  exploration  &  production 

19 

6. 

Applied  Materials,  Inc. 

worldwide  supplier  of  wafer  fab.  equipment 

20 

7. 

ARIX  Corporation 

multi-processor,  UNIX  super  minicomputers 

21 

8. 

Ashland  Coal,  Inc. 

mining  &  marketing  of  low  sulfur  coal 

22 

9. 

BMC  Software,  Inc. 

mainframe  computer  systems  software 

23 

10. 

Cannon  Express,  Inc. 

truckload  trans,  o  f  general  commodities 

24 

11. 

CONMED  Corporation 

manufacturer  —  medical  devices 

25 

12. 

DFSoutheastern,  Inc. 

thrift  holding  company 

26 

13. 

Echlin  Inc. 

motor  vehicle  replacement  parts 

27 

14. 

Genus,  Incorporated 

leading  manuf.  of  advanced  IC  equipment 

28 

Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  infomiation  mailed  promptly.  Deadline  for  response  12/22/89. 


12  3  4  5  6  7  8  910  11 

15  16  17  18  19  20  21  22  23  24  25 
My  primary  interest  in  these  companies  is  as  a  (circle  one): 
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C.  Securities  Sales  Manager 
G.  Other 


A.  Private  Investor  B.  Stockbroker 

E.  Portfolio  Manager  F.  Investment  Club  Member 

□  Our  publicly  traded  company  may  L/ualify  for  your  future  ads.  Please  contact  us  regarding  your  ne.xt  program 
Name   Title  


D.  Securities  Analyst 


Company. 
City  


Street 
State - 


Zip- 


Return  Coupon  to:  NATIONAL  CORPORATE  SERVICES,  INC.  •  7995  E.  HAMPDEN  AVE..  SUITE  205  »  DENVER.  CO  80231 

<C'  National  Corptirate  Services.  Im.  National  Corporate  Services^"'^  is  the  tTitiinainr  and  sponsor  ot  the  h u\ii-\i-Gtt>\\  im;  Conipanu-s  in  Anu  rn  ,j  Pn'i;>uni  and  is  not  atliliaied  with,  or 
sponsored  by.  Business  Week,  or  Standard  &  Poor's  Compusial  Services,  Inc 
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SOUTH  KOREA  I 


KOREA'S  POWERHOUSES 
ARE  UNDER  SIEGE 


The  chaebol  face  gi'owing  resentment — but  they  may  emerge  tougher 


In  South  Korea's  national  assembly, 
it's  almost  a  daily  ritual:  The  dele- 
gates passionately  debate  how  to 
curb  the  power  of  the  country's  40  or  so 
domineering  conglomerates,  called  chae- 
bol. Newspaper  headlines  scream: 
"There  the  chaebol  go  again!" — whether 
it's  a  scandal  over  tainted  food  or  rising 
land  prices. 

Animosity  toward  Korea's  chaebol, 
most  of  them  family-owned  and  operat- 
ed, is  mounting.  For  years,  the  giant 
companies  were  the  government's  main 


ing  disparity  in  incomes  between  work- 
ers and  bosses  and  a  lack  of  entrepre- 
neurs. Ever-louder  demands  for  reform 
have  pushed  President  Roh  Tae-Woo 
into  a  face-off  with  the  powerful  chaebol 
chieftains.  "Excessive  concentration  of 
economic  power  by  a  few  conglomerates 
in  the  hands  of  families  is  causing  social 
and  political  problems,"  says  Park  You- 
Kwang,  assistant  minister  for  fair  trade 
at  the  Economic  Planning  Board. 
Counters  Kang  Jin-Koo,  vice-chairman 
of  South  Korea's  giant  Samsung  Group: 


SOUTH  KOREA'S  TOP  10 


Company 


1988  soles 

Billions  of  dollars 


Products 


SAMSUNG 

$31.0 

Electronics,  semiconductors,  aerospace,  food,  machinery, 
apparel,  trading,  insurance,  advertising 

HYUNDAI 

27.8 

Construction  services,  autos,  shipbuilding,  electronics, 
heavy  machinery,  furniture,  trading,  insurance, 
advertising 

LUCKY-GOLDSTAR 

22.8 

Electronics,  semiconductors,  telecommunications,  oil  and 
petrochemicals,  chemicals,  trading,  insurance, 
advertising 

DAEWOO 

15.2 

Electronics,  machinery,  auto  parts,  shipbuilding, 
aerospace,  trading,  financial  services 

SUNKYONG 

9.3 

Oil  refining,  petrochemicals,  polyester  products 

SSANGYONG 

6.3 

Cement,  auto  parts,  machinery,  trading,  financial  services 

HYOSUNG 

4.2 

Trading 

HANJIN 

4.1 

Transportation 

KIA 

3.7 

Auto  parts 

KOREA  EXPLOSIVES 

3.4 

Petrochemicals,  advertising,  financial  services 

DATA.  BANK  OF  KOREA 

instrument  of  economic  development,  al- 
lowed to  move  unfettered  into  a  panoply 
of  businesses.  Today,  they  represent 
nearly  157'  of  the  country's  gross  nation- 
al product.  Working  under  protectionist, 
authoritarian  regimes  since  the  1950s, 
the  chaebol  never  had  to  worry  about 
unions,  access  to  capital  and  resources, 
or  foreign  competition.  Led  by  Samsung, 
Hyundai,  Daewoo,  and  Lucky-Goldstar, 
the  chaebol  became  synonymous  with 
Korea's  achievements  as  an  awesome 
export  machine  in  just  three  decades. 

But  in  many  ways,  things  have  never 
been  worse  for  the  chaebol.  Koreans 
have  long  chafed  at  the  conglomerates' 
stranglehold  on  the  country's  wealth. 
Now,  an  increasingly  vocal  public  sees 
them  as  the  culprits  for  many  of  the 
nation's  economic  ills,  including  a  grow- 


"We're  seen  as  the  source  of  all  econom- 
ic and  social  evils." 

The  government  still  depends  on  the 
chaebol  to  manage  vast  sectors  of  the 
economy,  from  auto  production  to  mem- 
ory chips.  And  it  is  relying  on  the  con- 
glomerates to  keep  growth  going  while 
they  struggle  with  strikes  from  newly 
{}ermitted  unions  and  stagnating  exports 
from  a  sharp  a]3preciation  of  the  coun- 
try's currency,  the  won. 
PLANES  AND  CHIPS.  Under  fire  at  home, 
the  chaebol  are  looking  increasingly  to 
production  abroad.  A  rapid  restructuring 
is  under  way  that  could  transform  the 
companies  from  mere  exporters  into 
true  multinationals.  They  are  already 
major  international  players  in  consumer 
electronics  and  auto  parts  and  compo- 
nents. Now  they  could  become  even 


fiercer  competitors  on  a  number  ol| 
fronts. 

Across  the  board,  companies  are 
streamlining  operations  and  automating. 
Known  chiefly  for  low-cost,  down-mar- 
ket products,  the  chaebol  hope  to  push 
Korea  out  of  the  ranks  of  the  newly 
industrialized  countries.  They  are  mov- 
ing into  more  profitable  production  oi 
aerospace  and  aircraft  parts,  office  and 
factory-automation  gear,  and  memory 
chips.  As  they  plow  money  into  new  pro- 
duction and  new  acquisitions,  the  chae- 
bol hope  to  mimic  Japan's  dazzling  cor- 
porate transition  in  the  1970s. 

Their  strength  abroad  will  help  as 
they  confront  an  increasingly  hostile  cli- 
mate at  home.  President  Roh  has  begun 
to  drive  harder  bargains  with  the  giants, 
trying  to  undercut  their  status  as  the 
largest  shareholders  in  almost  every  Ko- 
rean bank.  By  some  estimates,  tb 
founders  and  their  offspring  hold  as 
much  as  55%  of  the  chaebol's  total  inter- 
ests— and  can  use  their  power  to  get 
easy  credit 

SQUID  AND  KIMCHI.  The  chaebol's  pen- 
chant for  controlling  every  type  of  busi- 
ness also  limits  competition  and  opportu- 
nities for  small  and  medium-size 
companies.  When  refrigerator  imports 
were  liberalized  last  year,  for  example, 
Daewoo,  Samsung,  and  Goldstar  locked 
up  the  distribution  and  put  them  on  sale 
for  several  times  their  landed  price.  The) 
chaebol  even  control  the  local  markets 
for  squid  and  kimchi  pickles. 

So  when  Daewoo  Chairman  Kim  Woo- 
Choong  came  pleading  for  a  bailout  of 
his  near-bankrupt  shipyard  this  year,  the 
government  agreed  to  help  only  if  he 
would  sell  off  four  affiliates  and  $225 
million  of  his  own  equity  in  Daewoo  Se- 
curities, his  most  profitable  business. 
The  government  also  is  squeezing  credit, 
in  part  to  force  the  chaebol  to  sell  new 
shares  and  loosen  their  grip.  "The  share 
of  big  conglomerates  in  the  total  econo- 
my should  decline,"  says  Lee  Hyung- 
Koo,  vice-minister  of  the  Economic  Plan- 
ning Board. 

Credit  restrictions  are  already  crimp- 
ing cash  flow.  In  May,  Hyundai  Motor 
Co.  couldn't  meet  its  payroll  for  several 
days,  while  other  chaebol  recently  had 
trouble  meeting  repayments  on  short- 
term  loans.  Such  troubles  are  raising  the 
hackles  of  chaebol  brass,  who  vilify  Roh 
and  his  government  as  anti-big  business. 
"The  economic  costs,  in  terms  of  slower 
growth  and  high  unemployment,  will 
force  the  government  to  pay  a  high  po- 
litical price,"  warns  Cha  Dong-Se,  presi- 
dent of  Lucky-Goldstar's  Economic  Re- 
search Institute. 

Yet  the  chaebol  have  only  exacerbated 
the  tension,  doing  little  to  curb  excesses. 
While  grumbling  that  the  credit  cruneb 
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R)|?£/6M  0\L :  IT'S  A  SMAP 


It  would  be  all  too  easy  to  meet 
our  increasing  electricity  de- 
mand with  foreign  oil.  How- 
ever^  we  already  import  nearly 
50  percent  of  all  the  oil  we  use, 
an  excessive  dependence  that 
could  trap  us  again. 

But  the  more  we  use  nuclear 
energy  instead  of  oil,  to  generate 
electricity,  the  less  we  have  to 
rely  on  foreign  oil.  Our  112  nu- 
clear electric  plants  already  have 


cut  foreign  oil  dependence  by 
4  billion  barrels  since  the  oil 
embargo  of  1973,  saving  us 
more  than  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

We  can  help  America  avoid  the 
foreign  oil  trap  and  maintain 
our  energy  independence  by 


relying  more  on  our  own  re- 
sources, like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to 
the  U.S.  Council 
for  Energy  Aware- 
ness, P.O.  Box 
66103,  Dept. 
BT26,  Washing- 
ton, D.C.  20035. 

US.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 


©1989  USCEA 


KID  STUFF. 


Youi  competition  isn't  playing  games.  That's  why  when  you 
need  to  get  a  pictuie  of  their  latest  entry  in  the  market  onrj  show 
it  fast,  there's  no  better  way  to  do  it  than  to  xop  it.  With  the 
Canon  Xop  Shot  camera. 

Canon  Xop  Shot  is  instant  video  photography 
As  soon  as  you  take  a  xapshot,  you  can  show  it  on  TV. 
No  wait  for  developing.  And  no  film-Xap  Shot  uses 
2"  floppy  disks  to  record  50  xapshots.  That  means  you 
con  store  over  5000  images  in  a  space  smaller  than  a 
shoe  box.  And  Xop  Shot's  Hi-Band  technology  means  every 
one  of  ttiese  images  will  be  of 


optimum  quality. 


iniun  USA  ln(  ,  One  Conon  ?\aia.  loke  Success,  NY  11042 
i  )?89  (uiKiri  U  S  A  Inc  TV  imoge  is  simuloled 


[nioy  eosy  extended  poymenis  with  the  Conon  Ciedit  Cord 
fcl  fof  detoik  ot  poiticipoting  Conon  deoleis  ond  tetoilers 

li  Svijiiable  only  in  U  S 


Xap  Shot  is  perfect  for  presentations.  For  sales  demonstrations. 
And  OS  0  source  for  desktop  publishing  and  computer  graphics, 
n  fact,  there  ore  as  many  ways  to  use  Xap  Shot  as 
there  are  kinds  of  businesses. 

Xap  Shot  IS  easy  to  use;  it's  the  only  camera 
of  its  kind  ttiat  doesn't  need  o  playback  adapter. 
With  program  auto  exposure,  auto  flash, 
auto  white  bolance  ond  a  self-timer,  Xop  Shot  is 
completely  automatic.  Best  of  oil,  if  you  don't  like  a  shot, 
you  can  erase  and  record  over  it.  No  waste. 

Canon  Xap  Shot.  Business  never  looked  better. 
221-3333,  ext.  706  for  your  nearest  Xop  Shot  dealer. 

Canon 

Photography  for  the  video  generation. 
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ikes  investment  impossible,  such 
oups  as  Hyundai  and  Hanjin  are  un- 
r  investigation  for  alleged  illegal  land 
eculation.  Korea  Air  is  buying  into  a 
■hole  golf  course  in  Yeoju,  southeast 

Seoul  and  trying  to  get  the  govern- 
?nt  to  approve  its  purchase  of  the  Los 
igeles  Airport  Hilton  Hotel  &  Towers, 
le  government  has  tightened  up  some 

the  companies,  says  Lee  Kyu-Uk,  a 
nior  fellow  at  the  Korea  Development 
stitute,  but  he  describes  the  approach 

shifting  from  a  "preferential"  to  a 
)re  "neutral"  posture  toward  the  chae- 

I  rather  than  a  tough  crackdown. 
Some  chaebol  leaders  recognize  the 
id  they  are  in.  For  one  thing, 
jrea  can  no  longer  compete 
)rldwide  in  low-cost  products.  Its 
3nthly  wages,  unadjusted  for  in- 
ition,  rose  by  W/"  in  the  past 
0  years,  to  an  average  of  $634. 
)ur  overall  labor  costs  are  now 
^her  than  Taiwan's  and  just  as 
yh  as  Australia's,"  says  Kwon 
oon-Koo,  executive  vice-presi- 
nt  of  Lucky-Goldstar  Group, 
id  work  stoppages  this  year  led 
$4.5  billion  worth  of  production 
3ses.  During  the  first  nine 
Dnths  of  1989,  Korea's  exports 

II  more  than  5%  in  real  terms, 
d  the  trade  balance  is  barely  in 
e  black. 

In  response,  Samsung  and  Gold- 
ar  are  shifting  assembly  of  such 
iv-end,  labor-intensive  products 

radios  and  black-and-white  TVs 
low-wage  Thailand  and  the  Phil- 
pines.  Both  companies  aim  to 
inerate  20%  of  their  sales  from 
f shore  plants  by  1992.  The  chae- 
'l  are  also  opening  plants  in  the  U.  S. 
id  starting  to  produce  microwave  ov- 
is  and  vcRs  in  Europe,  which  has  been 
acking  down  hard  on  alleged  Japanese 
id  Korean  dumping. 
The  Koreans  are  also  starting  to  buy 
reign  companies  at  a  faster  pace.  Al- 
ough  the  chaebol  spent  only  $37  mil- 
in  on  foreign  acquisitions  last  year, 
ore  recently  the  Sammi  group  agreed 

pay  $250  million  for  the  steel  division 

Canada's  Atlas  Co. 

INNELING  FUNDS.  Part  of  the  spending 
iw  is  to  streamline  their  operations.  In 
eir  rush  to  build  home-market  empires 

the  1960s  and  1970s,  the  companies 
ade  everything  from  dish  detergents 

power  plants.  Now,  "to  be  competi- 
le,  the  Korean  conglomerates  need  to 
cus  on  a  few  strategic  businesses," 
ys  T.  W.  Kang,  a  semiconductor  exec- 
.ive  in  Tokyo  and  author  of  Is  Korea 
e  Next  Japaji? 

Samsung  Group  is  slowly  moving  out 
consumer  electronics,  textiles,  and 
od  and  is  funneling  funds  into  aero- 


space, semiconductors,  computers,  and 
communications.  Daewoo  is  shrinking 
shipbuilding  and  low-end  machinery  in 
favor  of  auto  parts,  robotics,  and  finan- 
cial services.  Lucky-Goldstar  Group  is 
spending  $2  billion  on  a  rush  into  memo- 
ry chips.  Although  Korea  as  a  whole 
spends  less  than  2%  of  GNP  on  research, 
Samsung  will  devote  7.8%  of  its  sales  to 
R&D  this  year.  The  top  chaebol  are  all 
spending  millions  to  build  state-of-the- 
art  laboratories. 

The  chaebol  are  also  looking  for  shelf 
space  in  world  markets  using  their  own 
names.  Competition  from  new,  low-cost 
rivals  has  wiped  out  much  of  the  profit 


from  private-label  exports.  To  give  the 
unfamiliar  Korean  logos  cachet  in  world 
markets,  Goldstar  and  Samsung  are 
spending  lavishly  on  advertising,  once 
considered  a  frivolous  cost.  Samsung  in- 
creased overseas  advertising  spending 
from  $21  million  in  1988  to  $31  million 
this  year.  Chaebol  ads  now  vie  with  Jap- 
anese companies'  at  airports  worldwide 
and  bring  big  revenues  to  Western  busi- 
ness magazines. 

Even  if  the  chaebol  emerge  more  pow- 
erful from  their  restructuring  and  their 
political  battles,  the  question  remains: 
Can  they  ever  catch  up  with  the  Japa- 
nese? The  prospect  of  beating  their  an- 
cient adversary  perhaps  inspires  them 
more  than  anything.  Overall,  they  are 
advancing  technologically  much  faster 
than  Japanese  companies  did  at  a  similar 
stage  of  development.  In  memory  chips, 
they're  already  no  further  than  one  year 
behind  the  leading  Japanese  makers. 

The  chaebol  also  have  a  wide-open 
field  in  exploding  markets  in  Southeast 
Asia,  where  Japan's  wartime  legacy  is 


still  a  problem.  The  Koreans  have 
proved  themselves  savvier  marketers 
there  than  Americans  or  Europeans. 
And  their  level  of  technology  is  more 
suited  to  Southeast  Asia's  current  needs. 

The  chaebol  don't  just  rack  up  finan- 
cial gains  from  these  moves — they  also 
become  sort  of  ambassadors-at-large. 
"Because  of  their  overseas  presence  and 
their  dominance  of  the  arms  industry 
and  trade,  the  chaebol  are  intimately 
linked  to  South  Korean  foreign  policy 
and  national  security,"  says  David  Stein- 
berg, a  Bethesda  (Md.)  economic  devel- 
opment consultant. 

It's  the  chaebol,  for  example,  that  are 


taking  the  lead  in  cementing  relations 
with  communist  countries,  including  deli- 
cate ties  with  North  Korea.  In  mid-Octo- 
ber, Hyundai  founder  Chung  Ju-Yung 
announced  agreements  with  the  Soviet 
Union  to  develop  forestland  in  the  east 
and  to  develop  the  East  Siberian  port  of 
Nachodka.  Chung  also  has  plans  to  con- 
struct a  resort  in  North  Korea,  the  first 
such  business  deal  between  the  two 
countries.  Daewoo's  Chairman  Kim  has 
$190  million  in  contracts  with  Hungary 
to  build  two  hotels  and  a  financial  ser- 
vices company. 

The  pressure  on  the  chaebol  is  bound 
to  intensify  at  home  and  in  international 
markets.  As  Koreans  taste  more  democ- 
racy, their  demands  for  social  reform 
will  only  grow.  Making  it  in  the  global 
economy  isn't  going  to  get  any  easier.  If 
Korea  is  to  achieve  a  smooth  transition 
to  the  world's  major  leagues,  its  leaders' 
challenge  will  be  both  to  create  wealth 
and  to  spread  it  around. 

By  Laxmi  Nakarmi  and  Robert  Neff  in 
Seoul 
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A  AAACHINE  THAT  HELPS  YOU  SLEEP  AT  NIGHT. 


jPeace  of  mind. 

ff  you'd  like  your  family  to  have  more  of  it,  think 
bf  The  Xerox  Financial  Machine  as  your  very  own 
security  blanket. 

r  /Those  sweet  dreams  for  college  can  become  a 
reality  with  annuity  and  life  insurance  programs 
from  Xerox  Life.  You  can  rest  easier  when  your 
home  and  business  are  insured  by  Crum  and 
Forster.  There's  a  powerful  portfolio  of  mutual 
funds  and  insirred  unit  trusts  from  Van  Kampen 
Merritt.  Prudent  pension  fund  management  and 
administration  are  why  many  fme  companies 
have  turned  to  Furman  Selz.  And  Xerox  Credit^ 


can  lease  your  business  a  single  Xerox  copier.  Or 
finance  a  whole  factory  full  of  equipment  for  mak- 
ing snuggly  teddy  bears. 

It's  all  part  of  Xerox  Financial  Services.  With 
over  $18.5  billion  in  assets,  we're  a  powerful  group 
of  financial  companies  that  understands  how  hard 
you've  worked  to  get  where  you  are  today. 

And  how  important  it  is  for  you  to  feel  secure 
tonight. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  you  sleep  at  night,  just  tell  us  your  finan- 
cial needs.  Write  Xerox  Financial  Services,  P.O. 
Box  5000,  Norwalk,  CT  06856.  ^  l 
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ARE  THE  HARDLINERS  SQUANDERING 
CHINA'S  CHANCES  FOR  GROWTH? 


As  Presidents  Bush  and  Gorbachev  prepare  for  a  summit 
and  East  Germany  suddenly  embraces  reform,  China 
continues  to  move  in  reverse,  dismantling  the  liberal 
economic  policies  it  adopted  in  the  last  decade  and  retracing  its 
steps  toward  the  rigid  communism  of  the  past.  As  long  as  85- 
year-old  patriarch  Deng  Xiaoping  lives,  the  hardline  leadei-s 
who  took  power  after  the  June  massacre  in  Beijing  will  pay  lip 
senice  to  Deng's  economic  reforms  and  to  his  opening  of 
China  to  relations  with  the  rest  of  the  world.  But 
despite  the  still-open  door,  the  flood  of  invest- 
ments and  tourists  has  shrunk  to  a  trickle.  And 
the  economic  plan  for  the  next  three  years  that 
the  Communist  Party's  Central  Committee  en- 
dowed at  a  meeting  starting  Xov.  6  would  roll 
back  much  of  the  progi^ess  Deng  made  toward 
creation  of  a  market-driven  economy. 
The  crackdown  has  helped  the  Chinese  in  one 
;i — curbing  mflation.  By  tightening  credit  and 
-ing  interest  rates,  they've  brought  the  infla- 
rate  down  to  a  13''^  annual  pace  in  August, 
compared  with  31'^  in  February.  But  this  squeezt 
on  prices  is  choking  off  growth.  Industi'ial  activi- 
t>-  has  slowed  so  drastically  that  the  fonner  short- 
age of  electiMcity  has  turned  into  a  surplus.  More 
than  3  million  private  and  collectively  owned  fac- 
tories and  other  entei-prises  have  gone  out  of  business,  and 
millions  of  workei-s.  especially  in  rural  areas,  have  lost  their 
jobs. 

LENINIST  STRAITJACKET.  A  more  permanent  damper  on  growth 
is  likely  to  be  the  hardlinei-s'  drive  to  undo  Deng's  economic 
liberalization  and  reimpose  a  sti-aitjacket  of  traditional  Leninist 
controls.  Led  by  Vice-Pi-emier  Yao  Yilin.  Beijing's  central  plan- 
ners are  ming  to  take  back  powei-s  given  to  the  provinces  by 
Zhao  Ziyang.  the  reformist  party  leader  who  was  deposed  in 
May.  The  centi-al  government  is  tightening  controls  over  in- 
vestments, cm-rency  exchange,  allocation  of  materials,  and 
decisions  on  foreign  trade  and  borrowing.  Local  part\-  secre- 
taries are  regaining  control  over  factories,  and  the  growth  of 


private  and  collectively  owned  industries  will  be  limited.  Bei- 
jing is  expected  to  cut  back  the  pri\ileges  of  coastal  pro\inces 
such  as  Guangdong,  which  have  enjoyed  wide  latitude  in  for- 
eign trade  and  investment.  And  it  will  hit  private  businesses 
with  hea\ier  taxes  and  a  crackdown  on  comiption. 

With  foreign  loans  and  touiist  revenues  down  sharply,  Chi- 
na needs  investment  more  than  ever.  So  far.  few  foreign 
companies  have  pulled  out,  but  for  those  staging,  doing  busi- 
ness  is  increasingly  difficult.  Auto  makers  Volks- 
wagen and  Peugeot  don't  have  enough  orders  to 
keep  up  their  car  production,  and  Babcock  &  Wil- 
cox Co.  is  ha\ing  trouble  getting  paid  for  the 
boilei-s  it  makes  in  Beijing.  One  foreign  invest- 
ment that's  going  ahead  is  a  S30  million  antibiot- 
ics plant  that  Pfizer  Inc.  will  build  with  a  local 
partner  in  Liaoning  province,  while  PPG  Industries 
Inc.  is  negotiating  to  build  a  sheet-glass  plant 
The  World  Bank  plans  to  start  appro\ing  loans  to 
China  again  within  a  few  months.  But  commercial 
banks  are  wary,  and  most  potential  investors  are 
sitting  firmly  on  the  fence. 

They  will  probably  stay  there  as  long  as  pros- 
pects for  China's  leadership,  policies,  economic 
outlook,  and  future  relations  with  the  U.  S.  re 
main  clouded.  Deng  seems  weak,  and  he  has  no 
strong  successor.  Although  the  wave  of  aiTests  has  subsided, 
college  freshmen  are  being  given  militan,-  training,  and  recent 
graduates  are  being  forced  to  work  in  the  countryside.  ^Miile 
bureaucrats  try  to  keep  the  door  open  to  trade  and  investment, 
top  officials  are  accusing  the  U.  S.  of  subversion. 

When  former  President  Richard  Nixon  \isited  Beijing  Oct. 
28  through  Xov.  2,  he  tried  to  con\ince  Chma's  leaders  that 
both  countiies  need  to  move  together  to  improve  relations.  But 
Deng  insists  that  the  U.  S.  banned  China  by  helping  counter- 
revolutionaries and  must  now  take  the  fii-st  conciliator)"  step. 
With  Congi-ess  and  the  American  public  still  outraged  by  the 
June  4  massacre,  that  step  seems  as  remote  as  ever. 

By  Dori  Jones  Yang  in  Beijing 
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GLOBAL  WRAPUP I 


GREECE 


A lengthening  political  standoff  be 
tween  left  and  right  threatens  to 
make  Greece  the  European  Communi- 
t\""s  odd  man  out  as  the  EC  moves  to- 
ward economic  integi^ation  in  1992. 
Legislative  elections  on  Xov.  5  gave 
the  conservative  Xew  Democracy  Par- 
tj"  148  seat^.  three  short  of  a  majority' 
in  the  300-niember  Parliament  Xew 
Democracy,  led  by  7 1-year-old  Constan- 
tine  Mitsotakis.  had  been  expected  to 
follow  other  EC  countiies  in  adopting 
market-driven  economic  policies  if  it 
won  a  clear  victory. 

Xow,  if  Xew^  Democracy  tries  to 
form  a  minority  government,  it  will  be 


precarious.  Altematively,  political  jock- 
eying could  produce  a  coaUtion  be 
tween  foimer  Prime  Minister  Andreas 
Papandreou's  Panhellenic  Socialist 
Movement  (PASOK),  which  won  128 
seats,  and  a  Communist-led  leftist  alli- 
ance, with  21  seats.  But  an  impasse  in 
bargaining  could  force  new  elections. 

The  election  also  leaves  prospects 
for  U.  S.  military  bases  in  Greece  still 
uncertain  after  two  years  of  negotia- 
tions on  new  leases.  The  Xew  Deme 
crats  had  promised  a  quick  agreement 
to  keep  them  but  would  move  the  base 
near  Athens  to  another  site.  By  con- 
trast, P.\SOK  would  impose  "national  in- 
terest" conditions  in  the  talks  and  sub- 
mit the  results  to  a  referendum. 


AUSTRIA 


ly  voting  on  Xov.  3  to  kill  a  So75 
^million  hydroelectric  project  on  the 
Danube  River,  Hungary's  new  ly  deme 
cratic  Pai-liament  is  straining  ties  with 
Austria,  its  partner  in  the  venture.  The 
Hungarians  object  to  the  sharp  fluctu- 
ations in  the  river's  level  that  the  dam 
would  cause,  especially  at  Budapest. 
But  Hungary  is  likely  to  seek  an  ami- 
cable settlement  of  claims  by  Austrian 
supphers  and  contractors  for  work  al- 
ready done.  The  Hungarians  don't 
want  to  jeopardize  Austria's  coopera- 
tion in  Expo  95,  the  international  expo- 
sition that  Vienna  and  Budapest  plan 
to  hold  jointly  in  both  cities. 
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Congress  can  pass  laws.  Officials  can  deliberate. 
It,  ultimately,  the  people  get  the  work  done.  So  it 
fitting  that  the  Navy  Memorial  is  authorized  by 
deral  law,  that  the  land  is  provided  by  a  corpora- 
)n  chartered  by  Congress,  but  that  all  costs  are 
ivately  borne. 

Authorized  by  Public  Law  96-199,  the  Memorial 
lundation  was  granted  the  right  "to  erect  a 
emorial ...  in  honor  and  in  commemoration  of 
e  men  and  women  of  the  United  States  Navy  who 
ve  served  their  country  in  war  and  peace."  That 
me  law  states  that  "neither  the  United  States  nor 
e  District  of  Columbia  shall  be  put  to  any  ex- 
;nse  in  the  erection  of  this  memorial." 


On  a  site  provided  by  the  Pennsylvania  Avenue 
Development  Corporation,  the  Memorial  is  being 
built  at  Market  Square  at  Eighth  Street.  So  Congress 
and  the  President  have  authorized,  and  official 
Washington  has  approved.  The  rest  is  up  to  you. 

Construction  continues  on  the  Visitors  Center, 
which  will  include  a  motion  picture  theater,  a 
Ship's  Store  and  the  Navy  Memorial  Log,  a 
computerized  repository  of  the  names  of  present 
and  former  Navy  personnel  who  have  contributed 
or  on  whose  behalf  contributions  have  been  made 
to  the  Memorial.  Names  of  company  and  country 
contributors  will  be  displayed  in  the  Visitor 
Center's  Quarterdeck.  May  we  add  yours? 


United  States  Navy  Memorial  Foundation 


For  information  on  how  you  or  your  company  may  participate  in  completing  the  U.S.  Navy  Memorial,  please  call  or  write  Paul 
Howell,  Chairman  of  the  Board,  U.S.  Navy  Memorial  Foundation,  c/o  Howell  Corporation,  1010  Lamar,  Houston,  TX  77002.  Or 
itact  Rear  Admiral  William  Thompson,  USN  (Ret.),  President,  U.S.  Navy  Memorial  Foundation,  Box  12728,  Arlington,  VA  22209- 
28.  Telephone:  1-800  821-8892  (in  Virginia,  dial  1-703  524-0830). 
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n  MANUFACTURING  SOLUTIONS  < 
.  '  -  -    -    -  -   -J[ 


Students  and  W)rkforce 
Prepare  for  a  Revolution 


The  CIM  in 
Higher  Education 
AUiance 

Change  is  in  the  air. 

CIM,  otherwise  known  as 
Computer  Integrated  Manufacturing,  is 
fusing  the  entire  enterprise  together. 
And  as  it  rewrites  the  manufacturing 
process,  its  revolutionizing  manu- 
facturing s  bottom  line. 

But  CIM  isn't  just  cables  and 
computers.  Its  also  people,  know- 
ledgeable people  in  every  area  who 
comprehend  this  new  technology. 

Which  is  why  IBM  has  formed 
an  alliance  with  over  50  local  collew;- 


and  universities  throughout  America. 
Their  goal  is  single-minded:  to  promote 
better  understanding  and  utilization 
of  CIM  in  industry. 
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To  that  end,  IBM  is  contributing 
its  technical  expertise  and  latest  tech- 
nology. The  schools, 
for  their  part,  have 
formed  a  unified 
network,  sharing 
their  skills  and 
resources.  The  result  is  far-reaching. 

The  CIM  training  programs  are 
state  of  the  art.  Thousands  of  students 


are  receiving  an 
education 


that  was  previously  unavailable.  And 
local  industries  are  receiving  CIM 

trained  employees 


(/  itli  Conifnilcr  tided  Dcsiv^n.  numultu  lurers  oic  lidiniiig  lt< 
It)  put  products  in  (  (insumrrs  liands  faster. 


unobtainable. 

A  participating 
member  of  the 
alliance.  Dr.  Charles  Branch,  President 
of  Trident  Technical  College,  comments: 
"This  is  the  most  significant  infusion  of 
educational  technology  in  the  history 


of  this  institution.  Its  impact  upon  the 
local  manufacturing  community  will 
be  dramatic." 

With  that  in  mind,  perhaps  the 
changes  produced  by  the  first  in- 
\\  dustrial  revolution  will  seem  modest 
when  compared  to  those  brought 
on  by  the  revolution  at  hand. 

To  obtain  additional  information 
as  well  as  the  location  of  the  par- 
ticipating college  nearest  you, 
please  call: 
1  800  ffiM-2468,  ext.  186 
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-leaf  holding  up  production? 
Cool  it  with  sy  n. 


A/hat  too  much  heat  can  do  to  machinery  and  production 
schedules  is  a  crime.  Mobil  synlubes — syn,  for  short — 
nay  be  your  quickest  and  cheapest  answer  to  such 
)roblems. 

Mobil "  synthetic  lubricants  keep  cool  when  things 
}et  hot.  How  cool?  Well,  a  gearbox  lubricated  with  syn 
:an  run  10°F  to  25°F  cooler  than  the  same  gearbox  using 
conventional  oil.  In  many  cases,  even  cooler  than  that.  It 
can  save  a  lot  of  repairs. 

Syn  has  other  advantages.  It  can  last  three  or  four 
imes  longer  than  even  premium  conventional  oils,  which 
neans  your  disposal  costs  will  be  cut.  Syn  reduces 
riction  and  helps  extend  the  life  of  gears  and  bearings. 


Why  not  be  real  cool  and  call  the  Mobil  Information 
Center  at  1-800-662-4525?  You'll  get  expert  advice 
about  heat  problems  from  a  Customer  Service  Engineer, 
and  you'll  get  it  on  the  spot.  If  appropriate,  a  Mobil 
Sales/Engineer  Team  will  go  over  your  whole  operation. 
They'll  make  recommendations  on  how  many  lubricants 
you  need.  What  kind.  How  to  reuse  them.  Then  they'll 
give  you  a  written  report — complete  with  estimates  of 
how  much  each  of  those  recommendations  will  save  you. 

Work  with  Mobil  people,  products,  and  programs 
and  you'll  save  money.  Sometimes  as  much  as  the  total 
cost  of  the  lubricants.  And  it  all  starts  with  a  phone  call  to 
the  Mobil  Information  Center,  1-800-662-4525. 


If  we  can't  save  you  money, 


THE 
PICTURE  OF 
HEALTH. 


The  more  physicians  can 
see  inside  a  patient,  the 
more  information  they  can 
gather.  The  more  insightful  their 
diagnoses  can  be.  And,  of 
course,  the  more  hope  there  is 
for  the  patient. 

Toshiba's  cardiovascular 
angiographic  systems  offer 
doctors  new  ways  to  take  pictures 
of  what's  inside  the  human  heart 
faster,  easier  and  with  more 
accuracy  than  ever  before. 

Now  doctors  can  see  mul- 
tiple images  simultaneously. 
Images  can  be  enlarged.  And 
computer- enhanced  color  can  be 
added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical- 
related  technologies,  from  X-rays 
and  computer  tomography 
scanners  to  magnetic  resonance 
imaging  and  imaging  processing, 
Toshiba's  vision  has  always 
been  clear:  to  build  the  most 
sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of 
our  business, but,  more 
importantiy,  for  the  health  of  the 
people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  inlormation,  write  Toshiba  America  Medical  Systems,  Inc  ,2441  Michelle  Drive,Tustin,CA  92680  or  call  1-800-421-1968 


The  sky  has  never  been  clearer. 


You  are  looking  at  a  sky  full  of 
aircraft. 

You're  seeing  it  on  a  totally  new 
display  system  developed  by 
Raytheon. 

It  is  a  major  element  of  the 
FAAs  Advanced  Automation 
System.  The  new  generation  of  air 
traffic  control. 

The  display  is  designed  to  put  all 


the  information  an  air  traffic  con- 
troller needs  on  big,  bold  screens. 

It's  as  easy  to  read  in  bright 
light  as  it  is  in  a  darkened  room. 
And  colors  help  define  storms  and 
highlight  important  information. 

Every  piece  of  information  is 
crisply  presented  with  incredible 
speed,  accuracy,  and  resolution. 

So  it  can  give  a  more  detailed 


icture  of  a  busy  sky. 

Plane  by  plane. 
^    It's  what  you  would  expect  from 
le  company  that's  been  involved  in 
ir  traffic  control  from  the  very 
eginning. 

Who  else  would  know  the 
Lindamentals  better? 

Raytheon  Company,  141  Spring 
■treet,  Lexington,  MA  02173. 


Raytheon 

Where  quality  starts  with  fundamentals 
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MACKE  MINDING  THE  STORE: 
INVESTORS  ARE  CHEERING 


FROM  PUNCHING  BAG 
TO  RETAILING  BLACK  BELT 


Da>ton  Hudson's  Ken  Macke  pulls  off  a  nifty  tumaroimd 


What's  that  look  on  Kenneth  A. 
Macke's  face?  Call  it  vindica- 
tion. Or  maybe  relief. 
Only  a  couple  of  years  ago,  the  burly 
chairman  and  chief  executive  of  Da\ton 
Hudson  Corp.  was  one  of  Wall  Street's 
biggest  punching  bags.  A  huge  chunk  of 
the  Minneapolis  retailer's  business  was 
in  disarrav.  Earnings  had  plunged  in 
1986  and  'lO^c  in  1987  after  15  years  of 
steady  growth.  With  the  stock  languish- 
ing near  39.  about  25  points  below  its 
historic  high,  Da\ton  became  the  target 
of  a  66  billion  hostile  raid  by  the  Haft 
family's  Dart  Group  Corp.  The  October, 
1987,  stock  market  crash  derailed  Dart's 
$65-a-share  offer  and  saved  Daj-ton  Hud- 
son management.  But  Macke  still  took  a 
drubbing  for  the  company's  perfor- 
mance. "I  got  beaten  black  and  blue," 
he  says. 

No  one  is  pounding  Ken  Macke  now. 
It  may  have  taken  a  raider's  threat  and 
pressure  from  angry  investors  to  light  a 
fire  under  him,  but  u:  ier  Macke's  lead- 
ership, Da\"ton  Hudson  -  earnings,  oper- 
ating margins,  and  stock  price  have  re- 
turned to  solid  growth.  Net  income  is 
expected  to  rise  22ff,  to  $377  million,  this 
year  on  sales  of  $13.1  billion,  says  San- 


ford  C.  Bernstein  &  Co.,  the  securities 
firm.  With  the  stock  price  back  in  the 
mid-60s.  analysts  are  showing  Macke  a 
new  measure  of  respect.  "He's  not  the 
doofus  a  lot  of  people  thought  he  was," 
says  Kurtis  J.  Winters,  an  analyst  at  IDS 
Financial  Services  Inc.  "Nobody  seems 
to  be  muttering  darkly  that  he  should 
resign  anjinore." 

Macke  is  clearly  enjoying  his  reputa- 
tion as  Mr.  Fixit— though  his  critics  still 
suspect  that  he  had  a  hand  in  breaking 
things.  Macke  was  president  and  later 
CEO  of  Danon  Hudson  when  Mervyn's, 
its  221-store  softgoods  chain,  based  in 
Haj'ward,  Calif.,  ran  into  big  trouble  in 


DAYTON  HUDSON'S  MARGINS 
CLIMB  BACK 


Division 

Operotiiig  margins 

1985 

1986 

1987 

1988 

1989* 

MERVYN'S 

9.7% 

5.6% 

4.7% 

7.2% 

9.1% 

DAYTON  HUDSON 

8.4 

10.6 

9  9 

9.4 

10.0 

DEPARTMENT  STORE 

TARGET 

7.1 

7.1 

6.1 

5.4 

5.7 

OVERAU 

8.0 

7.1 

5.8 

6.4 

7.0 

CORPORATION 

*  Estimoles 


DATA:  SANfORD  C.  BKNSTBN  &  CO. 


the  early  1980s.  Now,  he  says  only  that 
he  was  "not  in  full  agreement  with  some 
of  the  strategies  Merx-jn's  pursued." 

Mervyn's  biggest  mistake  was  that  it 
stopped  minding  the  store.  It  launched  a 
big  push  into  Texas  and  the  Southwest 
just  before  the  energ}'  crunch.  Mer\'T,Ti's 
wasn't  alone  in  misreading  the  oil  boom, 
but  it  had  bet  bigger  than  most,  forcing 
it  into  a  costly  and  disconcerting  re- 
trenchment. Then,  managers  remained 
obsessed  with  expansion  and  building 
new  stores,  while  merchandising  and 
purchasing  got  sloppy.  Shoppers  often 
couldn't  find  a  set  of  bath  and  hand 
towels  that  matched.  They  complained 
that  buttons  fell  off  private-label 
clothes.  Displays  were  cluttered  and  old- 
fashioned.  From  1985  to  1987,  operating 
margins  plummeted  50%,  taking  Dajton 
Hudson's  numbers  dowm,  too. 

Those  troubles  attracted  the  Hafts' 
bid.  While  the  crash  chased  the  raiders 
away,  Macke  remained  under  fire.  Inves- 
tors thought  he  wasn't  taking  Mervyn's 
problems  seriously  enough.  They  were 
also  furious  that  he  had  named  a  Mer- 
vyn's insider,  merchandising  head  Wal- 
ter T.  Rossi,  to  replace  John  F.  Kilmar- 
tin  as  chairman  of  Mer\'yn's.  Wasn't 
Rossi  a  big  part  of  the  problem'? 
JEANS  AND  SWEATS.  As  it  turned  out, 
Macke  was  making  good  use  of  his  sec- 
ond chance.  With  Rossi,  he  took  an  ac- 
tive role  in  turning  MervyTi's  around, 
making  frequent  trips  to  California  and 
into  the  stores.  The  tw'o  of  them  shut 
down  a  buying  center  in  Dallas.  They 
focused  merchandise  selection  on  only  a 
few  trendy  colors  and  styles  of  hot-sell- 
ing items,  such  as  jeans  and  sweatshirts, 
And  they  created  a  qualit\'-control  team 
to  keep  shoddy  clothes  out  of  the  stores, 
MervjTi's  is  now  undertaking  a  multi- 
million-dollar storeremodeling  program. 
Already,  the  changes  are  paying  off.  Op- 
erating margins  are  expected  to  reach 
d.Y'r  this  year,  up  from  a  low  of  4.7% 
in  1987.  according  to  Bernstein  &  Co, 
(table). 

Even  before  the  Haft  bid,  Macke  had 
started  shedding  peripheral  businesses 
In  1986,  he  sold  B.  Dalton  bookstores 
Last  summer,  he  sold  the 
27  marginally  profitable 
Lechmere  electronics  and 
appliance  stores,  and  he  re- 
cently disbanded  the  ex- 
perimental Branden's 
housewares  chain. 

Meanwhile,  Macke  has 
been  pouring  funds  intc 
the  company's  400-store 
Target  chain.  He  ran  the 
division  in  the  1970s,  hon- 
ing its  image  as  an  upscale 
discounter  that  is  less  clut- 
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MARKETir 


Since  starting  up  in  1966, 
the  Penske  Racing  Team  has 
distinguished  itself  on  every  circuit 
from  Trans-Am  to  Can-Am  to 
NASCAR.  And  on  the  gruehng 
Iridy  car  circuit,  including  its  most 
famous  stop,  the  Indianapolis  500, 
the  team's  record  is  unsurpassed. 

In  its  tireless  pursuit  of  a 
competitive  edge,  the  team  reflects 
the  character  of  Roger  Penske 
himself,  who  started  selling  cars 
and  now  heads  a  two-billion-dollar 
corporation.  Both  in  racing  as  well 
as  in  his  business  empire,  Penske 
has  boiled  down  success  to  a 
single  demanding  equation: 
Effort  equals  Results. 


Roger  Penske  directing  strategy. 


Rolex  and  Team  Penske* 
Setting  the  standard  for  success* 


Penske  pit  crew  gets  Rick  Mears  hack  on  track. 

On  the  eve  of  an  important  race 
Penske  has  held  practice  laps  in  the 
middle  of  the  night,  and  sent  one 
of  his  private  jets  on  a  1,000-mile 
trip  just  to  pick  up  parts.  Rather 
than  count  on  others  to  come 
up  with  the  technology 
breakthroughs  needed  to 
win,  he  invests  years 
developing  his  own  cars 
and  engines. 


Penske  also  takes  particular  pains  in 
selecting  the  members  of 
his  racing  team.  From 
the  famous  drivers 
to  the  less  celebrated, 
but  no  less  respected 
mechanics,  they  comprise 
a  close-knit  corps  who've 
come  through  year  after 
year  in  one  of  sport's  most 
arduous  proving  grounds. 
Penske's  exceptional  eye 
for  quality,  in  people  and 
machmery,  both  on  and  off  the 
track,  has  been  proven  time  and 
ain.  For  so  discerning  a  man,  his 
choice  in  a  timepiece 
is  natural— Rolex. 


ROLEX 


Oyster  Perpetual  Day-Date  m  18kt  gold  with  hark  finish  bezel  and  President  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  752,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 

©  1989  Rolex  Watck  U.S.A.,  Inc. 

Rolex,  Oyster  Perpetual.  Day-Date  and  President  are  trademarks 


It  takes  energy  to  make  energy.  From 
our  riggers  and  roughnecks.  From 
our  planners,  our  traders,  our  serv- 
ice station  attendants.  From  38,000 
BPAmerica  employees  in  all.  Their 
energy  has  made  BPAmerica  the 
largest  producer  of  American  oil, 
producing  800,000  barrels  of  oil  a 
day. To  make  the  most  of  our  country's 
energy  resources,  we're  making  the 
most  of  our  human  ones. 


BP  AMEBIC 

200  Public  Sq  .  Cleveland,  OH  441 14 


She  does  ei^y  aU  the  coddxxAs 

you Ve  given  her. 
But  she  now  has  three  more  than 
the  Library  of  C(Migress. 


This  ]^  teU  her  3^(1  nctiiy  ho- afl  ova- 9g?i^ 
Tte  Diamond  Amuversary  Band. 


A  damand  is  ioRvei: 


Fori 


■Ml  ■•■■■■■LcJWB-gH 


To  B  or  not  to  B? 


1  ri 


THE  BEST 
SCHOOIS 


This  is  the  ans>\er. 

Business  Peek  's  Guide  to  the  Best  Busincs:^  S:hLX>L<. 
Its  not  ju5t  a  snide,  it's  an  education. 

m.%  at  tHX.btore>  or  call  tuU-free  l-8lH).2-MlGR\\^   iV'  I 


stores  stiij  beat  Target  s  ^  .  7  -  : 
.  ^        -  .-.  §25. 

.  ?:ores — Darroa's. 


r.  _.-r::ave  10  sr  . 
h«:'iDe  base  in  M:: 
ed  DT  S  •  ~  - 
COS.  B-  - 

BRANCH!  OLTT? 


■2:ffvirr  tol 


see 
Chi- 


ti-e  o'.'-Tear-C'.-a 
mar.  He  sjt 

a  span  shir    _  r  _  _  •  ^  - 
owTL  siores  Bad  checking 
lors.  To  Macke.  Davioij  H  __- 
perionnaDee  rejireseEts  a  "• 
soiind  management  over  ^ 
stock-market  speeaiatj-^n. 
our  busisess  for  tt«    "  - 

He  mar  soon  get   

bow  well  his  apprr^acr.  gc-es  0 
eagx?.  too:  Dartcin  Hudsc-n  is  a  rumored 
bidder  for  the  Marshall  Field  depart- 
ment store  <^HaTn  Macke  won  t  say  what 
his  plans  are- 
Things  eoiM  have  nimed   « 

differenth".  If  the  Dan  tal'i 
succeeded.  Davton  Huc^-  : 
sharing  the  fate  of  Ca:  .  -  - 
Federated  and  Allied 
stores — chains  that  were  taken  over  by 
an  outsider.  saddieKi  with 
and  ief:  struggling  to  £ 
vest  in  their  businesses.  Macjie  s  retail- 
ing skilis  may  have  served  hirn  well  in 
th^e  past  two  years.  Bui  he's  also  thai 
hickiest.  and  rarest,  of  executives:  one 
who  got  anctth-er  chance. 


PAST  PERFORMAMCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS. 
RUT  IT'S  SOMETHINGTO  CONSIOER. 


Mutual  funds  havent  alvsays  been  your 
veryday  investment.  Fort\  \ears  ago  there 
veren" t  many  kinds  of  funds. 

Just  some  common  stock  fund^,  and 
ome  bond  funds.  But  Jack  Dre\fus  thought 
ve  were  poised  for  grow  th. 

In  1951  he  began  managing  one  of  the 
:arliest  funds  to  actively  seek  growth  of  cap- 
tal  for  its  shareholders. 

It"s  a  hunch  that  paid  off.  Not  just  for 
shareholders  of  The  Dreyfus  Fund,  but  for 
hareholders  of  the  many  grow  th  funds  that 
ollowed  it  in  the  1950s  and  1960s.  In  the 
nid-1970s.  when  rising  interest  rates  were 


stranding  savers  in  low-paying  FDIC  insured 
passbook  accounts,  we  developed  Dre\fus 
Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  ta.x 
brackets,  we  lobbied  for  a  bill  that  allowed 
Drevfus  to  offer  the  first  incorporated  ta.\- 
exempt  fund. 

The  rest  is  history.  These  da\s  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  wide  ran.se  of  mone\  mar- 
ket and  tax  exempt  funds. 

Today  e\eryone  talks 
about  the  need  to  allocate 


The  right  fund  at  the  right  time. 


assets,  but  a  }ear  ago  we  created  a  fund  spe- 
cifically designed  to  shift  freeK  among  stocks, 
bonds  and  money  market  instruments .  depend- 
ing on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it.  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds  ?  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 
that's  one  wa\  to  evaluate  the  future.  Obtam 
a  prospectus  from  vour  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
carefullv  before  investing. 


Audi  has  priced  this  new  three-year  lease  plan  comparable  to  other 
five-year  lease  terms  (or  purchases).  It  includes  our  3-year  or  50,000  mile 
warranty  No-charge  scheduled  maintenance.  And  requires  no  money 
down*  Think  of  it.  After  just  3  years  of  driving  a  luxurious  ^^^tf^ 
1990  Audi  80,  voull  be  free  to  drive  away  in  a  new  model. 
Questions^  CaH  1-800-FOR-AUDI.        TheAlteiTiate  ROUtC. 

A  3%ar  Rate 
Comparable^ 

Most  5%ar  Rates 

On  Audi's  3%ar 

Test  Drive. 


*0)Jered  by  \'\VC>t-dil  Inc  through  participating  dealers  Lease  based  on  MSRP  including  destination  charge  Dealer  contributions  to  this  ojjer  may  ajjecljmal 
negotiated  transaction  Thiriy-six-mnnth  closed-end  lease.  So  down  payment,  no  purchase  option  First  month's  lease  payment  of  S379  plus  refundable  security 
deposit  equal  to  one  months  payment  required  at  lease  inception  Tax.  license,  dealer  prep.,  options  extra.  IOC  per  mile  over  50,000  miles  Lessee  is.  responsible  for 
excessive  wear  and  use  Total  oj  monthly  lease  payments  for  Audi  80  shown  $13,644  Ash  >'ONr  dealer  for  details  of  Audi's  limited  bumper-to-bumper  warranty. 
So-charge  scheduled  mamlenuni  :e  runs  three  veurs  or  50.000  miles,  whichever  comes  first  €  1989  Audi  of  America 


3,300  universities  is  a  big  sales  territory  to  coven  But 
for  Joe  Rama  and  colleague  Karen  Erickson, cover- 
ing it  has  been  easy. 

Arming  the  College  Division  sales  force  with 
Zenith  SupersPort  laptops,  Joe  says.  "We've  seen  a 
tremendous  difference"."  With  its  processing  speed 
and  internal  modem.  "We  can  generate  fast  turna- 
round on  sample  requests  and  get  instant  confirma- 
tion on  shipping"." 

ComputerLand  National  Accounts  handled  the 
laptop  distribution.  "Tony  Trombetta  (ComputerLiind 
Account  Representative  in  Wilkes-Barre.  PA)  went 
out  of  his  way  to  make  sure  we  had  what  we  needed. 
That  was  a  big  plus.  I  worked  with  a  local  store,  but 
dealt  with  a  national  group',"  says  Joe.  "They  had  4 
weeks  to  get  60  computers  to  six  different  sites.  Every 
one  got  there  on  time'." 

With  Zenith  in  tow.  Harper  &  Row  now  repeats 
that  delivery  act  regularly. 


'Thanks  to  Zenith  Data  Systems  and 
ComputerLand,  we're  light  years  ahead 
of  the  competition!' 


Zenith  MinisPon  and  SupersPort  286  laptops 


Joe  Rama, 
Systems  Project 
IVIanager  College 
Publishmg  Division. 
Harper  &  Row 
Publishers. 
Incorporated 


—   I  systems 

THE  OuALlTt  GOES  IN  BEFORE  TmE  NAME  jOES  IiN* 


ComputerUind 

Business  to  business.  Person  to  person. 


IM.V  (  ,.nipLilL-rL,ini.l  (_  orpi>r.ilion 


When 
it  comes  to 
heating 
and  air 
conditioning, 
over 
50,000 
leading 
executives 
think  one  way. 


J- 


PROMOTERS  I 


TIGERS,  A  VOLCANO, 
DOLPHINS,  AND  STEVE  WYNN 


His  glitzy  new  Vegas  casino  needs  $1  million  a  day  to  break  even 
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IS  WYNN  WORRIED  ABOUT  HIS  $620  MILLION  HOTEL?  "NAH.  WE'RE  GONNA  SKATE" 


Outside  Stephen  A.  Wynn's  glass- 
enclosed  office  at  the  Mirage  ca- 
sino-hotel in  Las  Vegas,  workers 
are  scurrying  around  frantically.  They 
have  finally  gotten  the  kinks  out  of  the 
five-story  volcano  at  the  front  entrance, 
which  was  pouring  out  clouds  of  noxious 
gray  smoke  instead  of  fire.  But  there  is 
much  more  work  to  do  before  the  lavish, 
monumentally  expensive  hotel  opens  on 
Nov.  22. 

Wynn,  47,  seems  oblivious  to  the  activ- 
ity. He's  getting  ready  to  be  interviewed 
on  a  local  TV  show,  and  he's  laboring 
over  a  tough  decision:  Should  he  wear 
giant  red  clown's  shoes  with  his  busi- 
ness suit,  or  should  he  dangle  a  rubber 
chicken  from  his  hand?  He  goes  with  the 
chicken.  "This  is  sup- 
posed to  be  a  fun  busi- 
ness, isn't  it?"  he  says. 

It  has  been  for 
Wynn — so  far.  Over  the 
past  20  years,  the  for- 
mer liquor  distributor 
has  emerged  as  one  of 
gambling's  dominant 
forces.  His  317'  stake  in 
Golden  Nugget  Inc.  is 
worth  .$145  million,  his 
salary  tops  $1  million  a 
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tasuid 


PILING  ON  THE  DEBT 


GOLDEN  NUGGET'S 


'«S  't6  '87  '<S  '89  ' 
A  MILLIONS  OF  DOLLARS     AS  OF  JUNE  30 


year,  and  he  pals  around  with  celebrities 
such  as  Kenny  Rogers  and  Michael  Jack- 
son. But  now,  his  rivals — and  even  some  '<« 
of  his  friends — think  Wynn  may  be  in  rt't 
over  his  head. 
PLAYGROUND.  The  problem  is  that  thefcospi 
Mirage  carries  a  huge  price  tag.  Wynii »!! 
puts  it  at  $620  million;  other  industry  iraje; 
executives  say  it  will  top  $700  million, 
Since  construction  began.  Golden  Nug-  legran 
get's  debt  has  ballooned  to  more  than  toe  to 
$900  million,  or  887  of  capital,  and  it  lost  ealiv 
$11.4  million  in  the  first  nine  months  oi  »r! 
this  year.  Last  year  it  lost  $7.6  million,  e'rem 
Industry  analysts  believe  Wynn's  newWDiu 
29-story  playground  will  have  to  gener  im 
ate  $1  million  a  day  in  revenues  just  tc  iat's 
break  even.  Only  the  city's  busiest  casibsoii 
no,  Caesars,  boasts  thai  tater, 
kind  of  volume.  Wynrifan 
argues  that  he'll  neec  if 
more  like  $800,000  8  mnicj 
day.  Either  way,  his  ri*  ft 
vals  are  already  whis- 1 
pering  that  Wynn  even  iJ 
tually  may  have  to  sel: 
Golden  Nugget's  flag' 
ship  hotel  in  downtowr 
Las  Vegas — or  perhaps 
even  the  Mirage. 
Is  he  worried  aboulfce 


DATA:  GOLDEN  NUGGET  INC. 
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'  at  possibility?  "Nah,"  he  says.  "We're 
inna  skate."  Wynn  thinks  he  can  make 
e  Mirage  a  winner  by  mixing  big  spe- 
il  events  with  stupefying  glitz.  In  July, 
■  spent  $8  million  for  the  Dec.  7  boxing 
atch  between  Sugar  Ray  Leonard  and 
,  )berto  Duran.  Then,  there's  the  $11.5 
illion  he'll  pay  annually  for  magicians 
egfried  &  Roy  and  their  disappearing- 
ephant  tricks.  To  entertain  high 
Hers,  Wynn  built  a  $37  million  private 
ilf  course,  which  features  10,000  pine 
ees  trucked  in  to  make  the  Nevada 
■sert  resemble  North  Carolina. 
Wynn  hopes  the  biggest  attraction 
ill  be  the  Mirage  it- 
If.  The  idea  is  to 
ing  in  customers  by 
itdoing  the  Strip's  al- 
ady  surreal  veneer  of 
•on  lights  and  non- 
op  entertainment.  A 
oss  between  a  Hawai- 
n  resort  and  Disney- 
nd,  the  Mirage  will  be 
e  city's  largest  hotel, 
ith  3,056  rooms.  Its 
ilcano  explodes  every 
/e  minutes,  while  the 
bby  features  live 
hite  tigers  behind  a 
ass  wall  and  several 
larks  in  a  20,000-gal- 
n  aquarium.  Dolphins 
cupy  a  tank  near  the  pool,  and  1,100 
ilm  trees  dot  the  86-acre  site.  "What 
e  want  is  for  our  guests  to  enter  into 
lother  world,  a  better  and  safer 
orld,"  says  Wynn. 

His  rivals,  however,  are  preparing  for 
casino  battle  royal.  Next  door,  Caesars 
'orld  Inc.  is  finishing  a  $190  million 
,ce-lift  on  its  flagship.  The  remodeling 
eludes  40,000  added  square  feet  of  ca- 
no  space,  80  new  luxury  suites,  and  a 
oving  sidewalk  that  begins  near  the 
irage's  entrance.  Nearby  hotels  are 
Iding  6,000  rooms  and  sprucing  up  for 
le  grand  opening.  "It  would  be  hard  for 
;eve  to  get  his  $1  million  a  day  even  if 
e  all  were  sitting  on  our  duffs,"  says 
aesars  Chairman  Henry  Gluck.  "And 
e're  not  sitting  on  our  duffs." 
XHD  MAVEN.  It  takes  chutzpah  to  go  up 
gainst  a  powerhouse  like  Caesars,  but 
lat's  one  commodity  Wynn  doesn't  lack, 
he  son  of  a  Maryland  bingo-parlor  op- 
•ator,  Wynn  arrived  in  Vegas  after  get- 
ng  an  English  literature  degree  from 
le  University  of  Pennsylvania.  While 
inning  a  local  liquor  distributorship,  he 
Dught  up  several  pieces  of  land,  includ- 
ig  a  $1.1  million  parcel  owned  by  How- 
rd  Hughes.  Five  months  later,  he  sold 
to  Caesars  for  $2.25  million. 
Dabbling  in  real  estate  made  him 
ealthy,  but  at  age  29  he  received  a 
"ushing  blow:  He  was  diagnosed  as 
aving  retinitis  pigmentosa,  a  degenera- 
ve  eye  disease.  For  years,  he  thought 


he  would  go  blind.  Now,  it  looks  as  if  an 
experimental  drug  has  stopped  the  loss 
of  sight  from  getting  any  worse.  Still, 
the  disease  has  forced  him  to  quit  play- 
ing tennis  because  he  can't  follow  the 
ball,  and  he  no  longer  drives. 

The  eye  problems  didn't  stymie  his  ca- 
reer, though.  By  1973,  Wynn  had  .  ac- 
quired enough  stock  in  Golden  Nugget 
to  take  a  board  seat.  He  was  rewarded 
with  the  chairmanship  later  that  year, 
after  uncovering  a  scheme  by  employees 
to  siphon  off  cash.  Now,  the  board  is  a 
family  affair.  Wynn's  former  wife, 
Elaine,  also  has  a  seat.  The  two  still  live 
together,  though  they 
divorced  three  years 
ago.  His  brother,  Ken- 
neth, is  a  director,  too. 
YUCK  IT  UP.  Around  the 
office,  Wynn  is  known 
as  a  highly  demanding 
boss  who  will  dress 
down  employees  who 
displease  him.  But  out- 
side he  cultivates  the. 
image  of  a  happy-go- 
lucky  clown.  He  often 
travels  with  his  cocker 
spaniel,  Harry,  and  his 
terrier,  Bulova.  Some- 
times he  even  kisses 
and  communicates  in 
baby  talk  with  them  in 
public.  To  promote  his  casinos,  he  ap- 
pears in  goofy,  self-effacing  TV  commer- 
cials. In  one,  Frank  Sinatra  presses 
some  cash  into  Wynn's  palm  and  mut- 
ters: "Make  sure  I  get  enough  towels." 
Wynn  is  proud  of  these  oft-derided  ads. 
"I  wrote  them,"  he  says.  Always  eager 
for  publicity,  he  once  rewarded  casino 
workers  for  meeting  profitability  goals 
by  giving  away  dozens  of  cars.  He  made 
sure  the  press  was  there  to  report  his 
generosity. 

His  yuck-it-up  persona  hasn't  kept  him 
from  making  some  shrewd  decisions. 
The  Golden  Nugget  he  built  in  Atlantic 
City  in  1978  became  that  city's  most 
profitable  casino  almost  overnight.  In 
1987,  he  sold  it  to  Bally  Mfg.  Corp.  for  a 
$170  million  pretax  profit.  He  also  devel- 
oped close  ties  to  Drexel  Burnham  Lam- 
bert Inc.'s  Michael  Milken.  In  one  of  his 
last  deals  at  Drexel,  Milken  floated  $540 
million  in  bonds  to  build  the  Mirage. 

Should  the  new  casino  falter,  Wynn 
might  get  a  call  from  Donald  J.  Trump, 
who  has  been  looking  for  a  way  into 
Vegas  for  some  time.  Trump  declined  to 
comment  on  rumors  that  he  wants  to 
buy  the  Mirage.  But  Wynn  scoffs  at  the 
idea  that  he'd  ever  have  to  sell.  "Do  you 
really  think  people  aren't  going  to  want 
to  see  this  place?"  he  says.  "I  won't  be 
able  to  keep  them  out."  He  had  better 
hope  so:  Anything  less,  and  Vegas  might 
not  seem  so  much  fun  anymore. 

By  Royiald  Grover  in  Las  Vegas 
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And  for  good  reason.  Like  you, 
these  executives  have  a  lot  on  their 
minds.  They  don't  want  to  worry 
about  potential  heating  and  air  con- 
ditioning problems  in  their  com- 
mercial buildings— is  the  system 
running  efficiently  or  wasting 
money?  Are  the  components  being 
properly  serviced  to  ensure  long 
equipment  life?  Will  an  equipment 
failure  break  the  budget? 

With  LING  Service',  they— 
and  you — don't  have  to  worry.  LINC 
Service®  takes  care  of  everything. 
For  a  budgetable  monthly  amount, 
your  authorized  LINC  Service® 
Contractor  will  do  whatever  it  takes 
to  keep  your  heating  and  air  con- 
ditioning system  running  reliably, 
efficiently,  and  affordably. 

That's  Guaranteed  Profes- 
sional Maintenance.  And  for  execu- 
tives  who  have  chosen  LINC 
Service",  that's  peace  of  mind. 

So,  why  worry  about  your 
heating  and  air  conditioning  sys- 
tem. THINK  LINC" .  It  could  be  one 
of  your  best  executive  decisions 
ever 

For  the  name  of  the  LINC 
Service  "  Contractor  nearest  you, 
call 

800-638-2000 

(In  Maryland,  800-831-4300) 

® 


SERVICE 


)PLE 
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Is  the  perfect  hedge 

found  only 
in  a  French  garden? 


With  all  due  respect  to  the  French,  a  financial  hedge  can  also  be 
a  thing  of  beauty. 

What's  more,  it  can  take  shape  in  any  number  of  elegant  ways. 
Because  at  Chemical,  we  begin  with  a  careful  analysis  of  your  risk 
profile  so  that  a  hedge  can  be  tailored  to  your  individual  needs. 

We  can  help  you  weather  fluctuations  in  your  future  cost  of  funds 
with  interest  rate  or  currency  swaps.  Or  use  caps  and  floors  to  let  you 
take  advantage  of  changing  rates  while  limiting  your  exposure. 

We  can  guard  against  the  rising  dollar  or  yen  with  futures  and 
options.  And  hedge  your  operating  risk  with  commodity  swaps. 

If  you  want  a  more  aggressive  approach  to  how  your  garden 
grows,  we  can  also  use  many  of  these  same  techniques  to  help  you 
make  the  most  of  any  market  opportunity 

But  whether  you  opt  for  a  risk  position  or  a  classic  hedge,  we'll 
help  you  adapt  to  changes  in  the  economic  climate.  That's  effective 
risk  management. 

And  the  closest  thing  to  a  perfect  hedge. 


CkmicalBaink 

The  bottom  line  is  excellence? 
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STRATEGIES  I 


THE  CHANGES  AT  REVIDN 

ARE  MORE  THAN  JUST  COSMETIC 


With  the  help  of  Sol  Levine,  Ron  Perelnian  is  starting  to  recapture  the  old  pizzazz 


Sol  Levine  seems  well-equipped  for 
a  tough  txisk:  reinventing  Revlon 
Inc.  For  one  thing,  Levine,  a  com- 
pany veteran  who  had  retired  in  1980, 
did  repair  work  on  Revlon  some  20  years 
ago  on  behalf  of  founder  Charles  Rev- 
son.  For  another,  this  son  of  a  Lithua- 
nian cabinetmaker  boasts  more  than  40 
patents,  many  of  them  for  devices  creat- 
ed in  his  home  workshop.  His  latest  in- 
vention dispenses  tiny,  disposable  make- 
up samples  so  customers  don't  have  to 
test  lipsticks  and  eyeshadows  tried  by 
others. 

As  president  of  Revlon  this  time 
around,  Levine  has  run  true  to  form. 
He's  pushing  out  new  products,  acquir- 
ing other  brands,  and  trying  to  reclaim  a 
hefty  chunk  of  the  lucrative  department 
store  market.  His  assault  on  the  depart- 
ment stores  has  yet  to  succeed,  but  he 
insists  his  strategy  will  work.  "We  want 
to  sell  to  every  customer,  at  every  price, 
at  every  class  of  trade,"  he  says. 

Levine,  61,  came  out  of  retirement  at 
the  urging  of  investor  Ronald  0.  Perei- 
man,  who  bought  Revlon  four  years  ago 
in  a  takeover  fight  with  Revson's  hand- 


picked  successor,  Michel  C.  Bergerac. 

At  first,  Levine  had  some  damage  to 
repair.  For  nearly  a  decade,  Bergerac 
used  the  spare  cash  generated  by  Rev- 
Ion's  beauty  operations  to  diversify  into 
health  care.  He  skimped  on  the  ingredi- 
ents and  packaging  of  Revlon's  cosmet- 
ics and  cut  back  on  research  and  devel- 
opment. "Revlon  lost  its  position  with 
the  American  consumer,"  says  Sid 
Strieker,  an  executive  recruiter  and  for- 
mer Revlon  vice-president.  "It  no  longer 
stood  for  fashion."  Bergerac  could  not 
be  reached  for  comment. 
BIG  HIT.  Since  Perelman  took  Revlon  pri- 
vate in  a  leveraged  buyout  in  1985,  he 
has  sold  off  all  but  one  of  the  health 
care  businesses.  "Returning  to  our  heri- 
tage" is  the  constant  refrain  among  Rev- 
lon executives.  No  wonder.  Back  in  the 
1950s  and  1960s,  Revson  ruled  the  cos- 
metics industry.  Until  he  appeared  on 
the  scene,  nail  polish  and  lipstick  were 
available  in  limited  colors  and  were  iden- 
tified by  numbers.  Revson  concocted 
hundreds  of  shades,  with  names  like 
Fifth  Avenue  Red  and  Fire  &  Ice,  and 
marketed  them  with  sexy  ads. 


REVLON'S 
PANOPLY  OF  NEW 
PRODUCTS 


A  STRONG  SELLER 

For  affluent  women, 
there's  the  tony  Princess 
Marcella  Borghese  line 


T  SAFE  FOR  THE  PURSE 

Blush  in  an  air 
brush  won't  break  or 
crumble  if  dropped 


With  the  help  of  Levine,  Perelman  i: 
recapturing  a  bit  of  that  old  Revson  piz 
zazz.  "There  has  been  a  change  for  th( 
better  at  Revlon,  and  it's  because  of  Le 
vine,"  says  Lester  Gribetz,  vice-chair 
man  of  Bloomingdale's.  For  the  firs 
time  in  years,  Revlon  is  innovating 
again.  For  instance,  its  No  Color  mas 
cara,  which  lengthens  and  thickens 
lashes  with  clear  gel,  was  a  big  hit  wher 
it  was  introduced  last  year.  Also  among 
a  flurry  of  new  products  is  Electric 
Youth,  a  fragrance  for  teenagers  thai 
features  high-tech  packaging  and  an  ac 
campaign  starring  Debbie  Gibson,  the 
wholesome  teen  rock  star. 

Perelman,  whose  previous  acquisitions 
have  included  manufacturers  of  tobacco 
chocolate,  and  licorice,  has  also  exor 
cised  Revlon's  bureaucratic  malaise.  Un- 
der Bergerac,  it  took  two  to  five  years  to 
bring  out  a  new  product,  depending  or 
how  innovative  it  was,  says  Annett€ 
Golden,  Revlon  executive  vice-president 
The  time  has  been  cut  in  half.  "The  new 
Revlon  doesn't  wait  for  years 
to  make  a  decision  and  mis? 
the  market  in  the  pro- 


<  WOOING  WORKING  WOMEN 

This  liigh-tech  eyeliner, 
from  its  Ultima  II  line, 
targets  the  value-conscious 


►  STARTING  THEM  YOUNG 

With  its  Electric  Youth 
scent,  Revlon  is  going  after 
girls  in  their  early  teens 
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I  acquired  the  paintii^  of  my  dreams. 
Only  to  discover  it  was  a  brilliant  forgery. 


I  bought  stocks  like  they  were  going  out  of  style. 

And  they  were. 


1  married  for  love. 
Then  found  1  was  being  married  for  n^oney 


1  bouglit  myself  a  Waterman. 


There  are  some  decisions  one  never  lives  to  regret. 


Pens  write.  A  Waterman  pen  expresses.  For  mure  than  a  century,  this  distinction  has  remained  constant.  In  the  precise,  painstaking 
tooling,  for  exafnple.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal 
Those  who  desire  such  an  instrument  of  expression  f)  will find  Waterman  in  a  breadth  of  styles,  prices  and  finishes. 


'on  f\  , 

Wa 


'ATERMAN 


PARIS 


©  )9S9  Willerman  Pen  Company 
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cess,"  Golden  says.  Respon- 
siveness extends  to  other  ar- 
eas as  well.  When  Revlon's 
Dutch  distributor  got  wind 
that  a  competitor  was  about 
to  roll  out  its  own  version  of 
No  Color  mascara  before  he 
could,  Revlon  overnight  sent 
70,000  tubes  to  drugstores  for 
a  preemptive  strike. 

Although  Revlon's  spark 
has  been  rekindled,  it  now 
faces  a  far  more  competitive 
world.  Sure,  its  acquisitions  of 
Max  Factor  and  Almay  have 
helped  it  capture  37%  of  the 
drugstore  trade.  But  the  go- 
ing will  get  considerably 
tougher  now  that  Procter  & 
Gamble  Co.  has  snapped  up 
Noxell  Corp.,  which  makes 
drugstore  lines  Cover  Girl  and 
Clarion.  And  Unilever  PLC, 
which  already  owns  Faberge 
and  Calvin  Klein  fragrances, 
is  interested  in  buying  May- 
belline  from  Schering-Plough 
Corp.,  which  says  the  line  is  not  for  sale. 
'MAJOR  SHAKEOUT.'  A  more  immediate 
problem,  though,  is  department  store 
cosmetics.  Revlon  holds  less  than  109J  of 
this  market,  says  industry  consultant  Al- 
lan G.  Mottus,  and  the  competition  is 
voracious.  Today's  leader  is  Estee  Lau- 
der Inc.,  a  privately  held  company  run 
by  the  matriarch's  son,  Leonard.  Then 
there's  French  cosmetics  concern  L'Ore- 
al,  whose  Lancome 
brand  ranks  third  in 
sales  volume  behind 
Estee  Lauder  and 
Lauder's  Clinique 
lines.  And  there  are 
scores  of  other  com- 
panies vying  for  the 
shopper's  attention. 
The  result?  "There's 
going  to  be  a  major 
shakeout  in  brands," 
predicts  Gary  Mul- 
loy,  executive  vice- 
president  nf  Maybel- 
line  Co. 

Revlon  is  vulnera- 
ble. In  its  effort  to 
have  something  to 
appeal  to  every  shop- 
per, it  sells  nine  dif- 
ferent brands  at  department  stores,  sev- 
eral of  them  anemic  lines  that  Perelman 
acquired.  The  company  is  marketing  the 
brands  under  .-n  umbrella  concept  called 
The  Nines — as  iii  "dressed  to  the  nines." 
The  idea  is  to  drav.  the  customer  to  the 
Nines  display,  when  .  salesperson  will 
steer  her  to  the  right  pnclucts.  For  af- 
fluent women  looking  f<jr  eye  shadow 
and  lipstick,  there's  the  tony  Princess 


LEVINE:  WILL  HIS  "SOMETHING  FOR  EVERYONE"  CONCEPT  PAY  OFF? 


REVLON'S  STRENGTH... 

Drugstores 

Company 

Market  share 

REVLON 

36,7% 

NOXELL 

12,9 

MAYBELLINE 

12.1 

L'OREAL 

9.6 

...AND  WEAKNESS 

Department  stores 

ESTEE  LAUDER 

37.8% 

L'OREAL 

13.4 

UNILEVER 

8.3 

REVLON 

8.2 

DATA.  REVLON  INC.,  BW,  MOTTUS  &  ASSOCIATES 

Marcella  Borghese  line.  Want  moisturiz- 
ers and  wrinkle-removers?  There's  Ger- 
maine  Monteil.  For  those  interested  in 
the  latest  trend — custom-blended  color — 
there's  Charles  of  the  Ritz. 

The  Nines  has  proved  difficult  to  exe- 
cute, confusing  both  retailers  and  cus- 
tomers. "The  Nines  is  the  most  misun- 
derstood concept  in  the  history  of  man," 
admits  Levine.  Revlon  says  the  Nines  is 
working  well  at  the 
107  retail  outlets 
where  new  fixtures 
have  been  installed 
and  salespeople  have 
been  adequately 
trained.  Results  have 
been  spotty  else- 
where. Some  retail- 
ers gripe  about  late 
shipping  and  poor 
service — shortcom- 
ings that  have 
plagued  Revlon  for 
years.  Fact  is,  the 
program  is  costly, 
calling  for  extensive 
sales  training,  elabo- 
rate displays,  and 
lots  of  promotions 
and  advertising. 
The  Nines  has  stirred  up  controversy 
even  within  Revlon.  Some  managers  be- 
lieve lumping  brands  together  in  the 
Nines  dilutes  the  image  of  such  strong 
lines  as  Princess  Marcella  Borghese. 
Some  retailers,  however,  are  hoping  Le- 
vine hangs  on.  "Revlon  will  not  be  in  the 
department  store  business  without  the 
Nines,  because  none  of  their  individual 
lines  is  strong  enough  to  survive  on  its 


I 
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own,"  says  William  T.  Dillard 
II,  president  of  Dillard  De- 
partment Stores  Inc.  At  Dil- 
lard's, the  Nines  posted  a  20% 
sales  gain  in  the  first  nine 
months  of  this  year,  com- 
pared with  16%  for  the  rest  of 
the  cosmetics  department. 
RAMPANT  RUMORS.  Revlon  can 
afford  to  be  patient.  Although 
it  makes  some  financial  data 
public  because  its  debt  is  pub- 
licly traded,  privately  owned 
Revlon  provides  no  details  on 
specific  lines.  Perelman  him- 
self declined  to  be  interviewed 
for  this  story.  Nevertheless, 
it's  apparent  that  the  compa- 
ny is  at  least  holding  its  ownJlfflV 
financially.  In  1988,  net  in- 
come fell"  53.8%,  to  $110.3  mil- 
lion, from  the  prior  year, 
which  had  included  a  $241.4 
million  pretax  gain  from  asset  Lsfj 
sales.  Revenues  had  increased 
18%,  to  $2.6  billion.  But  so  far 
this  year,  Revlon's  operating 
income  is  flat  on  a  sales  increase  of^mc 
9'a — even  while  paying  down  debt. 

Revlon  can  take  some  encouragement 
from  a  recent  survey  of  cosmetics  buy- 
ers by  analyst  Jack  L.  Salzman  of  Gold- 
man,'Sachs  &  Co.  The  October,  1989, 
report  shows  that  Revlon  has  dramati- 
cally improved  its  standing  in  drugstores 
since  the  last  time  the  survey  was  done. 
Some  75%  of  buyers  surveyed  said  Rev- 
lon's products  were  either  excellent  or 
above  average,  compared  with  only  35% 
three  years  ago.  But  in  departm.ent 
stores,  Salzman  reports  that  the  four 
weakest-selling  brands  are  Revlon's 
Charles  of  the  Ritz,  Germaine  Monteil, 
Ultima  II,  and  classic  Revlon. 

There  have  been  rampant  rumors  that 
Revlon  wants  to  get  rid  of  the  Nines, 
though  management  insists  that's  not 
the  case.  The  truth  is,  Revlon  can  pros- 
per without  the  department  stores.  May- 
belline  and  Noxell,  for  example,  have, 
succeeded  by  sticking  to  the  lower  endi 
of  the  market. 

Bergerac  also  believed  the  big  money 
would  be  made  through  drugstores  and 
supermarkets.  But  classic  Revlon's  mid- 
dle-market pricing  hurt  the  company  in 
an  era  of  market  segmentation  when 
growth  was  occurring  at  the  high  and 
low  end. 

That's  why  Levine  is  insistent.  "We're 
committed  to  department  stores,"  he 
says.  Despite  the  dominance  of  Lauder 
and  L'Oreal,  he  and  Perelman  are  con- 
vinced Revlon  can  return  to  its  halcyon 
days.  Then  Levine  could  spend  more 
time  in  his  workshop  and  less  in  the 
executive  suite. 

By  Monica  Roman  in  New  York 
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f  OurHotels  MakeBusiness 
Travel  Feel  like  AX^cation, 
[magine  What  Our  Resorts 
MaKe  AVacation  Feel  like. 


At  Four  Seasons  we  re  aware  that 
len  you're  away  on  business  your 
fs  can  be  even  more  pressure- 
:ked  than  those  spent  at  tlie  office. 

Which  is  why  we  want  to  make 
ar  stay  so  pleasurable,  you'll  look 
ward  to  your  next  business  trip. 

Superb  restaurants,  overnight 
issing,  complimentary  shoe  shine, 
ice  daily  maid  seivice,  and  24-hour 
:)m  senace  can  bring  calm  to  the 
)st  turbulent  day 

Of  course,  attention  to  detail 


and  unsurpassed  semce  are  the 
cornerstones  of  our  hotels,  but  they're 
also  the  foundation  of  our  resorts. 

And  tliats  just  the  beginning. 

Each  and  every  one  of  our 
resort  locations  have  been  carefully 
selected  for  their  environmental 
beauty  and  peaceful  serenity 

Yet  all  Four  Seasons  Resorts  offer 
a  wide  variety  of  recreational  activities 
for  you  to  enjoy  at  your  leisure. 

Needless  to  say  at  our  resorts 
you'll  be  pampered  by  all  the  attention 


you've  become  accustomed  to  receiv- 
ing at  our  hotels. 

But  tliat  shouldn't  be  surprising. 
After  all,  if  both  our  hotels  and  resorts 
share  the  name  Four  Seasons,  then 
they  obviously  share  something  else. 

Unparalleled  semce. 


msirvice  where  the  blue  Pacific  meets  iheSan  Yi\ez  Mouniains—Tlie  [~()urSccisoiisRcson,Santa  Barbai  a 


FourSeasons 

THE  GRAND  HOTELS  AND  RESORTS  OF  OURTlME. 
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^ITED  STATES:  Austin.  Boston.  ChiMg^niTheRitz-Cayltun).  Ch/iaf^o  I  opens  1989).  Houston  (Center}.  Houston  ( Inn  on  the  Park  I  LosAngelts.  Neiv  York  (The  Pierre). 
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STRATEGIES! 


TROUBLED  CIRCLE  K  IS 
TURNING  THIS  WAY  AND  THAT 


The  latest:  Bringing  ice-cream  whiz  Richard  Smith  in  to  consult 


If  you  want  to  sell  ice  cream,  Richard 
E.  Smith  is  your  man.  He  has  a 
knack  for  marketing  and  distribution 
that  his  competitors  envy.  The  47-year- 
old  Long  Islander  built  Frusen  Gladje 
into  the  nation's  second-largest  super- 
premium  ice-cream  brand  before  he  sold 
it  to  Kraft  Inc.  in  1985.  He  turned 
Steve's  Homemade  Ice  Cream  Inc.  into  a 
$22  million  company  and  rescued  Swen- 


that  quadrupled  its  outlets  to  4,685,  Cir- 
cle K  has  been  wracked  with  declining 
same-store  sales  and  shrinking  earnings. 
Competition  has  never  been  hotter  for 
the  industry's  second-largest  chain.  To 
underscore  its  plight,  when  Eller  put  the 
company  up  for  sale  last  summer,  no 
one  came  knocking  because  of  the  weak 
junk-bond  market  and  Circle  K's  trou- 
bled balance  sheet.  Eller  even  failed  in 


WHAT  HIGHER  PRICES 
WROUGHT  AT  CIRCLE  K 

THEY  BOOSTED  MARGINS... 


GROSS 
MERCHANDISE 
PROFIT  MARGINS 


QUARTER  ENDING 


JAN^  '89 
▲  PERCENT 


APR. 


JULY 


...BUT  SENT  SALES  TUMBLING 


CHANGE  IN 
SAME-STORE  SALES 

FROM  YEAR-EARLIER  QUARTER 


QUARTER  ENDING 


JAN. '89 
▲  PERCENT 


APR.  JULY 
DATA:  EPPLER,  GUERIN  S  TURNER  INC. 


sen's  Inc.  from  failure.  So  why  is 
Smith's  chauffeured  white  limo  often 
parked  outside  the  Phoenix  headcfuar- 
ters  of  Circle  K  Corp.  these  days?  Be- 
cause Circle  K  needs  all  the  help  it 
can  get. 

In  one  of  tlic  more  curious  manage- 
ment setups  around,  ice-cream  whiz 
Smith  is  doling  out  marketing  advice  as 
an  unpaid  consultant  to  Karl  Eller,  the 
embattled  chief  executive  of  the  conve- 
nience-store chain.  Deeply  in  debt  after  a 
six-year,  $853  million  acquisition  binge 


his  own  attempt  to  buy  the  company. 

That's  how  the  61-year-old  dealmaker 
came  to  be  heavily  dependent  on  Smith. 
Eller  has  been  keeping  his  eye  on  Smith 
ever  since  1987,  when  Smith  bought 
Swensen's  from  Eller,  merged  the  ice- 
cream parlors  with  Steve's,  and  quickly 
turned  Swensen's  around.  Figuring 
Smith  might  be  able  to  work  the  same 
magic  with  Circle  K,  Eller  has  given  him 
extraordinary  powers  to  set  policy  on 
marketing,  pricing,  and  distribution.  As 
Circle  K  cleans  house  in  its  marketing 


department.  Smith  is  training  the  nevj 
recruits.  "He  has  done  a  heck  of  a  job,'i 
Eller  says. 

What's  in  it  for  Smith?  The  New  Yorl 
entrepreneur  says  he's  simply  returninji 
a  favor.  Eller  "bet  on  me"  by  heljjin) 
out  with  financing  for  the  Swensen' 
deal.  Smith  explains.  And  Filer's  finan 
.cial  contacts  might  come  in  handy  again 
But  there  are  several  other,  more  lucra 
five,  possibilities.  Smith  is,  after  all,  stil 
chairman  and  chief  executive  of  Steve'J 
a  thinly  traded  public  company  that  h 
controls  and  in  which  Eller  holds  a  17/ 
stake.  Last  year,  Circle  K  bought  $2. 
million  worth  of  Steve's  ice  cream,  u 
from  a  mere  $163,000  two  years  earliei 
Moreover,  Circle  K  acknowledges  tha 
Smith's  dealings  on  its  behalf  give  hir 
extra  clout  with  distributors  that  alS' 
carry  Steve's  ice  cream. 
ERRATIC  PRICING.  Trouble  is.  Smith's  r( 
suits  at  Circle  K  hav 
been  less  than  dazzling  III 
True,  he  has  done  a  goo 
job  of  playing  hardba' 
with  Circle  K's  suppliers 
In  return  for  shelf  space 
co-op  advertising,  and  pre 
motional  displays,  he' 
getting  better  discount 
from  the  chain's  vendors 
But  former  executives  sa; 
Smith's  pricing  policies  ar 
causing  problems.  Sine 
April,  he  has  raised  ovei 
all  prices  substantiallj 
That  fattened  margin 
quickly  but  hurt  sale 
(charts).  Then  the  comp£ 
ny  launched  its  "Pric 
Busters"  program,  offei 
ing  periodic  deep  dis 
counts  on  such  popula 
items  as  milk  and  beer  t 
lure  consumers  back  int 
the  stores.  That  strateg 
has  been  tried  and  rejec 
ed  by  competitors  such 
Southland  Corp.  and 
tional  Convenience  Storei 
Circle  K's  erratic  pricin 
"is  the  kind  of  knee-jer 
stuff  that  confuses  th 
hell  out  of  the  consumer, 
says  John  F.  Antioco,  senior  vice-pres 
dent  for  retail  at  Southland,  owner  c 
the  7-Eleven  convenience  chain. 

Smith  says  the  price  hikes  are  simpl 
the  first  stage  of  a  long-range  plan  t 
improve  Circle  K's  performance.  Th 
chain  had  been  discounting  too  manl 
high-volume  items  such  as  soft  drink: 
That  shaved  storewide  margins.  Smith 
trying  to  discount  more  selectively,  bi 
first  he  had  to  raise  margins  overall.  Th 
reason:  Circle  K  needed  the  profits. 
Weighed  down  by  its  $1.1  billion  del 
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1  don 't  know  doctor,  ever 
since  we've  made  this  acquisition, 
I've  been  seeing  double!! 


If  your  company  has  some  equipment  or  excess 
inventory  it  doesn^t  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
needy  students,  and  supplies  for  worthy  colleges. 

Educational  Assistance  Ltd  Phone  (312)  690-0010,  or 
write  P.O.  Box  3021,  Glen  Ellyn,  IL  60138. 


load  and  stiff  competition,  the  company 
lost  $23  million  in  its  fiscal  fourth  quar- 
ter, ended  last  April.  That  slashed  th€ 
year's  profits  to  $15.4  million,  from  $60.4 
million  the  year  before,  even  as  annua 
sales  grew  31%,  to  $3.5  billion.  So  far 
this  year,  the  price  increase  and  manage 
ment  cuts  helped  Circle  K  to  a  profit  foi 
the  three  months  ended  in  July.  Bui 
Christopher  E.  Vroom,  an  analyst  with 
Alex.  Brown  &  Sons  Inc.,  says  the  profit 
improvement  will  be  short-lived. 

Already,  Circle  K  is  showing  the 
strain.  The  company  plans  to  pay  dowr 
$383  million  of  debt  over  the  next  thre( 
years,  largely  with  internal  cash.  Bui 
that  won't  leave  much  for  operations 
Bankers  in  April  cut  to  $325  million  froir 
$500  million  a  secured  credit  agreemeni 
the  company  uses  for  its  short-term  casl 
needs.  Within  weeks,  store  leaseholders 
forced  the  company  to  put  $5  million  ir 
escrow  because  it  didn't  meet  certain  fi 
nancial  requirements.  Then,  in  Septem 
ber,  the  company  suspended  its  7$  quar 
terly  dividend. 
EMPTY  CUPBOARD.  Shedding  assets  now 
would  help  ease  the  crunch,  but  Ellei 
has  precious  little  to  unload.  He  has  al 
ready  sold  and  leased  back  about  86%>  oJ 
his  stores  and  the  land  they  sit  on.  Ir 
the  past  year,  he  has  sold  an  ice  plant,  g 
sandwich-making  commissary,  and  ever 
rights  to  future  expansion  in  Japan 
Eller  says  he  may  now  try  to  peddle  £ 
small  bottling  plant,  a  few  small  groups 
of  stores,  and  some  vacant  land.  He  alsc 
might  try  to  restructure  his  debt. 

With  Circle  K,  Eller  is  in  unchartec 
territory.  It's  not  like  the  billboard  anc 
radio  station  empires  he  built  and  sole 
for  fat  profits  in  past  decades.  "Karl  is  i 
company  builder.  He's  not  necessarily  £ 
great  retailer,"  says  Los  Angeles  monej 
manager  George  A.  Froley,  a  longtime 
Eller  friend.  "This  is  probably  the  tough 
est  problem  he  has  ever  faced."  Now 
Eller  may  have  to  sell  off  big  chunks  oi 
the  empire  that  he  just  finished  building 
Logical  buyers  for  the  chain  would  be 
the  big  oil  companies  that  operate  simi 
lar  outlets.  They  passed  on  the  chair 
this  summer  when  Eller  insisted  on  sell 
ing  it  intact.  But  they  might  be  lurec 
back  if  regional  pieces  were  put  on  th( 
block. 

Smith,  meanwhile,  has  plenty  of  wort 
to  do.  Eller  says  he  is  only  on  temporarj 
duty;  Circle  K  is  still  looking  to  hire 
new  operating  chief.  But  so  far,  Smith's 
role  just  keeps  expanding.  "He's  tough 
shrewd,  and  successful,"  says  Fred  La 
ger,  president  of  rival  Ben  &  Jerry'i 
Homemade  Inc.  "You  can  never  count 
Richie  Smith  out."  You  also  can  bet  hii 
limo  will  be  seen  in  Phoenix  for  i 
while  yet. 

By  Kathleen  Kenmn  in  Phoenii 
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The  good  news  byou  can  buy  a  Saab 
for  about  $17000l  There  is  no  bad  news* 


As  a  rule,  good  news 
makes  lousy  headlines. 

But  like  every  rule. 
It  has  an  exception.  The 
1990  Saab  900  shown 
here  is  one. 

If  s  an  exception  to  the 
rule  that  you  can't  buy  a 
fully-equipped  European 
sports  sedan  for  less  than 
a  year's  tuition  at  an  Ivy 
League  college. 

Because,  for  the  note- 
worthy price  of  about 


$17,000,  it  comes  complete 
with  front-wheel  drive, 
enormous  cargo  capacity, 
terrific  handling,  16-valve 
engine,  ABS  brakes, 
driver's  air  bag.  Clarion 
AM/FM,  air  conditioning, 
and  Saab's  new  Roadside 
Assistance  Program. 
(Saabs  are  intelligently 
priced  from  $16,995  to 
$32,995.) 

Can  you  take  this  much 
good  news  at  once? 


Lef  s  hope  so,  because 
there's  more. 

For  the  fifth  year  run- 
ning, the  Saab  900  series 
has  ranked  best  in  its 
class  in  the  Highway  Loss 
Data  Institute's  safety 
ratings  for  frequency  of 
injury  claims.  HLDI  lists 
every  car  for  sale  in 
America.  Even  that  other 
car  from  Sweden. 

But  the  best  news  about 
the  Saab  900  is  something 


you  can't  get  second  hand; 
if  s  a  ball  to  drive.  This 
you1l  have  to  learn  with  a 
little  investigative  report- 
ing of  your  own. 

The  Saab  900.  in  terms 
of  utility,  value, 
safety  and  driv- 
ing enjoyment, , 
if  s  nothing  but ' 
good  news. 

Unless 


you  miss 
out  on  it. 


The  most  intelligent 
cars  ever  built. 


■  MSRP:  $16,995,  excluding  taxes,  license,  freight,  dealer  charges  and  options  Prices  subject  to  change  ©  1989  Saab  Scania  of  America. 


More  creating  our  fiirniture  stripper,  we 
onsidered  people  who  don't  even  own  fiirniture. 


our  hobby  shouldn't  be  hazardous  to  your  family's 
^alth. 

That's  why  we  invented  Safest  Stripper™  paint  and 
^rnish  remover.  Unlike  conventional  strippers,  it  has  no 
irmful  fumes  and  won't  hurt  the  skin.  It's  non-flammable 
id  even  cleans  up  easily  with  water. 

But,  this  is  just  one  example  of  our  innovative  thinking, 
^e  also  invented  Scotch-Brite  "  Soft  Scour!'"  scrub  sponges 


for  scratch-free  cleaning.  Post-It'"  Brand  removable  notes  to 
help  busy  people  communicate  effectively.  And  personal 
care  products  like  Heat  Comfort™  microwaveable  hot  packs 
to  help  relax  muscles. 

In  fact,  3M  is  constantly  solving  problems  with  break- 
through ideas  for  home,  office,  industry  and  health  care. 
So  that  every  day,  in  135  countries  around  the  world,  people 
benefit  from  3M  products  and  services. 

Innovation  working  for  you™ 


3M 


w. 


loutofZ 
teens  in 
America 
has  taken 
drugs. 

I  out  of  2 
parents 
doesnl 
see  it. 

See,  the  Washingtons  think 
it's  the  Smith  kid.  The  Smiths 
thihk  it's  the  Sanchez  kid. 
Maybe  the  Sanchezes  think  it's 
your  kid. 

Maybe  it  is  your  kid. 

Find  out.  Talk  to  your  kids. 
Tell  'em  the  dangers  of  drugs. 
Tell  'em  how  to  handle  peer 
pressure. 

Tell  'em  you  care.  It's  not 
easy.  But  I  can  help.  So  write 
me,  McGruff,  PO.  Box  362, 
Washington,  D.C.  20044. 

Don't  let  your  kids  take  a 
powder  Or  anything  else. 

Together,  we  can  help 
Take  a  Bite  out  of  Crime. 


JCATIONI 


EACHER  WANTED. 

10  EXPERIENCE  NECESSARY 

ew  programs  stress  expertise,  not  an  education  certificate 


ack  in  January,  1988,  Coca-Cola 
USA  didn't  give  Shirley  E.  Lee  a 
Coke  and  a  smile.  Tightening  its 
It  with  220  layoffs,  the  soft-drink  gi- 
t  gave  her  a  pink  slip.  So  after  23 
irs  at  Coca-Cola  as  a  chemist  and  fi- 
neial  analyst,  Lee  traded  her  chalk 


pes  for  a  chalkboard.  She  entered  a 
)rgia  program  that  allowed  her  to  re- 
e  teacher  certification  without  a  de- 
e  in  education.  By  the  following  Au- 
;t,  the  former  budget  manager  with  a 
iter's  degree  in  decision  science  start- 
teaching  math  at  an  Atlanta  high 
ool. 

n  schools  all  over  the  country,  mid- 
eer  converts  with  business  smarts 


and  impressive  credentials  are  revitaliz- 
ing math  and  science  teaching.  In  the 
past  five  years,  some  26  states  have 
passed  "alternative  certification"  laws, 
which  streamline  the  restrictive  require- 
ments that  might  have  prevented  even 
Albert  Einstein  from  teaching  high- 
school  physics.  About  W/<  of 
all  new  teachers  hired  last 
year  had  alternative  certifi- 
cation, and  the  number  is 
growing  steadily. 
TURNOFFS.  New  Jersey  was 
among  the  first  to  experi- 
ment. "We  were  concerned 
about  the  quality  of  people 
choosing  to  be  teachers  in 
New  Jersey,"  says  Ellen  M. 
Schechter,  director  of  the 
state's  office  of  teacher  edu- 
cation. That's  because  low 
pay  and  low  prestige  dis- 
couraged the  brightest  stu- 
dents from  majoring  in  edu- 
cation. The  large  number  of 
education  credits  required 
for  certification  turned  off 
others.  So  in  1985,  the  state 
department  of  education 
V  adopted  the  Provisional 
-  Teacher  Program  in  the  face 
of  a  firestorm  of  protest  by 
skeptical  administrators  and 
unions.  Four  years  later,  ac- 
cording to  Schechter,  "every 
major  constituent  group 
supports  the  program," 
which  has  served  as  a  model 
for  other  states. 

Today,  the  program's  one- 
year  schedule  puts  would-be 
teachers  into  the  classroom 
right  away  with  full  pay, 
while  they  receive  200  hours 
of  instruction  in  teaching 
and  child  psychology.  To  qualify  for  pro- 
visional-teacher status,  applicants  must 
first  pass  the  National  Teacher  Exam 
and  hold  bachelor's  degrees  in  the  fields 
they  wish  to  teach.  At  the  end  of  a  new 
teacher's  first  year,  the  school  principal 
decides  whether  to  recommend  perma- 
nent certification  based  on  periodic  class- 
room evaluations. 
The  results  are  impressive.  Last  year, 
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rheywill 
^njoythe 
ruits  of  our 
esearch. 


The  year  2010  may  seem  far  off.  But  there  is  one  prophecy  we 
can  make  ri_^ht  now:  energy  economy,  transportation,  and  envi- 
ronmental protection  issues  will  be  no  less  important  than  they 
are  today. 

As  a  world  leader  in  electrical  engineering,  we  focus  our 
research  and  development  efforts  on  these  areas.  The  results 
have  far-reaching  effects. 

Take  our  ingenious  burners  and  combustion  chambers  for 
fossil  fuels,  for  example.  They  offer  extremely  low 
emission  values  of  pollutants,  and  provide  customers 
with  the  most  modern  power-generation  equipment  for  new  plants, 
or  the  upgrading  of  existing  ones. 

Or  take  ceramic  fuel  cells,  which  convert  the  kitent  energy 
potential  of  fuels  directly  into  electrical  power.  Their  use  in  power 
generation  will  lead  to  spectacular  increases  in  efficiency  and  mini- 
mize CO2  emissions. 

Novel  semiconductor  devices  and  power  electronic  systems 
will  play  an  important  part  in  future,  safe,  high-speed,  rail  trans- 
portation systems,  both  in  and  between  major  cities.  And  emission- 
free  electric  vehicles  will  become  a  practical  alternative  to  today  s 
cars  with  internal  combustion  engines. 

The  $  1 .3  billion  we  invest  annually  in  research  and  develop- 
ment of  this  kind  is  not  only  of  benefit  to  our  customers  in  terms 
of  immediate  results.  It  also  ensures  that  they  will  have  a  business 
partner  at  the  leading  edge  of  electrical  engineering  and  environ- 
mental technologies  20  years  from  now. 

Which  is  when  our  children  will  take  over. 


Aim 

ASEA  BROWN  BOVERI 
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of  new  teachers  in  New  Jersey 
came  through  the  program.  "They're 
really  top-quality  individuals,"  says 
Ruthie  Green-Brown,  principal  of  Cam- 
den (N.J.)  High  School.  And  they're 
staying  with  teaching:  Just  4'-!  left  after 
their  first  year,  compared  with  16%  of 
those  with  traditional  backgrounds. 
Green-Brown,  whose  inner-city  high 
school  is  989'  black  and  Hispanic,  calls 
the  program  "the  salvaging  vehicle  for 
the  urban  schnol." 

SKIPPING  THE  JARGON.  A  similar  system 
in  California  is  a  boon  to  Los  Angeles, 
which  has  trouble  attracting  math  and 
science  teachers  to  its  gritty  urban 
schools.  When  the  District  Intern  Pro- 
gram began  in  1984,  "there  was  a  lot  of 
skepticism,"  says  Carla  Smotherman, 
personnel  specialist  in  the  Los  Angeles 
Unified  School  District.  Today,  principals 
specifically  request  district  interns.  Says 
Frances  Haywood,  vice-president  of  the 
United  Teachers  of  Los  Angeles:  "It's 
one  of  the  few  programs  that  we  agree 
does  work." 

Educators  say  determination  alone 
doesn't  make  a  great  teacher.  Most 
agree  that  alternative-certification  pro- 
grams should  include  formal  training, 
but  there's  no  agreement  on  what  the 


training  should  include.  Some  believe 
that  all  teachers  should  earn  an  educa- 
tion degree.  Others  claim  that  traditional 
teacher  training  in  universities  often  em- 
phasizes jargon-filled  theories  rather 
than  practical  teaching  skills. 

An  innovative  alternative-certification 
program  sponsored  by  the  American 
Federation  of  Teachers  has  brought  to- 
gether teachers,  administrators,  and  col- 


Some  companies  are  picking 
up  the  tab  when  employees 
make  a  midcareer  switch 
to  math  or  science  teacliing 


lege  professors  to  design  a  master's  de- 
gree curriculum.  Full-salaried  new 
teachers  in  the  Teacher  Recruitment  & 
Internship  Program  (TRIP)  work  with 
mentors  and  attend  specially  designed 
university  classes,  paid  for  by  the  school 
district.  After  two  years,  they  receive  a 
master's  degree  in  education.  The  course 
work  is  "thoroughly  grounded  in  all  the 
recent  research  on  effective  teaching," 


says  Billy  F.  Birnie,  an  instructional-! 
cruiting  officer  for  Dade  County  (Fl; 
public  schools. 

So  far,  participating  school  distric 
have  been  able  to  afford  just  a  handf 
of  TRIP  teachers.  In  Dade  County,  th( 
accounted  for  fewer  than  1%  of  ; 
teachers  hired  last  year.  And  the  Atlan 
public  schools  dropped  out  of  the  pi 
gram  last  June,  citing  its  excessive 
high  cost. 

Some  companies,  concerned  about  tl 
educational  level  of  future  workers,  a 
picking  up  the  tab  when  their  employe 
decide  to  make  a  midcareer  switch 
math  or  science  teaching.  In  Massach 
setts,  Polaroid  Corp.'s  Project  Bridj 
sends  them  for  a  one-year  master's  c 
gree,  paying  up  to  $15,000  for  tuition, 
addition  to  their  normal  salary. 

This  kind  of  coq^orate  support  may  1 
the  future  of  teacher  training.  Preside 
Bush's  proposed  Educational  Excellen 
Act  includes  $25  million  for  the  states 
develop  alternative-certification  pr 
grams,  but  no  money  to  run  them.  Ta 
ing  a  cue  from  the  universities,  hij 
schools  may  soon  ask  local  busine 
leaders  to  endow  teaching  chairs — ai 
then  to  sit  in  them. 

By  Dayiiel  P.  Oran  in  New  Yo 


I  Sizing  Up 

the  Earth 
in  200B.CJ 

Eratosthenes,  director  of  the 
great  library  at  Alexandria  in 
EGYPT,  believed  the  earth  to  be 
round.  So  he  decided  to  do  what 
no  one  had  ever  done— measure 
it.  With  a  simple  measurement  of 
the  sun's  shadow  in  two 
places,  he  was  able  to 
calculate  the  earth's 
circumference  fairly 
accurately. 


PIONEERS  IN  MEASUREMENT 


/Inritsu 


2000 A.D. 

Today,  Anritsu  pioneers  in 
communications  measure- 
ment. Long  a  leader  in  the 
most  advanced  techniques, 
Anritsu  continues  to  reach 
new  levels  of  accuracy. 
Tomorrow's  systems  will  require 
the  highest  possible  precision.  That's  why 
communications  equipment  manufactur- 
ers and  carriers  around  the  world  turn  to 
Anritsu  for  the  most  reliable  measuring 
and  test  equipment. 


ANRITSU  CORPORATION    10-27  Mmamiazabu  5-chome,  Minato-ku,  Tokyo  106,  Japan    Phone  Tokyo  03-446-1111,  Telex  0-242-2353  ANRITU  J 
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When  it  comes  to  on-time  delivery, 
they're  overnight  sensations. 

They  move  over  20  million  pounds  of  freight  daily, 
serving  more  than  50,000  communities  in  34  states  and 
Eastern  Canada.  These  are  the  CF  companies 
specializing  in  next  day  delivery  for  regional  shippers: 
Con-Way  Western  Express  (CWX)  in  California, 
Arizona  and  Nevada;  Con-Way  Central  Express  (CCX) 
in  the  Midwestern  States;  Con-Way  Eastern  Express 
(CEX)  in  the  Northeastern  States  and  Eastern  Canada; 
Con-Way  Southern  Express  (CSE)  in  the  Southeast; 
Con-Way  Southwest  Express  (CSW)  in  Louisiana, 
Oklahoma  and  Texas. 

Five  regional  carriers,  serving  five  distinct 
geographical  areas.  Each  is  independent  with  its  own 
identity,  equipment  and  work  force.  And  each  builds 
on  the  established  strengths  of  Con-Way  Transportation 
Services,  part  ofTheCF  Company.  So  you  can  depend 
on  their  financial  stability,  modern  fleet  and  service 
centers,  and  advanced  communications  technology.  All 
are  dedicated  to  staying  miles  ahead  in  service  by 
placing  the  customer's  needs  first  and  delivering  each 
shipment  on-iime,  every  time.  Because  there's  only  one 
sensation  we  want  our  customers  to  feel.  Satisfaction. 


COnSOLIDRTED. 
FREiGHTlUnVS,  IRC. 


The 
Compant) 


Miles  aheaD 
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ITALY,  THE  ECOI^OMIC 

MIRACLE  OE  THE 
EIGHTIES  C01\TII%LES 

BY  ROSE  DARBY 

The  sand  in  the  hourglass  of  the  twen- 
tieth century  has  almost  run  out, 
and  with  it,  what  ironic  changes  time 
has  wrought. 

The  turn  of  the  19th  century  saw  droves 
of  poor  Italians  emigrating  to  America  and 
elsewhere,  in  search  of  jobs  and  new  hope. 
The  Italians  who  stayed  home  became 
known  the  world  over  for  theii"  resourceful- 
ness in  somehow  coping  with  poverty  and 


i 


chaotic  change. 

Today,  a  favorite  quip  of  modem  Italians 
is  "L' America  e  qui"  or  America  is  here.  It 
well  describes  the  evolution  of  the  new  Ital- 
ian nation.  Now  modem  day  immigrants, 
many  hungry  and  desperate  from  the  third 
world,  teem  to  Italy's  shores.  That  Italian 
resourcefulness,  once  the  butt  of  jokes, 
honed  a  nation  of  businessmen  into  the 
worlds  fifth  largest  industrialized  economy 
In  one  hundred  years'  time,  history  has 
come  full  circle. 

Italy,  once  known  as  the  "Garden  of 
Europe,"  has  bloomed  into  an  industrial 
powerhouse.  Beyond  its  traditional  fame  for 
industrial  design,  its  major  industrial 
groups  have  taken  positions  of  prominence 
on  the  European  and  world  business  scene 
during  the  late  1980's. 

Carlo  De  Benedetti  brought  exponen- 
tial change  into  Italian  informatics  and  heads 
an  impressive,  Pan-European  financial  em- 
pire, Gianni  Agnelli  owns  one  of  the  world's 
most  innovative  and  successful,  automobile 
and  diversified  industrial  empires,  Raul 


SPECIAL  ADVERTISING  SECTION 


business  news  from 


Gardini  has  shaped  Italian  chemicals  and 
agro-industry  into  leading  edge  forces,  and 
Silvio  Berlusconi  heads  one  of  Europe's 
most  adv-anced  media  empires. 

Indeed.  Italy  is  being  forecast  as  Eu- 
rope's largest  economy  by  the  year  2,000, 
b\-  economists  at  Ainerican  Express  Bank's 
Economics  Unit  in  London. 

Its  industrial  companies  and  entrepre- 
neurs are  noted  for  their  flexiblity,  energy, 
and  ubiquity  One  example  of  this  is  re- 
flected in  recent  data  on  mergers  &  acquisi- 
tions. From  1987  through  1988,  M&A  activ- 
ity invoh  ing  Italian  controlled  companies 
totalled  roughly  42  tnllion  lira  ($30.8  billion) 
and  more  than  1,000  operations  totalling  25 
trillion  lira  ($18.3  billion)  are  predicted  for 
this  year  alone. 

Italy  is  being  called  Europe's  richest 
giound  for  LBO/MBO  activity,  as  its  post- 
er entrepreneui's  pass  the  nation's  indus- 
trial heritage  on  to  the  next  generation. 
Further,  venture  capitalists  from  around 
the  world  are  lining  up  to  invest  in  Italy's 
wealth  of  small  and  medium  sized  enter- 
prises. In  the  past  20  months,  Schroder's 
Bank,  Chase  Manhattan,  Rothschild 
Group,  Euroventures  BV,  and  others  have 
raised  funds  to  mvest  in  Italian  industry  via 
local  partners. 

Within  Europe,  Italy  will  be  next  in 
taking  over  the  EEC  presidency  for  the  sbc- 
month  term.  This  comes  at  a  particularly 
significant  moment,  since  the  job  of  lading 
the  groundwork  for  complete  integi'ation  of 
short  term  capital  flows  (effecti\'e  Julv  1. 
1990)  will  belong  to  Italy 

Despite  these  \ictones  and  Italy's  vast 
potential,  there  are  problems  too.  For  in- 
stance, there  is  a  womsome  national  deficit 
and  important  public  services  remain  ineffi- 
cient and  too  costly  But,  if  the  past  proves 
anything,  it  is  that  Italy  will  overcome  these 
obstacles  and  emerge  into  the  new  millen- 
nium both  as  an  innorator  and  a  leader 


/  W  I\TER\  IFW  WITH 
^    CIWM  l»f:  >IIC  IIKIJS 

ITALL-LX  MLMSTER  OF 
FOREIGN. AFFAIRS 

Gianni  De  Michelis  is  Italy's  Minister 
of  Foreign  .\ffairs  and  a  member  of 
the  Chamber  of  Deputies. 
A  native  and  long-time  resident  of  Ven- 
ice, he  has  been  a  member  of  the  Italian 
Parliament  for  the  past  13  years,  where  he 
served  as  M'liister  of  State  Holdings,  Min- 


ister of  Labor,  and  Deputy  Piime  Minister 
under  various  administrations,  and  is  a 
prominent  member  of  the  Italian  Socialist 
Party 

Minister  De  Michelis,  whose  back- 
gi'ound  is  in  chemistry,  also  serves  in  the 
Pio  Manzii  International  Research  Center 
on  the  environment,  which  advises  the 
United  Nations  and  UNIDO  on  environ- 
mental issues,  and  works  to  promote  world 
awareness. 

Besides  his  passion  for  politics,  Minis- 
ter De  Michelis  has  a  deep  love  of  the  arts 
and  culture.  He  is  noted  as  a  leading  voice  in 
the  restoration  and  preservation  of  Italian 
and  Venetian  art  treasures. 

Minister  De  Michelis  recently  took  a 
few  minutes  to  speak  with  Business  Week 
about  Italy's  place  in  today's  world  and  what 


Italy's  newly  appolttted  Foreign 
.M i  II  i ,s ( 1* r .  fji i a  II II  i  De  M ichelis. 
statesm€in.  scientist  and  champion 
of  the  Arts  for  his  native  *  «»iii«'«*  as 
tcell  as  for  Italy. 

the  future  may  hold. 

Q,  Would yoH  please  enumerate  and  de- 
•  fine  Italy's  primary  foreign  policy  for 
the  near-term  future? 

A:  Italian  foreign  policy  will  continue  along 
its  established  and  well-known  lines:  soli- 
darity with  the  Atlantic  Alliance  and  ad- 
Nancement  of  the  program  for  economic  and 
political  integration  of  the  European  Com- 
munity 

Two  aspects  of  these  guiding  princi- 
ples are  of  special  interest  today  First,  rela- 
tions with  East  European  countries,  and 
consequently  the  interaction  between  the 
EEC  and  the  processes  of  reform  underway 
in  these  countries.  Second,  the  redefinition 
of  the  relationship  within  the  Atlantic  Alli- 
ance between  the  United  States  on  the  one 
hand,  and  Europe  on  the  other,  which  has 
been  asked  to  make  a  greater  contribution 
not  only  in  a  quantitative  sense.  Further- 
more, our  position  as  a  Community  country 
and  member  of  the  Atlantic  Alliance  should 
not  make  us  neglect  our  role  as  a  Mediter- 
ranean country  In  the  Mediterranean  area 
Italy  should  be  thought  of  as  having  a 


stabilizing  function,  both  economically  and 
politically 

Q.  Italy  in  1989,  finds  itself  the  fifth 
•  largest  economy  in  the  world.  In  this 
context,  what  do  you  believe  are  Italy's  great- 
est challenges  in  the  coming  years? 
A:  Your  question  bears  witness  that  the! 
image  of  Italy  seen  from  abroad  is  con-! 
stantly  changing  in  a  positive  sense.  Cer- 
.  tainly,  in  the  Eighties  —  in  parallel  with  ex- 
ceptional non-inflationary  growth  of  the 
world  economy  —  Italy  underwent  a  period 
of  economic  expansion  to  some  extent  un- 
foreseen, showing  signs  of  extreme  vitality 
and  recovery  above  all  in  private  enterprise. 

In  the  coming  years,  Italy's  basic  chal- 
lenge will  be  consolidating  and  possibly  im- 
proving the  levels  of  development  already 
reached.  This  means,  in  my  view,  eliminat- 
ing the  disparities  in  those  sectors  where 
we  are  still  behind  in  respect  to  other  more 
developed  countries.  I  am  thinking  of  the 
need  to  reduce  the  public  debt, to  bring  es- 
sential public  services  (communications, 
transport  and  health)  up  to  European  levels 
and  to  reduce  the  differences  between 
Northern  and  Southern  Italy 

These  are  fundamental  transforma- 
tions—whose importance  the  Government 
is  fully  aware  of  and  which  it  is  starting  to 
tackle  —  which  will  allow  us  to  improve  our 
competitiveness  abroad.  For  Italy  perhaps 
these  are  the  aspects  on  which  the  chal- 
lenge of  the  single  market  in  1992  will  hinge. 

Q,  Wliere  do  you  see  Italy  in  the  plan  for 
•  a  unified  Europe  after 1992,  and  what 
kinds  of  problems  will  Italy  have  to  face  as  a 
result? 

A:  The  single  market  constitutes  an  impor- 
tant appointment  for  Italy  Indeed,  many 
stages  in  Italy's  post-war  development  have 
been  tied  to  the  strengthening  of  European 
integi'ation. 

Certainly  by  becoming  part  of  a  great 
single  market,  the  Italian  economy  will  be 
put  to  a  particularly  arduous  and,  in  some 
ways,  decisive  test. 

I  believe,  however  that  the  premises 
exist  for  meeting  this  challenge  with  confi- 
dence. Italy  should  continue  to  benefit  in 
the  coming  years  from  a  marked  rate  of 
economic  growth,  perhaps  among  the  high- 
est in  the  industrialized  world.  Here  our 
main  strength  lies  in  the  flexibility  and  dyna- 
mism of  our  producti\'e  system  and  in  our 
entrepreneurs  at  every  level. 

Q,  Italy  has  become  the  focus  of  a  wave  of 
•  both  legal  and  illegal  immigration, 
from  all  over  the  world.  .As  Foreign  Minister, 
could  you  please  describe  Italy's  response  to 
this  phenomenon  and  discuss  possible  out- 
comes? 

A:  In  Italy  the  phenomenon  of  immigration 
in  its  present  form  is  fairly  recent.  This 
explains  our  state  of  unpreparedness  in  re- ' 
ceiving  this  considerable  mdux  of  immi- 
grants. 

Among  other  things,  our  borders  are 


82  1-3 


For  tomorrow^  world. 


We  are  living  in  an  age  of  continual  change,  in 
which  innovation  is  the  key  strategic  tool. 
Within  Fiat  innovation  is  a  mental  attitude,  a  pro 
ductive  factor,  an  essential  component  in  the 
ethos  of  all  Group  companies.  But,  above  all, 
it  is  the  means  of  ensuring  Fiat  is  competitive 
internationally.  Through  its  extensive 
research  and  development  programmes 
Fiat  has  always  been  a  protagonist 
from  the  early  days  of  innovative  de 
velopment,  a  field  in  which  cross 
field  technologies  play  a  leading 
role:  microelectronics,  new  produc- 
tion systems,  informatics,  new 
materials,  robotics.  Product  innova- 


Fiot  means  cars,  commercial  vehicles,  agricultu- 
ral and  earthmoving  machinery,  metallurgical 

firoducts,  automotive  and  Industrial  components, 
ubricants,  production  systems,  civil  engineering, 
railway  products  and  systems,  aviation,  power 
generators,  telecommunications,  defence  and 
spoce,  textile  fibres,  industrial  chemistry,  bio- 
engineering,  publishing  and  financial  services. 


tion  is  all,  of  which  the  car,  boasting  the  latest  ex- 
amples of  today's  technologies,  is  the  clearest  ex- 
pression of  this  use  of  sophisticated  high-tech  sys- 
tems. From  cars  to  trucks,  from  agricultural 
and  earthmoving  machinery  to  bioengineer- 
ing,  and  chemistry  to  telecommunications 
within  all  products  and  sectors.  Fiat  is  the 
laboratory  of  the  future.  Fiat's  progres- 
sive policy  is  seen  in  the  $l,2l6  mil- 
lion invested  in  1988  in  research  and 
development,  and  the  1,850  robots 
installed  in  Group  factories.  Fiat's 
aim  is  to  achieve  technological  ex- 
cellence in  its  production  processes 
and  high  quality  in  its  products. 
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sometmies  deemed  to  be  amcmg  the  most 
open  to  immigrant  flows  in  the  European 
Community.  In  the  perspective  of  the  single 
market  we  will  have  to  conform  to  Commu- 
nity nonns.  In  this  sense,  we  should  view 
favorably  a  policy  of  quotas,  or  at  any  rate  of 
planning,  for  immigration,  which  takes  into 
account  our  receptive  capacity  and  the 
immigration  pressure  from  each  country 
This  does  not  mean,  however,  being 


the  other  will  undergo  processes  of  adapta- 
tion, but  I  believe  that  various  Japanese  and 
American  industrial  groups  are  already 
"Europeizing"  themselves  to  meet  the  chal- 
lenge, as  indeed  the  principal  European 
national  groups  themselves  wall  be  obliged 
to  do. 


THE  RISKS  AI\D 
REW  ARDS  OF  EEC 
II\TEGR/\TOI^ 

BY  CESARE  ROMITI 
CEO.  FIAT 

Today,  more  than  ever  before,  the 
question  of  Europe's  economic  sur- 
vival arises  in  a  confrontation  of 
worldwide  dimension. 


in  productivity  levels,  innovation,  technol- 
ogy, and  competitiveness. 

The  conditions  created  by  EEC  bodies 
will  be  equally  important.  Here  will  be 
forged  an  industrial  policy  whose  scope  will 
be  to  strengthen  Europe's  economy  within 
the  world  environment. 

Today  the  European  automobile  ijidus- 
try,  for  example,  collectively  represents 
39%  of  world  production,  a  market  share 
superior  to  Japan's  and  that  of  the  U.S. ,  with 
24%  each.  This  production  addresses  itself 
principally  to  the  EEC— the  most  important 
market  in  the  world  in  tenns  of  dimension, 
dynamics  of  demand,  and  capacity  for  con- 
sumption. 

But  these  elements,  in  themselves, 
ai^e  not  elements  of  strength  when  consid- 
ered in  a  post-1992  perspective,  when  Eu-  \ 


insensitive  to  other  peoples'  appeals  for 
help.  Complementary  to  a  policy  of  quotas 
there  should  continue  to  be  a  policy  of  pro- 
viding development  aid  in  particular  to  those 
peoples  whom  we  are  not  able  to  welcome 
because  of  lack  of  facilities  to  assimilate 
them . 

Q,  ])o  you  believe  a  unified  European 
•  Common  Market  will  be  positive  or 
lUffitive  for  America  and  Japan,  and  what  do 
you  see  as  the  main  issues  surrounding;  this 
prospective  change? 

A:  North  America,  Japan  and  the  European 
Community  are  three  economic-hnancial 
areas  of  fundamental  unportance  between 
which  trade  is  already  unportant,  and  inevi- 
tably will  grow. 

It  is  a  question,  therefore  of  "manag- 
ing" this  growth  so  that  opportunities  and 
advantages  are  balanced  as  much  as  possi- 
ble. 1  believe  that  the  progress  and  results 
of  the  cuiTent  GA'IT  round  of  negotiations, 
due  to  finish  in  late  1990,  will  be  extremely 
importaii!  for  trade  relations  between  these 
"strong"  at  eas. 

I  won'!  dwell  too  much  on  the  "For- 
tress Euro[!;:'"  concept  which  is  implicit  in 
your  questions.  At  a  macroeconomic  level, 
the  Europe  >>f  im'A  will  not  in  itself  have 
protectionist  '-'i  isequences.  What  can  be 
foreseen,  howe-  is  that  in  the  key  techno- 
logical sectors-  .'i'l  ,-.:rial  machinery,  elec- 
tronics, advanced  tt  >  hnology,  autos,  etc.  — 
single  national  grciiijs  of  one  continent  or 
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(Top  l<>fl>  tn  ETH  high-speed  locomo- 
lire-FI  XT  Ferroriaria.  (Tnp  riK'hl)  Kwbol- 
ics  al  work.  (Xbowf  Robotized  engine 
assembly  for  General  !Hotors/U,SJl. 

The  deciding  factor  in  this  face-off  in- 
creasingly will  be  Europe's  ability  to  com- 
bine, synergistically  its  divided  yet  great 
resources.  This  will  be  the  case,  above  all. 


ropean  integration  sets  the  stage  for  brisk 
competitive  selection. 

How  much  this  process  will  improve 
European  companies,  we  still  can't  evalu- 
ate, though  we  are  hopeful.  We  also  can't 
tell  if  an  internal  trade-war  will  be  set  off, 
destined  to  weaken  the  whole  system, 
smce  the  center  of  attack  would  be  the  very 
dimensions  and  desirability  of  the  inte- 
grated European  market. 

Bear  in  mind,  the  strategy  Japanese 
industry  is  using  to  penetrate  Eur'ope  right 
now.  It  consists  of  two  fundamental  lines 
with  a  large  differentiation  of  trademarks 
and  models.  They  are,  direct  exportation 
where  and  whenever  possible,  and  on-site 
assembly  wherever  exportation  is  blocked 
or  uiconvenient. 

Certainly  it's  both  obvious  and  natural 
for  the  Japanese  to  attack.  But  what  worries 
us,  is  that  up  to  now,  it  hasn't  been  possible 
to  create  any  European  counterattack  or 
common  defense  strategy -not  only  toward 
the  Japanese,  but  all  extra-European  com- 
petition. 

In  any  case,  before  criticizing  or  sug- 
gesting solutions,  I  believe  we  must  ask 
ourselves  first  whether  the  automobile  sec- 
tor should  or  shouldn't  be  considered  stra- 
tegic in  Europe's  economic  future. 

I  would  stress  the  fact  that  the  Euro- 


INTERNATIONAL 
CO-OPERATION 
IS  THE  RIGHT  APPROACH 


ENI  was  the  first  to  choose  an  approach  based  on  co- 
operation and  dialogue,  when  developing  its  opera- 
tions abroad.  From  agreements  in  the  Middle  Eastto 
joint  ventures  in  Africa,  to  exchanges  of  technology 
and  contracts  in  Russia  and  China,  ENI  Group  com- 
panies have  started  new  ventures  everywhere  and 
have  actively  participated  in  the  develop- 
ment process.  With  activities  throughout 
the  world  and  more  than  one  third  of  its 


revenue  coming  from  abroad,  ENI  has  made  a  tan- 
gible contribution  by  opening  up  new  markets  and 
advanced  industrial  frontiers.  Energy,  chemicals, 
engineering  and  services,  heavy  machine  con- 
struction, textile  machinery,  non-ferrous  metal- 
lurgy and  mining  are  the  Group's  main  sectors  of 
activity.  Today,  just  like  yesterday,  for 
the  ENI  Group  of  companies  the  right 
approach  is  co-operation. 
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In  conclusion,  the  focal  point  of  the 
entire  question  seems  to  be  the  enomious 
opportunity  which  Common  Market  inte- 
gration opens  before  us,  and  directly  op- 
posing that,  the  risk  of  economic  coloniza- 
tion of  our  continent,  as  took  place  in  some 
sectors  of  the  U.S.,  which  we  must  impede, 
at  any  cost. 


.1  FI.XTTipo.  OH  fhe  fully  aiitomativ.  self-ntonitoriiig  rohotised  assemhly  line 
for  ti'hivh  \t  was  designed. 


pean  automobile  industry  employs 
1,700,000  employees,  or  1.8  per  cent  of 
total  employees  in  the  manufacturing  sec- 
tor When  auto  components,  parts,  and  re- 
lated services  are  considered,  that  total 
nses  to  3.5  million. 

Second,  few  industries  are  equipped 
to  "form  their  own  eco-system,"  that  is,  to 
create  a  network  of  integrated  subsidiaries 
and  promote  the  birth  and  multiplication  of 
widespread  entrepreneurship. 

Thu'd,  the  automobile  sector  is  one  in 
which,  to  a  large  extent,  many  diversified 
technologies  converge.  As  a  result,  it  is  able 
to  stimulate  research  activity  and  "spillover 
inno\'ation"  in  several  fields. 

These  considerations  would  suffice,  if 
the  automobile  sector  continues  to  be  stra- 
tegic for  the  European  economy  for  many 
years  to  come. 

Nevertheless,  it  is  beyond  doubt  that 
the  European  auto  industry  needs  a  Com- 
munity-wide  industrial  policy  and  a  Euro- 
pean guide  of  reference.  These  would  coor- 
dinate it^  \arious  phases  of  development 
with  other  Community  policies  on  competi- 
tion, the  environment,  and  research.  So 
that  these  manufacturers  can  confront  each 
other  freely  on  the  market  and  compete  in 
areas  outside  the  EEC. 

We  cannot,  as  is  often  done,  confront 
foreign  relations  problems  with  either  total 
protectionism  or  totally  free  trade,  without 
first  putting  our  heads  together  and  defining 
a  framework. 


/ 


E!^IT  WELC  OMES  THE 
WORLD  TO  ITALY 

BY  MARINO  CORONA. 
PRESIDENT  OF  EN  IT  (Ente 
Nazioiiale  Italtana  per  il  Titnsmo) 


Tourism  is  helping  to  propel  Italy  to- 
ward the  thi'eshold  of  the  1990's  in  a 
leading  position.  Indeed,  the  sector 
commands  revenues  of  80  trillion  lira  ($57 
billion)  annually,  and  occupies  a  particularly 
central  place  in  the  Italian  service  sector, 
collectively  earning  more  than  4<7f  of  total 
GNP. 

This  sizeable  national  industry  has 
spread  all  over  Italy  in  recent  years,  touch- 
ing each  of  the  regions,  taking  root  even  in 
Southern  Italy  where  it  now  represents  an 
important  reality  and  is  of  great  appeal  m 
the  Mediterranean  European  environment. 

Tour  operators  the  world-over  know 
Italy  for  the  great  showcase  that  it  is.  Our 
great  art-cities  are  classics  in  the  tradition 
of  the  "Grand  Tour"  which  since  the  1600's 
have  brought  a  stream  of  seasoned  travel- 
lers to  Italy,  for  whom  contact  with  our 
civilization  and  culture  were  essential  in 
their  education  and  to  their  aesthetic  plea- 
sure. 

Life  in  our  great  cultural  capitals  offers 
a  calendar  of  extraordinary  events,  such  as 
festivals,  exhibitions,  shows,  artistic 
events,  derbys,  and  costume  tournaments, 
reproducing  the  history  of  yesteryear  and 
the  most  up-to-date  review  of  our  intellec- 


tual creativity  and  the  artistry  of  the  great- 
est Italian  talents. 

Who  hasn't  heard  of  the  Spoleto  Festi- 
val, the  Venice  Film  Festival,  the  theatrical 
events  at  the  Arena  of  Verona,  or  those  of 
Milan's  La  Scala,  the  Palio  of  Siena,  or  the 
great  regattas  of  the  Marine  Republics  of 
Genoa,  Venice,  Pisa  and  Amalfi? 

Italy  has  shaped  European  and  world 
■  culture  for  many  centuries  and  is  still  vital 
today  It  enjoys  a  place  of  prestige  in  world 
travel,  which  has  stirred  a  kind  of  "malaise" 
in  the  souls  of  the  most  sensitive  travelers, 
such  as  Stendhal,  who  experienced  real  gid- 
diness when  confronted  with  the  perfection 
of  our  works  of  art. 

But  tourist  Italy  isn't  just  what  induced 
Goethe,  D.H.  Lawrence,  Henry  James,  or 
Hemingway  to  linger  in  its  historic  cities. 
Italy  also  has  been  called  the  "Garden  of 
Europe,"  for  its  extraordinary  natural  splen- 
dors. 

Today  nature  cannot  be  as  idyllic  as  it 
once  was,  centuries  ago.  Italy  is  the  fifth 
industrialized  country  in  the  world  and  can- 
not avoid  the  problems  and  ecological  con- 
sequences of  great  economic  development. 
But,  along  the  8,500  kilometer  coastline, 
hundreds  of  tourist  centers  offer  healthful 
holidays  in  a  mostly  undamaged  environ- 
ment. Its  large  touristic  villages,  family-run 
hotels  and  even  its  small  villages,  allow  se- 
rene vacations  spiced  with  the  proxmiity  of 
archeological  sites,  and  Greek  and  Roman 
amphitheaters,  where  each  summer  one 
can  view  theatrical  and  musical  shows,  and 
ballets  and  folkdancing,  all  dating  from  a 
noble  history 

In  Italy,  which  boasts  60%  of  the 


(Ki;>lil  :ili«»\<>)  ftiiiii  of  tin  uncit-nt 
ti'mple  €il  I'ui'stum  in  Canipunia, 
south  of  Salerno. 

(Relow)  The  mtissive.  octagonal 
Castel  del  ^lonle  in  Xpniia.  huilt  in 
1240. 
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Railway  Works  Breda  of  Milan,  1898. 
History  Records  Office.  Finanziaria  E.  Breda 

Future  has  a  History^ 

Vanguard  technology.  Over  a  hundred  companies. 
40  percent  of  sales  are  exports. 
A  presence  in  five  continents. 
Six  productive  sectors  of  strategic  importance: 
collective  transport  systems,  aircraft  and  hehcopters, 
high  technology  systems  and  products,  aluminium,  glass,  plant  engineering. 
Names  of  international  prestige  such  as  Agusta,  Comital, 
Breda  Costruzioni  Ferroviarie,  Oto  Melara,  Reggiane,  Siv. 
All  this  has  deep  roots. 
All  this  has  the  value  of  the  future. 
And  an  Itahan  name:  EFIM. 


An  Industrial  Public  Strategic  Force 
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world's  art  treasures,  with  its  Mediterra- 
nean beaches,  and  great  and  small  islands, 
all  within  reach  of  the  tourist,  a  vacation  is 
an  ideal  prospect.  If  every  year  our  foreign 
guests  leave  $15  billion  in  the  Government's 
cashbox,  this  can  only  be  because  of  a 
strong  tradition  of  tourism. 

But  Italy,  its  art-cities,  its  three  seas, 
the  Alps,  the  Apennines,  and  its  great  ther- 
mal spas,  isn't  only  a  vacation  and  cultural 
travel  spot.  In  a  world  subject  to  more  and 
more  geographic,  professional  and  cultural 


mobility,  in  which  work  is  increasingly  be- 
coming more  individualized  and  specialized, 
a  country  offering  atmosphere,  climate  and 
first  class  cultural  landmarks  is  also  ideal  for 
work  combined  with  travel  or  with  a  vaca- 
tion and  tourism. 

Those  wishing  to  hold  a  conference 
here  will  find  the  most  modern  facilities  in 
every  region.  Unlike  in  most  countries,  a 
choice  can  be  made  between  a  conference 
in  the  heart  of  an  historical  center  perhaps 
in  an  antique  palace,  or  one  in  a  touristic 
village  on  an  island  or  on  a  splendid  strip  of 
coast. 

One  can  choose  between  an  alpine  re- 
sort where  one  can  ski,  once  conference 
business  is  finished,  or  a  tranquil  themial 
spa  designed  for  relaxation  and  fitness.  The 
saine  holds  true  for  anyone  who  travels  for 
business  meetings,  or  thanks  to  incentives. 
Wherever  the  destination,  Italy  offers  a 


Thv  sun-htikt'H  S€tndt.  I'orlo  Son  f*nw(o,  on  thf  nnrthu'i'stt'rn  coast  of  Sardi- 
nia, nvar  the  f  ity  of  St.  ari. 


narino  Corona,  fri'sident  of  Ente 
lyiasionale  Italianopvr  if  Turismo. 

place  where  one  can  integrate  work,  high 
level  professional  meetings,  conference 
contacts,  and  enjoyment  of  nature,  culture, 
and  sports  for  an  active  vacation. 

This  is  a  big  advantage  for  the  confer- 
ence-tourist, for  whom  combining  work  and 
pleasure  is  of  increasing  importance.  On  the 
other  hand,  what  is  better  for  the  profes- 
sional or  the  man  of  letters  or  business  than 
the  charming  prospect  of  enjoying  one's 
free  time  in  an  active  rich  manner,  because 
of  the  place  that  was  selected  for  a  seminar. 

Italy  boasts  a  wealth  of  conference  fa- 
cilities, featuring  an  organizational  struc- 
ture and  services  that  are  efficient  and 
modem. 

In  this  sector,  the  most  advanced  tech- 
nological methods  are  employed.  A  confer- 
ence can  avail  itself,  not  only  of  our  hospital- 
ity but  also  of  first  class  technical  comforts. 

The  organization  of  professionals  who 
oversee  corierence  activity  function  on  an 
mtemational  level.  This  di\ision  is  expert  at 
identifying  the  requii'ements  of  national  and 
international  seminars  and  smaller  meet- 
ings. 

Besides  professionally  organizing  con- 
ference activity,  they  provide  information, 
offer  guidance,  and  develop  on  an  interna- 
tional scale  all  the  required  elements  im- 
plicit in  holding  a  meeting  in  Italy 

This  makes  Enit's  work  richer  in  pros- 
pects, since  we  believe  that  a  good  job  done 
in  tourism  will  retum  high  quality  opportu- 
nities and  will  secure  competitiveness  ui  ihe 
field.  One  cannot  separate  this  from  a  solid 
rapport  among  those  who  operate  in  the 
public  sector,  such  as  Enit,  and  thus  have  at 
heart  the  interests  of  the  whole  sector  un- 
like those  who  try  to  promote  specific  inter- 
ests that  are  more  teiritorially  limited. 

There  is  a  new  focus  today  in  Italy  on 
conference  tourism.  Our  vocation  is  to 
present  in  every  season  and  in  every  re- 
gion, great  opportunities  to  promote  envi- 
ronments whether  natural  or  cultural,  and 
those  of  customs  and  the  creative  spirit, 
which  are  always  the  strongest  elements  in 
making  tourists  feel  welcome. 
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A  worldwide  Group  with  143  factories 
in  17  countries  of  Europe,  North  and 
South  America,  Australia  and  Africa, 
2300  R&D  specialists  in  6  Centres  all  over 
the  world.  A  wide  range  of  products: 
from  tyres  to  telecommunication  and 
energy  transmission  cables,  from  motor 
vehicle  and  industrial  components 
to  consumer  products. 


A  commitment  to  innovation. 
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/HIGH-TECH  IIM  THE 
SPACE  RACE 
BY  LUCIANO  GUERRIERO, 
PRESIDENT  OF  ASI  (Agenzia 
Spazialc  Italiana) 

Consideimg  the  strategic  role  that  It- 
aly attributes  to  space  activities  and 
the  considerable  financial  resources 
allocated  to  them,  an  organizational  and 
managerial  model  has  been  adopted  to  en- 
sure the  maximum  coordination  between 
space  ventures,  and  to  foster  adequate  sci- 
entific, technological  and  industrial  returns. 
The  result  was  the  Italian  Space  Agency 
(ASI).  It  began  operations  in  August  1988, 
and  is  responsible  for  all  the  previously  initi- 
ated national  space  programs,  and  those 
being  carried  out  with  the  European  Space 
Agency  (ESA).  Italy  is  playing  a  major  role 
in  the  ESA  today,  pursuing  a  promotional 
policy  not  only  to  develop  new  orbital  facili- 
ties but  also  to  foster  scientific  and  applica- 
tional  programs.  In  this  field,  Italy  has 
established  herself  as  the  third  largest  con- 
tributor to  ESA.  In  recent  years.  Italy  has 
been  rapidly  increasing  space  program 
funding,  and  since  1987  about  800  billion  lii"e 
a  yeai'  have  been  invested,  divided  equally 
between  national  ventures  (including  budg- 
etary appropriations  for  bilateral  inter- 
national programs)  and  ESA  programs. 

Over  the  past  decade,  a  number  of 
major  scientific  and  applicational  programs 
have  been  initiated,  many  of  which  will  come 
into  operation  during  the  course  of  1990. 

■  ITALSAT:  this  will  be  the  first  to  be 
launched,  by  an  Ariane  rocket,  in  1990.  This 
pre-operational  telecommunications  satel- 
lite is  designed  to  enhance  and  improve  the 
telephone  system's  service.  The  all- Italian 
Italsat  satellite  incorporates  the  world's 
most  advanced  telecommunications  tech- 
nologies. It  is  in  many  respects  ahead  of  its 
time,  equipped  with  onboard  switching 
functions,  and  able  to  use  multiple-beam 
antennas  and  full  digital  technologies. 
Italsat-2  IS  also  planned  for  construction  to 
make  the  system  fully  operational,  and  to 
make  it  possible  to  use  the  spacecraft  and 
the  know-how  developed  for  this  program  in 
other  telecommunications  satellites,  such 
as  Italy's  Sarit  and  Sicral,  and  the  European 
SAT-2andDRS  satellites. 

■  TETHERED  SATELLITES:  the 
TSS  (Tethered  Satellite  System)  program, 
which  has  been  developed  on  a  bilateral 
basis  with  NASA,  uses  a  special  satellite 
that  is  "tethered"  to  the  Shuttle  by  a  very 

IS  11 


thin  cable,  tens  of  kilometers  in  length.  In 
1991,  the  TSS-1  mission  is  scheduled  for 
launching  (carrying  the  first  Italian  payload 
specialist)  and  will  conduct  important  elec- 
trodynamic  experiments.  In  the  joint  ven- 
ture with  NASA,  the  Italian  Space  Agency  is 
currently  planning  a  second  TSS-2  mission 
to  study  the  upper  layers  of  the  Earth's 
atmosphere.  The  principle  underlying  the 
Tethered  system  is  also  relevant  to  a  wide 
range  of  applications  in  relation  to  the  Free- 
dom international  space  station,  orbiting 
platforms  and  future  interplanetary  mis- 
sions, including  the  Mars  mission. 

■  LAGE0S-2/IRIS:  another  launch 


scheduled  for  1991  is  the  Lageos-2  laser 
geodesy  satellite,  again  as  part  of  a  bilateral 
ASI-NASA  cooperation  venture.  The 
launch  will  be  made  from  the  Space  Shuttle 
using  the  Italian-designed  and  manufac- 
tured IRIS  (Italian  Research  Interim  Stage) 
auxiliary  booster  rocket.  Lageos-2  will  be 
used  for  research  into  the  geodynamics  and 
structure  of  earth's  gravitational  field.  Con- 
sideration is  currently  being  given  to  the 
viability  of  a  Lageos-3,  identical  to  the  pre- 
vious one  but  placed  in  an  orbit  perfectly 
symmetrical  to  Lageos-1  to  conduct  re- 
search into  general  relativity  IRIS,  on  the 
other  hand,  will  be  in  the  general  catalog 
of  NASA  facilities  for  Shuttle  launchings. 


and  it  can  also  be  adapted  for  traditional 
launchers. 

■  SAX:  this  is  an  X-ray  astronomy  sci- 
entific satellite  being  developed  bilaterally 
with  the  Dutch  Space  Agency  NIVR.  Ap- 
proval was  recently  given  to  the  industrial 
contract  for  developing  the  satellite  which  is 
scheduled  to  be  launched  in  1993. 

■  SAR-X:  a  synthetic  aperture  radar 
system  for  Earth  observation,  developed  in 
cooperation  with  DLR,  which  will  be  flown 
on  board  the  Shuttle  in  1992  simultaneously 
with  NASA's  SIR-C  mission.  The  SAR-X 
experiments  will  put  Italy  in  the  vanguard  in 
these  technologies  when  the  polar  plat- 


forms are  eventually  launched  in  the  Free- 
dom space  station  program.  But  this  is  not 
all:  the  Italian  Space  Agency  is  also  consid- 
ering partnership  in  other  programs  in  the 
fiiture.  Programs  such  as  SPIDER,  which 
is  an  evolved  robotics  system  for  the  auto- 
matic inspection  and  maintenance  of  orbit- 
ing space  facilities;  the  Long  Duration  Mod- 
ule, currently  being  designed  jointly  with 
NASA,  which  is  a  pressurized  module  for  ! 
long  duration  flights  to  lift  supplies  to  the  i 
space  stations;  ASTROMAG,  a  huge  facility  • 
to  study  cosmic  rays,  will  be  built  with  the 
cooperation  of  NASA  for  use  on  Freedom; 
the  upgraded  Scout,  a  new  version  of  the 
famous  United  States'  rocket,  capable  of 


An  artist's  rendering  of  ti  letht'rvd  satellite  etntneeted  to  earth  via  a  <i2-tnHe- 
long  eable,  to  study  the  upper  layers  of  the  earth's  atmosphere. 
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Merloni  . 
Elettrodomesiici 


Merloni  Elettrodomestici  operates  in 
the  international  household  appliances 
market  (white  goods)  with  the  Ariston, 
Indesit  and  Scholtte  brands,  holding 
more  than  10  per  cent  of  the  European 
market.  In  its  12  plants  in  Italy,  Portu- 
gal and  France  Merloni  Elettrodome- 
stici produces  washing  machines, 
dishwashers,  refrigerators,  freezers, 
ovens  and  cookers,  available  both  for 
built-in  and  free-standing  installation. 
Production  in  1989  exceeds  3.5  million 
nits,  positioning  the  company  fourth 
n  the  European  market 
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placing  satellites  into  equatorial  orbit 
weighing  up  to  500  kilograms  from  the 
Italian  San  Marco  Base  in  Kem'a. 

Cooperation  with  ESA,  the  Italian 
Space  Agency,  is  partnering  all  the  main 
ESA  programs.  It  was  Italy  that  originally 
promoted  the  idea  of  cooperating  in  the 
construction  of  the  Freedom  space  station 
using  the  European  Columbus  system,  for 
which  Italian  industry  has  undertaken  major 
responsibilities  for  manufacturing  the  pres- 
surized Columbus  Attached  Laboratory  and 
the  Columbus  Free  Fl\-ing  Laboratory  ex- 
ploiting the  experience  acquired  under  the 
Spacelab  program.  ASI  is  also  involved  in 
developing  the  new  Ariane-5  launch  vehicle, 
focusing  on  the  huge  solid  fuel  rockets,  and 
the  Hermes  space  shuttle.  Italy  is  taking  a 
leading  role  in  building  the  DRS— Data  Re- 
lay Satellite— communications  system. 

Moreover,  the  Italian  scientific  com- 
munity is  also  supported  by  ASI  for  impor- 
tant participations  in  most  of  the  European 
scientific  satellite  programs:  ISO  (Infrared 
Space  Observatory),  SOHO  (Solar  and  He- 
liospheric  Observatory),  XMM  (X-ray 
Multi-Mirror)  and  the  Cassini  probe  to 


Luciano  Guerriero,  President  of 
ASI  (Agenzia  Spasiale  Italiana). 

study  Saturn  and  Titan. 

The  Tethered  SateUite  System  (TSS) 
is  presentiy  the  main  bilateral  space  coop- 
eration program  between  the  Italian 
Space  Agenq,-  and  NASA.  This  fascinating 
project  dates  back  to  the  early  70s,  when 
two  Italian  scientists,  Professors  Giuseppe 
Colombo  and  Mario  D.  Grossi,  began 
studying  the  possible  scientific  uses  and 
applications  for  space  systems  connected 
by  long  cables.  The  ideas  and  proposals 
which  they  submitted  to  NASA  and  to  the 
Smithsonian  Astronomy  Observatory'  were 
widely  praised,  and  Professor  Colombo 
promoted  the  Italian-United  States  cooper- 
ation agreement  to  build  the  TSS,  which 
was  signed  in  Rome  in  1984.  Under  this 
agreement  there  will  be  an  initial  experi- 
mental period  with  tethered  satellites  of 
three  TSS  missions  on  different  Shuttle 


flights.  There  will  be  two  tv^jes  of  missions 
an  "electrodynamic"  mission  using  th,' 
satellite  linked  to  a  special  conducto 
cable  about  20  kilometers  long,  appendet 
spacewards  and  to  be  later  recoveret 
by  the  Shuttle,  and  an  "atmospheric"  mis 
sion  in  which  the  satellite  hangs  earthward 
by  a  100-kilometer  long  cable  as  far  as  tht 
upper  reaches  of  the  Earth's  atmosphere,  i 

The  TSS-1  mission  should  be  launchei 
in  May  1991,  carrying  the  first  Italian  pa>-j 
load  specialist.  The  purpose  of  this  missio: 
which  will  last  about  40  hours,  will  be  t 
study  the  electrodynamic  effects  on  the 
ble  induced  by  the  Earth's  magnetic  fiel 
and  also  its  physical  characteristics.  Th 
electric  potential  difference  between  th< 
Shuttle  and  the  satellite  will  also  be  evalu 
ated,  together  with  the  interaction  of  spac( 
plasma  and  the  dynamics  of  the  cable.  Duii 
ing  the  mission,  an  experiment  will  be  coni 
ducted  into  the  possibility  of  generatin 
electricity  from  the  moving  cable. 

While  Italian  and  United  States'  Indus  \ 
tries  continue  to  construct  the  elements  fo 
the  first  Tethered  mission,  ASI  and  NASj  1 
are  already  carrying  out  joint  research  1 1 
identify  possible  applications  for  the  tethe  9 
systems  in  future  space  missions.  As  far  a  a 
the  tethered  space  facilities  are  concemec  p 
it  is  planned  to  build  controlled  gra\ity  iabc  ' 
ratories  and  complex  structures  using  th 
Shuttle's  external  fuel  tanks  or  even  linkin 
by  cable  space  ships  and  fuel  tankers  to  thi 
space  station.  Scientific  applications  coul; 
also  relate  to  monitoring  gravitation." 


TETHERED  SATELLITES,  MO  STRI!VGS  ATTACHED 


By  AJSl  (.Ageiizia  SpaziaJ*-  It.diaiia) 

The  Tethered  Satellite  System 
(TSS)  is  today  the  principal  bi- 
lateral space  cooperation  pro- 
frrani  between  Italy  and  the  I  .S.  The 
story  of  tliis  project  jjoes  back  to  the 
early  1970''s  when  two  ItaUan  scien- 
tists. Professors  Giuseppe  Colombo 
ainl  Mario  D.  Grossi.  be^an  studies  on 
scientific  and  practical  uses  of  space 
systems  joined  by  cables. 

Their  ideas  and  proposals  to 
N.\S.4  and  the  Smithsonian  Astronomy 
i)bservatory  were  widely  accepte«l, 
and  Profess<)r  Cohnnlio  himself  pro- 
nioif'd  an  Italo/.\merican  C€>Uabora- 
tion  afjreement  for  creation  of  TSS. 

ThU  aiireement,  signed  in  Rome 
in  19P.  1 .  F'i  ">\ides  for  an  experunental 
perio«l  oii  i;  lh*-red  systems  an<l  three 
TSS  missions,  d'.iring  three  space  shut- 
tle flights. 

The  missions  uiU  l>e  of  two  types: 
Electrody^lall^i  •  in  which  the  sateUite 
will  be  secured  iij  a  -.pecial  20  kilome- 


ter cable  released  and  then  reco\ered 
by  the  shuttle  in  outer  space.  An«l.  At- 
mospheric, ui  which  the  sateUite  will  be 
lowered  to  the  upper  layers  of  the 
earth''s  atmosphere  by  a  100  kilometer 
cal»le. 

The  TSS-1  mission  will  be 
laiuiched  in  May  1991,  and  on  this  oc- 
casion the  first  Italian  payload  special- 
ist, whose  space  flight  training  has  re- 
cently slarte»l  in  the  I  nited  States,  will 
embark  on  the  shutde. 

The  object  of  the  mission,  to  last 
about  40  hours,  will  be  the  study  of 
electrodynamic  effects  on  the  cable 
causetl  by  the  earth's  magnetic  fiehl 
and  its  physical  properties  ui  electrical 
potential  between  the  shuttle  and  the 
satellite,  and  stutlies  will  be  made  on 
the  effects  of  space  plasma  on  the  phys- 
ical beha\ior  of  the  cable. 

.  During  the  mission,  experiments 
will  also  be  conducted  to  assess  the 
possibility  of  generating  current 
through  the  cable. 

V>Tiile  ItaUan  and  I  .S.  industries 


(m  particiUar  Aeritalia  and  'Martin  .Ma- 
rietta) are  constructing  the  compo-  ' 
nents  for  the  first  Tethere<l  mission,  ft 
ASI  and  NASA  are  doing  joint  studies  | 
to  identify'  possible  applications  of  teth- 
eretl  systems  in  future  space  missions, 
in  particidar,  those  regarding  tethere<l 
space  structiu-es. 

Future  possibilities  include:  the  1 
constructi«»n  of  laboratories  with  con-  ■ 
trolled  gra^ity  and  complex  structures  H 
biult  using  the  external  tanks  of  the  ^ 
shuttle,  ami  the  coupling  "via  cable"*  of 
space  sliips  and  tanks  of  propellent  to 
the  space  station. 

Scientific  applications,  on  the 
other  hand,  coidd  include  the  monitor- 
ing <»f  gravitational  waves  and  analysis 
of  cosmic  dust. 

For  future  interplanetary  mis- 
sions, tethered  systems  could  be  uti- 
lize«l  to  create  simulated  gravity,  albeit 
of  a  reduced  force,  in  mamied  space 
ships,  or  for  low-altitude  exploration  of 
the  moon  or  of  planets  such  as  Mara, 
and  Jupiter. 
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waves  and  analyzing  cosmic  dust.  For  future 
interplanetary  missions,  tethered  systems 
could  be  used  to  create  artificial  gravity, 
albeit  at  a  reduced  level,  in  inhabited  space 
ships,  or  for  low  altitude  exploration  of  the 
Moon  or  planets  like  Mars  and  Jupiter 
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AEK  ITALIA  SOARS 
WITH  AEROSPACE 
TECHNOLOCV 

BYUMBERTO  LAROCCA 
PRESIDENT  AERITALIA 


A  eritalia  is  celebrating  the  2()th  Anni- 
/  I  versary  of  its  founding  on  November 
^  ^12,  1969.  Back  then,  the  company 
was  jointly  held  by  Fiat  and  Finmeccanica  (of 
the  IRI  Group).  In  1976,  Fiat  left  the  com- 
pany and  today  it  is  entirely  owned  by  IRI. 


Ecosystems. 

Each  group  has  an  independent  opera- 
tive responsiblity  which  allows  it  to  func- 
tion, domestically  and  internationally,  with 
all  the  most  important  aereospace  compa- 
nies via  agreements,  joint  ventures,  and 
Aeritalia  associates.  About  to  enter  its  thii'd 
decade,  Aeritalia  ,  despite  its  great  product 
diversification,  finds  its  main  strenghth  in 
militry  and  civil  aereonautical  techonology. 

The  strategy  followed,  which  led  to 
exellent  results,  consists  of  techonological 
refinement  of  production.  Aeritalia  has  the 
ability  to  study  develop,  and  manage  a  com- 
plete program  both  in  the  military  and  the 
civilian  sectors.  It  acquired  this  capacity 
through  already  completed  projects,  which 
enable  it  to  grab  a  share  in  large  interna- 
tional aereonautical  programs. 

For  instance,  m  the  military  field  with 
the  "Tornado,"  the  European  Fighter 
(EFA),  and  the  AMX,  a  program  in  which 
Aeritalia  is  leader 

In  the  commercial  sector,  programs 
are  more  plentiful,  ranging  from  very  wel- 
come collaboration  with  McDonnell 
Douglas  (DC  9,  DC  10,  and  today  MD  80 
and  MD  11),  to  participation  in  the  Boing  B- 
767  program,  to  sharing  50'7f  with  Aeros- 


f ).'.'  il'n  nee  Hun-ard  Co.  plunt  in  San  AntonUt.  Texas.  .Xerltalia  became 

a  major  shareholder  of  Ihe  vonipany  this  past  January. 


Aeritalia  operates  exclusively  in  the 
aerospace  sector  but  over  the  past  20  years 
it  has  intensively  duersified  production  in 
the  field.  This  diversification  shows  clearly 
in  the  way  the  company  is  structured. 
There  aie  six  main  departments:  — Defen- 
seAircrafl  Group.  —Transport  Aircraft 
Group.  —  Systems  and  Teleguided 
Group.  —  Space  Systems  Group.  —  Alfa  Ro- 
meo Avio.— and  Renewable  Energies  and 
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patiale  in  the  ATR  regional  aircraft  line. 

For  some  time  now,  particularly  since 
acquisition  of  Officine  Aeronavali  of  Venice, 
the  company  has  overhauled  and  converted 
large  transport  aircraft  as  part  of  its  busi- 
ness. Another  step  in  total  internationaliza- 
tion of  its  activity  was  the  purchase  of  a 
major  stake  in  Dee  Howard  Co.  of  San  An- 
tonio, Texas,  last  January 

An  agreement  with  McDonnell 


Douglas  gives  Aeritalia  the  exclusive  nght 
in  Europe  for  any  modification,  conversion, 
and  modernization  of  aircraft  built  by  the^ 
California  aircraft  giant.  UPS  Co.  (United 
Parcel  Service)  is  the  largest  client  atj 
present,  having  its  four-engined  DC  8  7( 
aiixraft  converted  into  cargo  earners. 

For  these  conversions,  Aeritalia  built  a 
120  meter  long  hangar  at  Capodichino  (Na- 
ples) Airport.  It  can  accomodate  large 
planes  such  as  MD  11.  L  1011,  and  DC  10  s. 
A  second  and  large  hangar,  capable  of  hous- 
ing B  747  aircraft  is  being  built  cuixently  at 
Tessera  (Venice)  Airport,  headguarters  oi 
Officine  Aeronavali.  Both  hangars  are  in- 
tended for  conversion  and  overhaul  of  air- 
craft. 

In  the  field  of  new  civil  aviation  pro- 
jects, Aeritalia  has  many  imminent  pro- 
grams scheduled  or  underway.  For  in- 
stance, it  is  collaborating  with  McDonnal 
Douglas  in  the  study  of  propfan  driven  me- 
dium-range ah'craft. 

The  gamut  appears  to  run  even  widei 
for  international  European  programs.  Ol 
great  interest  is  the  VMA  (advanced  me{ 
dium  aircraft),  a  transport  plane  with  a  70  tc 
100  passenger  capacity  Thisproject  is  being 
shared  with  Aerospatiale  and  the  Spanisl^ 
company  CASA. 

On  the  European  scene  also,  Aeritalicj 
is  about  to  join  in  the  production  program^ 
of  Airbus  Industrie.  The  company  is  negotij; 
ating  to  convert  their  A-320  into  a  stretchedti 
version,  with  191  seats,  to  fill  a  substatia  j 
order  with  Alitalia. 

Aeritalia  recently  took  part  together  f 
with  another  gruop  of  European  companies  f 
in  setting  up  Euroflag  (European  Futures: 
Large  Aircraft  Group).  i 

The  group  plans  to  build  a  transport  j 
aircraft  that  would  replace  the  famous! 
American-built  C  130.  Euroflag  recently  de-  i 
clared  that  it  will  negotiate  with  extra-Euro-  i 
peans,  and  the  U.S.  is  certainly  amon^f 
these.  According  to  a  Franch  estimate,! 
there  is  potential  worldwide  for  at  least  k 
1,000  models  of  Euroflag's  planned  trans-r^ 
port  aircraft. 

Finally,  a  very  significant  agreement  j  jL, 
was  reached  between  Aeritalia,  Domer,  anc  ' ' 
British  Aerospace  for  a  joint  feasibilitj 
study  on  the  techonology  of  the  convert!-  |0, 
plane  (VTOL)  in  the  European  Market, 
The  agreement  completes  a  series  of  indi-  fSf 
vidual  agreements  reached  by  the  Euro- 
pean companies  involved,  with  Bell  and 
Boeing,  the  manufactures  of  the  V  22 
Osprev  VTOL.  For  some  time,  this  ma- 
chine has  been  at  the  center  of  Aeritalia's  W 
programs  because  of  the  way  it  could  helj 
solve  air  traffic  problems.  In  fact,  since  as  Iflllt 
far  back  as  1955,  the  Aerier  Company  of  the 
IRI/Finmeccanica  Group  which  merged 
with  Aeritalia  in  1969,  worked  out  its  owr 
project  for  the  VTOL.  The  project  con- 
tained many  innovative  aspects,  making  nu-| 
merous  international  patents  possible. 
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Look  at  our  plans  for  your  future  ones. 


I  ly  ahead  in  a  world  that  hurtles  towards  the  future  requires  a  dynamic  company.  Tliat  is  Aeritalia.  Founded  20 
;i  ago,  Aeritalia  is  the  Italian  aerospace  company  that  is  among  the  world's  biggest  in  its  field.  With  17,000  talented 
'  le  we  apply  vanguard  solutions  to  all  disciplines  of  aviation  and  space  technology.  We  design  and  build  civil  and 
i|  iry  aircraft,  satellites  -  and  systems  for  defence,  space  and  environment.  We  hold  ^^^s^ 
1  ig  positions  in  major  international  aerospace  prograjiimes.  If  your  plans  for  the  future  X^AERITALI  A 
:  lliout  limits,  look  at  a  company  with  a  similar  breadtli  of  vision.  A  dynamic  company. 


Gruppo  IRI  FINMECCANICA 


societa 
aerospaziale 
italiana 


HE     DYNAMIC  SYSTEM 
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Ai'ritalia's  latest  \TR  72  model 
regional  aircraft,  built  in  conjunc- 
tion tcith  Aerospatiale  Sp.X. 

For  many  years,  Partenavia  Co.  of  Na- 
ples, a  leader  in  production  of  general  a\ia- 
tion  aircraft,  has  been  associated  with  Aen- 
talia.  Synergy  with  Partenavia  allowed 
de\'elopment  of  a  new  line  of  turbo-group 
light  planes,  like  the  Spartacus  and  its  suc- 
cessor the  Viator 

The  aeronautical  sector's  activity  also 
includes  a\nonics,  by  the  Systems  and  Tele- 
guided  Group. 

Today,  AeritaUa  acti\'ity  can  be  seen  in 
every  sector  of  aerospace  production,  from 
commercial  aviation  to  space.  a\iorucs  and 
wind-driven  energy.  Each  foilow^s  a  clear 
direction  featuring: 

■  continuous  acquisition  of  know  how, 

■  technological  improvement  of 
products, 

■  participation  in  big  international 
programs, 

■  promotion  of  development  and 
growth  of  aerospace  acti\nties  in  newly-in- 
dustrialized countries, 

■  definition  of  market  segments  in 
which  a  position  of  pre-eminence  is  enjoyed 
(as  in  the  case  of  conversions,  including 
engine  changes), 

■  and  maximum  attention  to  develop- 
ment of  new  techonologies  such  as  compos- 
ite materials,  artificial  cockpit  intelligence, 
and  increasing  use  of  avionics. 

These  are  the  premises  of  the  aero- 
nautical mandate  to  which  Aeritalia  is 
pledged  for  the  third  millennium. 
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Afil  STA.  REA»^  FOR 

Til K  AEROSPACE 

C  H  ALLEXGE  OF  THE  90'S 


For  Agusta  Group.  1989  marks  a  de- 
cisive turning  point  and  a  new  begin- 
ning. This  leader  in  Italian  aero- 
space has  undergone  an  internal  mtegration 
which  made  the  most  uf  a\-ailable  resources 


and  unplemented  a  piudent  budget  policy 
leaving  the  company  ready  to  consolidate  its 
market  position  in  the  coming  decade. 

Agusta  Group,  which  dates  back  to 
1907  when  Gio\'anni  Agusta  designed  and 
built  his  first  aircraft,  specializes  in  the  pro- 
duction of  helicopters,  airplanes  and  aero- 
space systems.  Today  the  group  has  11  facil- 
ities in  Italy  and  is  structured  in  such  a  way 
that  Agusta  SpA  in  Milan  acts  as  a  holding 
company  for  several  subsidiary  and  associ- 
ate companies  worldwide.  Agusta  is  also  a 
partner  in  a  number  of  international  joint 
ventures  and  cooperation  agreements. 

President  and  CEO  of  the  Agusta 
Group  since  January  1989.  Roberto  D'.'Mes- 
sandro  is  a  manager  with  wide  experience  in 
several  fields,  including  the  chemical  indus- 
try, tires  and  rubber  (Pirelli),  publishing 
(Fabbri  Group),  and  advertising  (Etas  Kom- 
pass).  Before  joining  Agusta  he  was  Presi- 
dent of  the  Genoa  Port  Authority  (CAP). 
D'Alessandro's  first  step  as  President  of 
Agusta  was  a  full  reorganization  of  the  com- 
pany in  order  to  prepare  it  for  the  challenge 
of  the  '90's.  This  has  meant  a  major  trans- 
formation of  the  company's  structure  and 
the  involvement  of  management  at  all 
levels. 

The  number  of  domestic  and  interna- 
tional cooperative  agreements  continues  to 
increase.  One  example  is  Italcompositi 
SpA,  formed  in  conjunction  with  Enimont  (a 
new  European  chemical  giant  resulting 
from  the  merging  of  Enichem  and  Montedi- 
son chemical  activities),  in  September 
1988,  to  develop  adx-anced  composites  for 
use  in  high  performance  transport,  the  aer- 
ospace and  energy  industries. 

Agusta  has  also  signed  a  Memoran- 
dum of  Agreement  with  Grumman  Corp.'s 
.Aircraft  Systems  Division  providing  for  co- 
operation in  producing  the  S211  PATS  (Pn- 
mary  .Aircraft  Training  System)  to  meet  the 
U.S.  Air  Force's  need  for  a  new  primary 
trainer 

The  Group  recently  formed  a  joint 
venture  with  Sammi  Steel  of  Seoul,  Korea 
(the  Sammi  Agusta  Aerospace  Company 
Ltd.)  for  the  production,  among  other 
things,  of  the  SF600  Canguro  transport  air- 
craft in  Korea. 

.•Xmong  many  other  contracts.  Agusta 
Group  is  particularly  proud  of  the  important 
order  it  received  in  December  1988  from 
the  Belgian  .Army  This  in\'olves  the  supply 
of  46  A109  helicopters  (28  anti-tank  helicop- 
ters and  18  scouts). 

Recently  two  important  agreements 
were  signed  with  companies  in  Norway  and 
Turkey  The  first,  with  Helikopter  Service 
Ays,  provides  for  technical  cooperation  and 
the  supply  of  spares  and  equipment.  In 
Turkey,  in  conjunction  with  Koc  Holding  of 
Istanbul,  the  country's  largest  industrial 
conglomerate,  .Agusta  has  created  a  joint 
company  which  will  undertake  a  wide  range 
of  programs  including  the  co-production  of 


helicopters,  training  aircraft  and  light  utility 
aircraft,  and  the  development  of  avionii 
systems. 

Despite  all  of  this,  says  D'Alessandro 
the  future  of  the  aerospace  industry  in  Eu 
rope  poses  challenges,  "The  most  signifi 
cant  element  in  this  scenario  will  be  a  trent 
toward  concentration,  in  which  a  few*  com 
panies  will  have  direct  control  over  the  mar 
ket.  Small  companies  will  disappear  while 
medium-sized  ones  will  be  taken  over  o 
forced  to  specialize  in  particular  marke 
niches." 

Further,  t'nis  concentration  intensifie( 
by  the  already  mature  state  of  the  aero 
space  industry  is  not  the'  only  force  that  wi 
shape  the  coming  decade.  Among  other  de 
velopments.  says  D'.'\lessandro,  will  be: 

■  diversification  into  allied  produc 
areas, 

■  the  gradual  transition  from  an  inter 
national  to  a  multinational  company  struc 
ture, 

■  promotion  and  developmennt  of 
wide  range  of  alliances,  designed  either  t' 
acquire  large  contracts  as  a  consortium  an^ 
occupy  "captive"  areas  of  the  market,  or  t( 
spread  risks  and  share  costs  of  R&D,  pro| 
duction,  manufacturing  and  the  sale  of  ne 
products. 

■  an  increase  in  technological  sophisti| 
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The  410.9  helicopter.  One  of  thi 
Agusta  firoup's  most  versatili 
models.  ' 

cation  in  the  race  for  development  of  sysj 
tems-oriented  products, 

■  development  of  the  civilian  sectoi 
not  just  as  a  reaction  to  steadily  falling  mill 
tary  budgets,  but  as  the  natural  spin-off  d 
available  technolog\'  and  capabilities, with 
\iew  to  meeting  the  growing  demand  of  thi 
particular  market. 

■  an  enhanced  focus  on  costs-effc' 
tiveness,  emphasizing  maximum  efficienc 
in  the  operation  of  aerospace  companies,  ** 

■  and.  the  introduction  of  high  outpu 
production  processes  and  product  lines. 

To  meet  these  challenges,  says  D'A 
lessandro,  "Our  strategy  is  to  take  a  deci 
sive  leap  forward,  in  terms  of  both  qualit 
and  dimension.  This  is  because  it  is  eviden 
that  a  completely  different  approach  i 
needed  in  terms  of  investment  of  re 
sources,  restructuring  of  the  compositio: 
of  circulating  capital,  a  redefinition  of  .Agus 
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ta's  current  choices  in  its  niake-or-buy  pol- 
ic\',  and  enhancement  of  the  group's  product 
trademarks." 

Clear  guidelines  must  be  followed,  if 
Agusta  is  to  caiTy  out  these  mandates  for 
future  competitiveness,  he  explains,  "We 
must  employ  real  dedication  in  the  develop- 
ment of  our  business.  Management  must 
have  a  clear  mission  in  order  to  rationalize 
productive  units  and  protect  our  interna- 
tional programs.  We  must  develop  a  certain 
mentality  and  the  adequate  know-how  in 
order  to  be  capable  of  caiTying  out  these 
goals. 

"The  achievement  of  these  aims  is  fun- 
damental for  the  Augusta  Group,  if  we  wish 
to  remain  among  the  worlds  elite  of  the 
aerospace  business." 


Olympus,  the  European  Space  Agency 
(ESA)  satellite.  It  carries  two  channels, 
providing  direct  radio  and  TV  service  to 
Europe.  Its  signals  will  be  received  by  lis- 
teners and  viewers  via  small  antennas  on 
rooftops. 

Access  to  01>Tnpus  will  be  available  to 
Italian  audiences  xna  Telespazio's  trasmitter 
station,  being  set  up  in  Rome  at  RAI,  the 
state  radio  and  TV  cotporation.  The  station 
began  operation  late  this  year. 

Thanks  to  01>'mpus,  broadcasting  and 
telecoinmunications  experiments  can  also 
be  carried  out  via  aN-ailable  frequency  bands. 
These  will  include  research  projects  such 
as,  \ideoconferences  linking  different  locali- 
ties simultaneously,  and  the  use  of  very 
small  stations  (VSATs)  for  telecommunica- 
tion systems  used  by  business  subscribers. 
Olympus  was  launched  by  means  of  an 
Arianne  rocket  which  took  off  from  Kourou, 
French  Guiana.  The  launch  and  orbit  of  the 
satellite  were  monitored  from  the  Telespa- 
zio  Control  Center  at  the  Fucino  Space 
Center  The  Center  supplied  operational 
assistance  during  the  initial  phase  of  the 
space  mission,  and  will  control  Olympus' 


The  4GI  ST  I.GRl  Mlf  4  V  S21I  PATS  (Primary  Mrcraft  Training  System)  pro- 
duced for  the  l.S.  Airforce. 
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TfX  H\OLOGl  \M> 
BrSi>E<!>S  l\  ORBIT 

BYTELESPAZIO 


relespazio  looks  to  the  future,  the 
threshold  years  of  the  new  millen- 
nium-the  1990's.  And  it  looks  into 
space  with  that  special  eye  — the  satellite.  It 
sees  a  new  adventure,  which  is  ancient  at 
the  same  time,  for  man,  for  his  ambitions, 
and  for  his  growth  prospects. 

"Telespazio  is  a  relatively  young  com- 
pany operating  with  an  equally  young  tech- 
nolog\;"  says  Raffaele  Minicucci,  managing 
director  "It  is  unencumbered  by  super- 
seded technology  in  its  field  of  specializa- 
tion and  it  follows  the  big,  fast  developments 
of  this  market  with  close  attention.  The 
objectives  of  Telespazio  begin  in  the  present 
and  are  focused  on  one  of  the  main  events  of 
coming  years— direct  broadcast  of  televi- 
sion and  radio  programs  via  satellite." 

In  Europe,  tins  will  happen  thanks  to 
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orbit  for  the  five  years  of  its  estimated  oper- 
ating life. 

Telespazio,  of  the  IRI-Stet  Group, 
pro\ndes  domestic  and  foreign  traffic  oper- 
ators communications  \ia  three  networks: 
Intelsat  (Global  Communication  System  \ia 
Satellite),  Inmarsat  (Global  Maritime  Com- 
munication System  via  Satellite)  and 
Eutelsat  (European  Telecommunications 
System  \na  Satellite).  These  services  were 
initiated  in  1968. 

The  company  provides  a  series  of  tele- 
matic  command  and  control  operations  for 
maintenance  of  satellites  in  orbit  and  for 
control  of  functioning  equipment  on-board. 
This  activity  has  become  increasingly  spe- 
cialized, so  that  it  is  now  a  complete  service 
for  orbiting  satellites,  offered  from  the  Fu- 
cino Space  Center  for  organizations  such  as 
the  Italian  Space  Agency  and  ESA. 

Together  with  SIP,  the  Italian  state 
telephone  service,  Telespazio  has  installed 
small  "business  services"  for  high  speed 


data  trasmission,  in  addition  to  electroni' 
mail  and  long  distance  printing  of  newspa 
pers. 

Since  1977,  Telespazio  has  been  tb 
medium  for  supply  of  information  via  satel 
lite.  Among  these  were  LANDSAT  NAS^ 
satellites,  from  which  trasmitted  data  wa 
received  and  pre-elaborated.  This  techno 
ogy  also  is  provided  for  the  Japanese  MOS 
satellite  for  the  study  of  oceans  and  ice 
bergs,  and  it  will  be  used  on  the  Europea 
satellite  ERS  1.  Telespazio  provides  dat 
distribution  and  assistance  in  its  function  a 
National  Center  for  tele-sun-evong  for  pre 
jects  such  as  ESA's  Earthnet,  the  Eurimag 
consortium,  and  the  mission  of  the  Frenc 
SPOT  satellite. 

Where  the  road  of  the  future  leads 
Telespazio  wishes  to  go,  looking  beyond  th  t,;tr. 
barriers  of  the  present  to  open  a  window  0 
the  years  to  come. 
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The  creation  of  a  single  market  in  Ei 
rope  will  trigger  a  major  consolid 
tion  of  the  European  informatio] 
technology  (I.T.)  industry  This  proce 
would  hav'e  begun  much  earlier,  had  na 
market  and  business  forces  been  the  01 
ones  at  play  The  consolidation  experience| 
by  the  I.T.  industry  in  the  U.S.  is  a  cle. 
example. 

In  fact,  established  European  I. 
companies  are  very  similar  in  terms  of  ch; 
acteristics  and  history,  to  many  comput 
manufacturers  which  dominated  the  U 
high-tech  scene  in  the  Sbcties.  Today,  moi 
of  these  companies  ha\'e  undergone  or 
undergoing,  a  major  restructuring.  Soi 
have  been  sold,  some  merged,  some  a 
expenencing  a  severe  downturn. 

Up  to  now,  many  European  I.T.  coi 
panics  have  been  safeguarded  from  the  frej 
play  of  market  forces  by  protectionist  polj 
cies  and  by  a  privileged  relationship  wii 
their  own  domestic  markets.  Europe, 
countries  have  chosen  to  strengthen  thai 
I.T.  industry  mostly  through  supply-o: 
ented  policies  which  guarantee  nation, 
"champions"  the  lion's  share  of  the  domestij 
market,  rather  than  by  catering  to  usel 
needs  through  demand-oriented  actions.  ' 

But,  European  market  integration  1 
bound  to  sever  the  special  ties  betwee 
these  companies  and  their  home  markets 
In  this  sense,  1992  is  the  benchmark  for 
reorganization  of  European  I.T. 

The  companies  that  will  survive  thi 


'cae; 


82 1-21 


SPECIAL  ADVERTISING  SECTION 


jrocess  will  be  the  ones  which  have  pre- 
pared, in  advance,  for  growing  competition 
md  lower  margins.  Their  strategies  will 
lave  to  be  tailored  to  achieve  competitive- 
less,  not  only  on  the  new  "open"  European 
narket,  but  also  on  a  global  scale. 

European  companies  must  be  pre- 
)ared  to  do  this  in  order  to  limit  the  "For- 
ress  Europe"  perspective  to  a  verbal,  and 
lot  an  "actual"  threat.  In  this  respect,  Eu- 
opean  integration  is  only  the  first  step  to- 
vards  a  liberalized  world  market.  A  Conti- 
lent-sized  unified  market  can  become  a 
lowerful  bargaining  chip  for  Europe  in  dis- 
ussions  with  commercial  partners 
U.S.A.,  Japan,  Far  East),  with  which  to 
iCgotiate  a  real  opening  for  European  prod- 
cts. 

How  will  this  new  "restructured"  l.T. 
idustry  fare  on  the  global  market?  The 
hanging  scenario  opens  new  opportunities 
/hich  may  become  key  to  the  success  of 
European  l.T.  in  future  years,  provided  the 
idustry  is  ready  to  take  advantage  of  them. 

On  the  one  hand,  the  trend  towards 
ownsizing,  determined  by  the  introduction 
f  increasingly  powerful  products  (in  terms 
f  processing  capac.ty)  at  even  lower  prices, 
a  potent  force  which  all  l.T.  companies 
'ill  have  to  deal  with  — for  better  or  for 
'orse.  Downsizing,  in  fact,  offers  the  un- 
recedented  possibility  of  mass  producing 
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The  mil,  a  recent  example  nf 
Olii'etti  innofation,  design  and 
adaptability. 

the  building  blocks  of  very  complex  informa- 
tion systems. 

On  the  other  hand,  the  increasing  im- 
portance of  standard  platforms  and  open 
systems,  will  have  a  disruptive  effect  on 
proprietary  solutions  and  a  leveling  effect 
on  l.T.  production.  Competitiveness,  and 
therefore  margins,  will  lie  in  creating  added 
value  at  the  applications  level.  It  is  impor- 


tant that  European  companies  take  the  lead 
in  commanding  these  changes,  however 
painful  that  may  be  right  now,  rather  than  be 
dominated  by  them.  Olivetti,  for  one,  has 
chosen  to  ride  the  discontinuities  of  techno- 
logical evolution  and  to  position  itself  at  the 
forefront  of  the  changing  scenario,  as  its 
choice  of  the  most  advanced  hardware  plat- 
forms and  its  commitment  to  de  facto  and 
emerging  standards  demostrates. 

Moreover,  Olivetti  is  facing  the  chal- 
lenge of  the  1990's  with  a  major  internal 
transformation.lt  reshaped  its  organization 
to  correspond  more  closely  with  the  evolu- 
tion of  the  l.T.  industry  This  led  to  creation 
of  three  separate  operating  companies, 
charged  with  addressing  three  areas  of 
growth  within  the  overall  industry:  inte- 
grated systems,  "mass  consumption"  office 
equipment,  and  information  services.  Each 
area  requires  a  specific  strategy  and  a  dis- 
tinct market  approach. 

In  preparing  itself  for  European  inte- 
gration and  global  competition,  the  Euro- 
pean l.T.  industry  should  be  wary  of  past 
errors.  Europe  cannot  expect  to  shape  the 
technological  scenario,  already  dominated 
by  the  U.S.  both  in  basic  software  and 
microprocessors. 

It  must  select  technological  areas  in 
which  it  still  has  a  competitive  edge,  instead 
of  playing  "catch  up"  with  technologies  over 
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which  it  has  already  lost  control. 

More  importantly,  it  must  look  ahead 
at  the  impact  of  technological  change  on 
applications,  hideed,  competitiveness  will 
increasingly  depend  on  user-driven  innova- 
tion and  on  the  ability  to  develop  advanced 
applications  and  to  implement  them  on  a 
global  scale. 


(Abovf)  Olivetti's  P500  and  PHOO 
models. 

(Belou  )  The  Oliv^etti  Odis  3  work- 
station, making  the  most  of  modern 
of  five  design  combined  with 
advanced  technology. 


efforts.  It  is  doing  this  with  a  solid  financial 
standing  and  strong  in  its  recent  coopera- 
tion agreement  with  American  Telephone  & 
Telegraph  (AT&T);  everything  is  in  shape 
to  face  the  competition  of  the  other  main 
manufacturing  companies. 

Only  a  few  figures  are  needed  to  attest 
to  the  clean  bill  of  health  of  the  company  led 
by  Salvatore  Randi.  In  1988,  (the  last  year 
for  which  official  figures  are  available), 
Italtel  Group  achieved  a  turnover  of  1.7  tril- 
lion lira  ($1.3  billion)  showing  an  increase  of 
15%  over  the  previous  year's  performance 
and  a  net  income  of  97  billion  lira. 

These  results  are  worth  nothing  if  one 
considers  that  prices  for  electronic  goods 
fell  an  average  of  10%  and  an  even  greater 
drop  affected  Linea  UT  telephone  ex- 
changes, the  digital  public  switching  system 
completely  developed  and  manufectured  by 
Italtel. 

It  was  actually  from  the  sale  of  Linea 
UT  that  the  best  results  were  obtained. 
Last  year  the  telephone  operating  compa- 
nies were  supplied  with  763,000  UT  tele- 
phone lines,  equal  to  475  billion  lira— a  vol- 
ume increase  of  62%  over  1987  At  the  end 
of  1988,  in  Italy  about  1,100  UT  exchanges, 
equal  to  2  million  lines,  were  installed. 

It  is  forecast  that  UT  lines  to  be  in- 
stalled this  year  will  exceed  three  million. 

Growing  successes  on  foreign  mar- 
kets also  mean  technological  innovation  and 
continuous  new  product  development.  Re- 
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/taltel,  a  company  of  the  IRI-Stet 
Group,  is  looking  well  beyond  its  home 
boundary  from  its  solidly  established 
position  as  lead  company  in  Italian  telecom- 
munication, (over  50%f.  of  sales  are  ac- 
counted for  by  the  switching  sector). 

The  horizon  is  the  global  market,  in 
which  Italtel  has  concentrated  most  of  its 
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search  and  development  expenditure  in 
1988  amounted  to  195  billion  lira,  equal  to 
11%  turnover  This  percentage  is  similar  to 
the  R&D  budgets  allocated  by  the  main 
high-tech  companies  in  Japan  and  the  U.S. 

Already  Italtel  is  present  in  other 
countries  besides  Italy  in  its  challenge  of  the 
global  market.  Currently  in  fact,  over  40 
countries  are  using  Italtel  products,  tech- 
nologies and  systems  in  the  field  of  public 
and  private  telecoms. 

Orders  have  recently  been  signed  in 
Kenya,  Sierra  Leone,  Colombia,  Somalia 


and  Algeria.  Furthermore,  in  Mozambique 
and  Guatemala  turnkey  digital  switching 
and  transmission  networks  have  been 
implemented. 

But  the  largest  involvement  of  the 
company  is  in  China,  where  according  to  the 
terms  of  an  agreement  signed  in  1985, 
Italtel  contributed  its  technology  for  the 
manufacture  of  production  lines  for  digital 
,  systems  of  transmission  and  hybrid  circuits. 
What's  more,  Italtel  will  supply  the  People's 
Republic  of  China  with  a  turnkey  telecom 
network  based  on  the  exchanges  of  the  Li- 
nea UT,  to  the  province  of  Liaoning  (on  the 
North  Korean  border)  and  its  provincial 
capital. 

Still  in  the  Far  East,  Italtel  was  given 
an  important  order  for  the  complete  instal- 
lation of  the  telephone  network  on  the  island 
of  Mindanao,  in  the  Philippines. 

The  "global  market"  of  telecommuni- 
cations is  bound  to  become  incandescent 
during  the  next  few  years.  To  strengthen  its 
position  in  this  market,  last  June  Italtel 
signed  up  a  strategic  agreement  of  long 
term  cooperation  with  AT&T.  The  deal  wall, 
however,  guarantee  independence  and 
autonomy  for  the  Italian  company 

By  virtue  of  this  collaboration— Italtel 
will  be  able  to  benefit  from  AT&T  technol- 
ogy and  so  offer  its  clients  (first  on  the  list 
theltalian  phone  operating  company  SIP), 
products  and  systems  capable  of  offering 
constantly  improved  services  to  the  ever 
increasing  needs  of  the  market  and  the 
customer 

Together,  the  two  companies  will  in 
future  develop  new  telecommunications 
systems  while  over  a  shorter  length  of  time, 
they  will  spawn  an  equal  partnership  com- 
pany and  also  set  up  a  common  products 
catalogue  with  the  intention  of  overrunning 
foreign  markets,  Europe  included. 
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Sii  ti  (Societa  Italiana  Reti  Telefoniche 
Intemrbane),  Italy's  leader  in  the  en- 
gineering and  installation  of  telecom- 
munications networks,  brought  Italy  into 
the  modem  age  65  years  ago  by  installing  its 
first  national  trunk  telephone  system. 
Soon,  it  will  put  the  finishing  touches  on 
Italy's  entrance  into  the  computer  age, 
when  it  completes  installation  of  the  nation's 
new  fiber  optic  network. 

The  massive  task,  named  Project  80, 
was  commissioned  by  ASST  (Azienda  di 
Stato  per  i  Servizi  Telefonici,  the  state 
trunk  network  telephone  company).  It  in- 
volves installation  of  a  subterranean  fiber 
optic  cable  along  Italy's  autostrada  or  super 
highway  network. 

Roughly  6,800  kilometers  (4,250 
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miles  I  of  cabie  hH\c  already  been  insiafled 
5r:ce  the  project  began  in  1980.  and  another 
2.i»>  kilometers  ^^tD  be  added  by  1991. 

Sc>on  after,  the  second  leg  of  the  pro- 
ject begin  inTOhlng  thousands  of  kilo- 
meters •:  :  s  ubm.arine  fiber  optic  cable  along 
liy's  7.456  k;':cm:eter  seacoast.  spanning 
rnoa  to  P:;£.  Pisa  to  Rom.e.  Rome  to 
Naples,  and  so  i:  r:h.  to  Trieste  in  the 
northeast.  In  this  vs-ev  ti-ere  should  be  both 
iand  and  sea  aliemati-.  'c  -  ;-.:te5. 

Sirti  is  part  of  the  IRi  ^^.rt  Group,  and 
is  itself  the  parent  compam"  oi  SLti  Group. 

Currenth".  STET.  (the  sta.c  holding 
compam-  for  the  Italian  telecom  sector) 
holds 48*^:  li-r  7       Group omis 3^  Ceat 


Ca  cable  company  owned  10*^  by  Pirelli) 
owns  another  1"^.  and  Assicurazioni 
Generali  (one  of  Italy's  largest  insurers) 
riolds  1^ .  Sirtis  remaining  shares  are  in  the 
hands  of  Italian  mutual  funds  and  pri\-ate 
investors  on  the  stock  exchange.  The  com- 
pam- was  listed  in  October  1985. 

Sirti  is  prepared  for  massive  works 


such  as  Project  Sj3.  Indeed,  afre-  -  - -ter 
\iear  in  1988.  the  compam"  ex:  rs 
and  profitabilit}-  targets  ampk  ^^  ;c;_-.  of 
outstanding  performance  in  each  of  its  sec- 
tors, and  in  particular,  in  the  fiber  optic 
cab.le  market. 

Sales  tumo\Ter  totalled  768  biflion  lira 
I  -5548  miHioni  for  1988.  or  a  26'~^  rise  com- 
pared mth  \^ear  earlier  result:  :et 
profit  rose  4.5<^  to  185.5  biii:  i  e 

most  significant  indication  of  ~ 
■R-as  Sirtis  return  on  sales  ratio  . : :  .    .: .  _ . 
20*^  for  each  of  the  past  three  rears. 

"~'t     —-2n\"S  business.  T  -rr--  -dy 
i-A-ide.  is  constr.  :r.e 
ii:^=~:  5cn;c.  This  :  ;  :_c;  not 


concern  itself  with  a  simple  execution  of 
building  projects,  but  instead  oversees  the 
design,  planning,  choice  of  materials,  instal- 
lation, testing,  and  maintenance  of  long- 
distance telecom  networks. 

Sirti  performs  these  tasks  in  each  of 
\-arious  sectors,  including: 

■  apparatus,  consisting  of  under- 
ground and  submarine  cable  telegr;:-. 
s}-5tems,  transmitting  stations,  radio 
systems,  and  ground  stations  for 
communications  \-ia  satellite, 

■  cables,  this  sector  stood  head-and- 
shoulders  above  the  rest  during  1988. 
mosth-  due  to  the  continuous  and  rapid  in- 
crease in  fiber  optic  telecom  network 
projects. 

■  urban  and  rural  netwDrks, 

■  ad\"anced  s}-stems.  meaning  long  dis- 
tance closed  nenTOrks  at  local.  raetropoh-B 
tan  or  regional  \eve\s.  I 

■  railway  telecom  networks  and* 
ground-to-train.  I 

SIP  (Societa  Italiana  per  I'Esercizic' 
delle  Telecomunicazioni)  and  ASST  are 
among  Sirtis  primary-  clients,  along 
FFSS.  (the  state  railwa\-  s\-stem).  Autos-  i 
trade,  Ministn-  of  Defense,  and  RAI  (the  1 
Italian  state  broadcasting  netsDrk).  In  fact,  i 
Sirti  recenth"  completed  installation  of  a  fi-  i 
ber  optic  ring  in  Rome,  for  SIP,  for  RAJ  tc  ' 
broadcast  the  \\brid  Cup  Soccer  Champ-kjn-  • 
ships  to  be  held  in  Itah-  this  coming  \'ear.  ; 

On  an  international  scale. Sirti  isi 
present  with  joint  ventures  and  alliances  i 
mostly  in  Spain.  Lib\-a,  Saudi  Arabia,  and ; 
Eg>-pt,  as  weU  as  in  America  (U.S.  and} 
Braril).  j 

In  Europe.  SEIRT.  Sirtis  Spanish  joint  i 
renture  vsas  the  most  activ-e  operating  di\i-  j 
sion  abroad  during  the  past  \iear.  hanrning  j 
sales  turnover  of  38  billion  lira.  Sales  are  i 
estimated  to  reach  60  billion  lira  this  year.  | 

Since  inception  in  1984.  SEIRT  was  I 
central  in  projects  to  la>'  fiber  optic  net- 
works in  Madrid  and  Barcelona.  SEIRT 
has.  over  time,  developed  important  ties 
wth  Spain's  national  phone  compam;  Tele- 
fonica. 

Sirti  has  also  been  an  important  pres- 
ence in  the  OPEC  countries.  In  Saudi  Ara-  , 
bia  it  iastalled  a  major  coaxial  cable  network  ' 
and  now-  maintains  it.  and  in  Egjpt.  Sirti  is|| 
completiQg  installation  of  a  microwa\Te  link* 
along  the  Nile.  I 

In  hopes  of  expanding  businessl 
abroad.  Sirti  Group  is  looking  to  thel 
U.S.S.R.  and  Eastern  Europe  as  a  pro-B 
spective  market  with  enormous  opportuni- 
ties. Currently  project  studies  and  talks 
are  under%\-a>-  for  a  fiber  optic  network  in 
Russia. 

But.  despite  natural  interest  in  keep- 
ing a  competitive  edge  abroad,  Sirtis  prime 
objecti\-e  in  the  shon-term  future  is  protec- 
tion of  its  prominent  position  in  its  home 
market.  And  there  is  abimdant  work  to  be 
done  there. 


-Sirri  employees  bringing  Italy  into  the  new  age  of  telecoms.  hy  irKsfaniiig  a 
submarine,  fiber-optic  cable  in  \  enice's  famed  Grand  Canal. 
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ILVA 
FOR 


E  W  ITAL  IAN  STYLE 
E  W  ITALIAN  STEEL 

Flat  products 


Special  flat 
products 

Long  products 

Special  long 
products 

Pipes 


ILVA  has  i|unlas  in  34  com{)a- 
nies,  the  inosl  important  of  which 
are:  Dalinine.  Tubifuio  (Pipe 
Wm  ksl  I)ahiiin(--llaisi(l(  i .  Sulcr- 
CDinil.  Sidciinai".  Niuna  Sariac, 
Ac(iai<>rir  |St('cl-\\' <)ri<.s)  Cor- 
nigUano.  Fiibi  (;iiisa,  ITA.  CSM, 
Celestri.  Brollo  Slid.  Icrot, 
Laveiiirtal.  I,a\czzari  Slid.  Nitco, 
Rifinsidcr.  Ki\t'stubi,  Sidcicad, 
Sidermontaggi.  Somos.  Zincor 
and  An(  ila|). 


IRI  GROUP 
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Because  Italy  currently  lags  behind  its 
industrialized  neighbors  in  terms  of  tele- 
communications development,  it  is  today 
Europe's  largest  investor  in  the  area.  To 
bring  Italy  up  to  the  level  of  most  of  modem 
Europe,  SIP  has  launched  Project  Europe, 
to  be  completed  in  1992,  the  huge  project  is 
funded  at  about  42  trillion  lira  over  a  five 
year  period.  Sirti  and  all  of  its  regional  of- 
fices are  deeply  involved  in  the  project 
works  and  the  plan. 

In  conclusion,  we  at  Sirti  feel  prepared 
to  take  up  the  challenge  of  the  1990s,  even  if 
it  may  be  too  soon  to  realize  the  opportuni- 
ties as  well  as  the  difficulties  that  freeing  of 
the  market  will  bring. 


trillion  lira  ($39  billion). 

SIP  (Societa'  Italiana  per  I'Esercizio 
delle  Telecomunicaziom,  an  IRI-Stet  Group 
Company),  has  long  prepared  for  the  great 
day.  In  telecommunications,  Italy  was  a 
leader  during  the  early  70  s — one  of  the  first 
countries  in  the  world  to  complete  a  terri- 
tory-wide subscriber  to  subscriber  direct 
call  network. 

Now,  it  lags  behind.  Reasons  for  this 
include: 

■  a  negative  economic  climate  in  the 
late  1970s, 

■  a  freeze  on  tariffs  during  double-digit 
inflation, 

■  a  resultant  investment  freeze. 

■  administrative  shortcomings, 

■  and  delayed  national  recognition  of 
the  sectors  strategic  role. 

In  anticipation  of  its  encounter  with 
Europe,  Italy  is  faced  with  a  double  chal- 
lenge. It  must  develop  new  telephone  tech- 
nology' without  simultaneously  neglecting 
important  plans  for  extension  of  its  basic 
network  and  improvement  of  service. 


*  mtiriii  .  SIP's  Vafioiifif  Supervisory  Center,  which  ntunitors  and 

fomnninds  lluty's  fast  domestic  telephone  network. 


HELLO  El  ROPE.  SIP 
HERE 

BYPAOWBENZONI. 
VICE  PRESIDENT  AND 
MANAGING  DIRECTOR 
SIP  (Italian  State 
Telecotnmumcations  Service) 

relecoinmunications  ha\'e  become  the 
eccjnomy  s  new  frontier  The  big  chal- 
lenges of  the  next  century  will  be  met 
on  heretofore  unknown  fronts  such  as  net- 
works, advanced  ser\nces,  and  telephone- 
computer-satellite  mixes. 

Already,  telecoms  represent  about  29f 
of  EEC  GNP.  In  roughly  10  years  time,  it 
will  be  7-8% .  Sector  investment  is  on  the 
rise,  hi  1988,  it  exceeded  40  trillion  lira  ($29 
billion),  in  1992  it  is  predicted  to  exceed  55 

IS  2.T 


Even  during  financially  "dark"  mo- 
ments, SIP  continued  to  invest  and  incur 
debt,  to  keep  pace  with  technological  devel- 
opment, and  to  avoid  compromising  what 
already  had  been  achieved. 

The  still  unresolved  question  of  re- 
shaping this  unsettled  sector  is  a  handicap 
for  Italy  In  the  telecoms  field,  in  fact,  Italy's 
is  a  typical  case.  There  are  still  four  national 
bodies  with  intertwining,  overlapping  au- 
thority Delays  are  created  which  penalize 
the  individual  companies  themselves,  and 
end-users.  A  new  law  to  solve  the  problem 
is  now  before  the  Italian  Parliament. 

Italy  underwent  a  positive  turn  for  tele- 
coms in  1988,  and  SIP's  balance  sheet  bears 
witness  to  it.  Despite  any  change  in  tariffs  in 
three  years,  compared  with  a  15 '7f  change 
in  cost  of  living  in  real  terms,  the  company 


St 


achieved  satisfactory  results.  The  debt-td 
turnover  ratio  is  1-to-l,  a  record  minimum 
while  financial  charges  on  gains  total  12% 
as  in  the  1960 's. 

Reorganization  efforts  coincide  with  a 
important  program  to  supply  Italy  with 
telecoms  system  comparable  to  that  of  th 
more  advanced  European  countries,  b  ! 
1993.  I 

As  a  result,  SIP  investment  spannm,  ) 
the  five  years  1988-92  increased  from  2  I 
trillion  lira  ($19  billion)  to  roughly  37  tnilio  > 
lira  ($26  billion).  Of  this,  70%  is  intended  ti 
beef  up  basic  ser\-ices,  20%  for  quality  imi 
provements,  and  10%  for  new  and  compute 
tele-ser\nces.  From  a  mean  annual  figure  c  s*- 
5  trillion  lira  ($3.6  billion),  1989  already  wipa 
benefit  from  an  average  8  trillion  lira  ($5.' 
billion).  As  it  has  each  year  since  inception 
SIP  will  invest  one-third  of  this  sum  t 
Southern  Italy 

The  paramount  objectives  of  the  S 
multi-year  plan  for  1989-92  \\t11  be: 

■  rapid  development  of  the  basi' 
network, 

■  a  strong  increase  in  special  networkjp  ^ 
supplying  value-added  services, 

■  adN'anced  computer  tele-ser\'ices, 

■  and  installation  of  optical  cable  cover§at; 
age  in  large  metropolitan  areas. 

By  1992,  technological  transformatioi|tiiil 
of  the  network  will  account  for  the  nunieri 
cal  technique  applying  to  45%  of  exchangt 
numbers,  44%  of  urban  connecting  net 
works,  72%  of  accesses  to  long-distance 
exchanges,  and  100%  of  numbers  linked  t 
long-distance  exchanges. 

By  the  end  of  next  year,  an  ISDN  net| 
work  pilot  project  will  be  underway 

Considerable  resources  have  been  al 
located  to  strengthen  networks,  whik 
awaiting  the  advent  of  mtelligent  networks 
the  ISDN  network,  and  optional  fiber  ones 
A  high-speed  data  infrastructure  will  con 
nect  the  main  cities  wth  the  assistance  o 
optical  fibers  and  satellites. 

Another  frontier  of  the  1990's  is  ca 
bling,  which  will  lead  to  cabled  cities  anc 
"teleports."  SIP  already  is  involved  in  pro 
jects  such  as  "cabled  Lombardy"  and  th( 
teleports  of  Genoa,  Naples,  and  Turin 

With  the  same  zest,  SIP  is  working  or 
the  development  of  software  required  tc 
plan  and  operate  networks,  for  comniercia 
forecasts,  and  implementation  of  "intelli 
gence"  in  networks. 

A  single  European  market,  totalling 
about  20%  of  the  world  market,  raises  vari 
ous  problems  for  telecom  companies. 

The  basic  EEC  Green  Book  foresees 
maintenance  of  network  monopolies. 

There  are  various  reasons  for  this 
including:  majority  interests,  maximizini 
available  resources,  guaranteeing  of  con- 
nections, and  the  possibility  of  offering  ser- 
vices of  national  and  international  impor 
tance.  But,  it  also  foresees  gradua 
liberalization  of  terminals  and  value-addec 
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However,  the  start  of  a  true  European 
jlecoms  policy  runs  the  risk  of  being  up- 
;aged  by  contrasting  national  interests  of 
1  economic -industrial  nature. 

Instead  of  deregulation  today,  talk 
lould  be  about  "re-regulation."  Not  a  re- 
im  to  the  old  concept  of  monopoly,  but  a 
:aled  liberalization,  controlled  and  gradual, 
)  safeguard  network  security  Otherwise, 
le  risk  of  wild  deregulation  is  run  and  the 
iblic  would  be  the  fii'st  to  suffer 

Also  in  the  interest  of  European  har- 
onization,  the  tariff  structure  should 
lange,  to  overcome  the  dichotomy  be- 
veen  local  and  long-distance  service  for 
)me  and  business  subscribers. 
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EFIM,  ITALY'S 
Il^DtlSTRIAL 
SOLlTTIO]\  TO 
MODERI\  I\EEDS 


FIM  is  one  of  the  giants  in  Italy's 
ry  constellation  of  state-owned  holding 
L-^  companies,  and  the  only  one  fo- 
sed  solely  on  industry  As  a  result,  EFIM 
II  meet  the  challenges  that  the  future  will 
ipose  on  international  markets  as  one  of 
ily's  top  industrial  groups. 

With  100  subsidiary  and  associate 


.1  cltfsi'-iip  view  of  shvvis  of  rihhvd  nf  iiiiiiiiiiMi.  prtnluceil  hy  EFIifl's  .IfiimiA* 
Division,  Italy's  sole  maker  of  primary  aluminum. 


companies  and  38,000  employees,  EFIM  is 
an  industrial  force  in  itself.  Its  annual  sales 
come  to  about  5  trillion  lira  ($3.57  billion) 
and  roughly  40%  of  that  total  comes  from 
exports. 

But,  even  more  important  than  its 
size,  EFIM  owes  much  of  its  national  and 
international  success  to  the  high  quality  of 


its  technologies  and  products. 

Further,  the  strategic  importance  of 
its  industrial  sectors  have  helped  to  carry 
EFIM  to  the  top  of  the  Italian  industrial 
lineup.  These  sectors  include: 

■  collective  transport  systems, 

■  aircraft  and  helicopters, 

■  high  technology  systems  and 


ITALIMPRESE.  MAJOR  CONSTRUCTION  WORK  PLUS  PLANT  ENGINEERING. 


BUILDING  AND 
CIVIL  ENGINEERING 
WORKS 


COGEI  SPA 
COSNA  SPA 
IMPRESITAL  SPA 


METALWORK, 

PLANT  ENGINEERING. 


IMPA  SPA 
TECNAM  SPA 
SAEM  SPA 
CISA  SPA 
SACMA  SPA 


PACKAGESOLUTIONS.  Italimprese  Is  the  sum  total  ot  the  tt  'ge  and  highly  diversified  group  of  compa- 

nies, whose  specialized  know-how  covers  a  particularly  wide  range  ot  technical  fields  and  therefore  enables  them  to  tackle  successfully  major  problems 
that  call  for  interdisciplinary  solutions  The  Italimprese  companies  concerned  with  construction  work  and  plant  engineering  design,  erec 
manage  products  of  a  highly  innovative  content  Their  services  are  the  fruit  of  purposeful  research 


Our  openness 
is  your  freedom 


We  are  the  leading  European  sup^ 
plier  and  amongst  the  top  ten  in  the 
world  in  the  science  of  distributed  data 
processing.  Our  solutions  are  based  on 
flexible  systems  which  adhere  to  the 
most  widely  accepted  international 
standards  with  emphasis  on  added 
value  for  specific  market  segments  and 
serviced  by  one  of  the  most  qualified 
service  assistance  networks. 

Now  known  throughout  the  world, 


the  solutions  created  in  our  R  &  D  lab- 
oratories are  based  on  the  wide  experi- 
ence we  have  acquired  through  work- 
ing with  you,  the  end  user,  to  better  re- 
solve your  needs.  Solutions  which  help 
you  forge  new  links  between  previously 
incompatible  systems  and  hardware. 
Our  commitment  to  supply  these  new 
solutions  gives  you  the  freedom  to  plan, 
to  build  and  to  grow  without  barriers  or 
borders.  Our  openness  is  your  freedom. 


With  every  product  and  every  w> 
ity,  Olivetti  has  just  one  aim:  tp-sii 
centrate  the  benefits  and  the  full 
tial  of  the  power  of  technology 
the  hands  of  the  user.  This  mean  wii 
ing  information  science  more  wsu 
and  more  useable,  in  more  wa; 
more  people  than  any  other  coi  { 
involved  in  information  technoloj  p ' 


Our  ( m 
is  yo 

We  are  the  leading  Europeai  amr 
plier  and  amongst  the  top  ten 
in  the  world  for  office  products. 

For  the  management  of  text 
and  images  for  professional  ani  lE! 
sonal  use,  our  range  of  experie  ijtfi 
unmatched.  We  are  dedicated  t  n 
viding  office  product  solutions  ov  fpene 

ouv 


OLIVETTI  SYSTEMS  &  NETWORKS 
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jasons  Olivetti  Systems  &  Net- 
an  state  "Our  openness  is  your 
;',  and  Olivetti  Office  "Our  ex- 
;  is  your  wori<"  and  finally  Oli- 
brmation  Services  "Our  know- 
our  success".  It  is  from  you,  the 
it  we  get  all  our  best  ideas  for 
:ig  ourselves  and  everything  we 
you.  "Our  force  is  your  energy". 


ice 
rk 

)usiness  range  and  following 
ilutions  through  all  phases  of 
/  growth.  Our  presence  and 
competence  is  well  known 
)ut  Europe  and  is  your  guaran- 
ving  the  best  office  products  for 
;e  requirement, 
xperience  is  your  work. 


Our  know-how 
is  your  success 


We  are  the  first  private  group  in  Italy 
in  the  fast  growing  computer  informa- 
tion services  sector. 

The  only  group  which  has  both  the 
skills  and  resources  in  all  areas  from 
professional  services  to  software  prod- 
ucts, from  integrated  systems  to  value- 
added  network  services,  from  facility 
management  to  education  and  training. 

Operating  through  a  number  of  spe- 
cialised companies  integrated  accord- 
ing to  technology  and  market  require- 
ments, we  offer  the  services  of  a  func- 
tion-dedicated company  with  the  guar- 


antees and  competence  of  a  large 
group.  We  have  the  resources  and  the 
experience  to  manage  large  projects 
and  our  professional  ethics  ensure  that 
the  client's  needs  come  first,  based  on 
his  values  and  his  operating  environ- 
ment. Thus  our  operating  philosophy  is 
based  on  autonomous  solutions  with 
open  standard  platforms. 

We  have  the  skill  and  practical  ex- 
perience to  build  up  a  long-term  relation- 
ship which  will  protect  your  investment 
and  guarantee  your  growth.  For  this 
reason,  our  know-how  is  your  success. 


OLIVETTI  INFORMATION  SERVICES 


Our  force  is  your  energy 

oliifelli 
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products, 

■  aluminum,  glass, 

■  and  plant  engineenng. 

The  six  sectors  are  controlled  by  three 
holding  companies,  which  are  Aviofer, 
Finanziaria  Ernesto  Breda,  and  Alumix,  and 
two  group  leaders,  SIV  and  EHMPIAN- 
TI,  respectively. 

As  an  Italian  industrial,  public  and  stra- 
tegic reality,  EFIM  has  consistently  em- 
ployed four  factors  which  allowed  it  to  take 
the  lead  in  its  chosen  sectors  and  to  pros- 
pen  These  are: 

■  integration  and  interchange  among 
its  various  companies, 

■  technological  innovation  viewed  as  a 
strategic  growth  and  developmental  com- 
ponent, 

■  the  ability  to  respond  quickly  to  new 
market  demands, 

■  and  leading  edge  know-how  com- 
bined with  company  traditions  that  in  some 
cases  date  from  over  a  century  ago. 

Collective  Transport 
Systems: 

In  this  sector,  EFIM  produces  rail  and  road 
transport  systems  and  vehicles  via  its 
Breda  Railway  Group,  for  which  Aviofer 
acts  as  parent  company,  in  one  of  the  largest 
industrial  concentrations  in  this  field  world- 
wide. 

Today  this  group,  which  commands  a 
leading  role  in  the  whole  sector,  controls 
40%  of  the  Italian  railway  market,  40%  of 
Italy's  mass  transit  sector,  and  50%  of  its 
urban  bus  market.  Group  sales  are  around 
400  billion  lira  annually,  of  which  7%  comes 
from  exports. 

Aircraft  And  Helicopters 

The  Agusta  Group  makes  up  EF'IM's  air- 
craft and  helicopter  sector,  for  which 
AVIOFER  is  the  parent  company.  This 
group  earns  more  that  1  trillion  lira  in  annual 
sales  and  commands  a  labor  force  of  about 
10,000,  in  12  companies,  24  production 
plants,  and  commercial  offices  around  the 
globe,  roughlv  40%  of  this  group's  sales  are 
dedicated  to  exports. 

These  factors  have  given  Agusta  im- 
portant player  status  in  the  aircraft  field, 
with  particular  importance  m  the  helicopter 
sector,  in  which  it  is  among  the  world's 
leading  producers.  Due  to  intense  demand 
in  this  sector  for  innovation  of  high  technol- 
ogy and  product  development,  the  Agusta 
Group  dedicates  an  amount  equal  to  25%'  of 
its  sales  turnover  to  research. 
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High  Technology  Systems 
And  Products 

This  sector  of  the  EFIM  group  contains 
companies  with  strong  international  name 
recognition  and  prestige,  many  of  which 
were  active  in  the  liistory  of  the  industrial- 
ization of  Italy  They  include:  Oto  Melara, 
Breda  Meccanica  Bresciana,  Ofticine  Gali- 
leo, and  S.M.A.  (Segnalamento  Marittimo 
ed  Aereo). 

This  sector  produces  naval  and  land- 
based  artillery  units,  missiles,  rocket 
launchers,  amiored  and  amphibious  units, 
and  aircraft  armament  systems.  Besides 
this,  the  EFIM  companies  have  developed 
new  sectors  of  activity,  producing  infrared 
thermal  equipment  for  night  observation 


Oii«»  of  Xequa  (iroup's  Water  Sys- 
tems Division  water  purifivalion 
instatlations,  in  Caronno.  Italy. 

and  aiming  ortoelectronic  guidance  sys- 
tems, search  and  tracking  radar  systems  as 
well  as  electro-optical  instruments  for  in- 
dustrial research  and  space  application  and 
instruments  for  photogrammetry  both 
ground  and  aerial. 

Aluminum 

Under  EFIM's  Alumix  Holding  Company,  a 
whole  integrated  group  functions.  Not  only 
is  it  the  only  Italian  producer  of  primary 
aluminum,  but  it  is  a  national  leader  in  the 
field  of  laminates,  extruded  products,  and 
thin  film.  It  also  commands  a  leading  edge  in 
a  number  of  third  level  processing  areas 
such  as  packaging,  water  regulation,  civil 
protection  systems,  and  products  for  the 
building  trades  and  trasport. 


This  sector  earns  upwards  of  1.5  tril- 
lion lira  a  year,  and  has  31  production  plants 
employing  over  7,500  workers. 

Glass 

EFIM's  glass  activities  are  managed  by  SFV, 
which  has  about  25  companies  across  Eu- 
rope and  annual  sales  of  nearly  750  billion 
lira,  of  which  65%  comes  from  exports.  SFV 
is  Italy's  largest  producer  and  processor  of 
flat  glass. 

Company  specialities  include  glass  for 
automobiles,  components  and  working  pro- 
cesses. In  the  glass  for  buildings  division,  a 
diversified  line  is  produced  to  comply  with 
modern  needs,  including  reinforced,  anti- 
crime,  and  bulletproof  lines  of  glass,  special 
reflecting  glass  and  metal  plus  glass  solu- 
tions for  continuous  facades  and  fiberglass 
insulation. 

Plant  Engineering 

Coordination  of  EFIM's  activities  in  this 
sector  belongs  to  EFIMPIANTI,  contain- 
ing companies  with  more  than  70  years  ex- 
perience in  production  of  equipment  for 
chemical  and  petrochemical  industries, 
shipbuilding,  thermoelectricity  and  ther- 
monuclear energy  production. 

The  Group's  environmental  protection 
division,  a  pioneer  in  this  field  in  Italy,  often 
performs  work  linked  to  the  energy  and 
industrial  sectors.  Degradation  of  our  envi- 
ronment and  impoverishment  of  resources 
demand  solutions  capable  of  preventing  the 
impact  caused  by  urban  settlements  and 
industrial  complexes  from  becoming  an  ele- 
ment of  ecological  imbalance. 

All  of  EFIM's  companies  in  this  sector 
are  taking  a  leading  part  in  implementing 
programs  aimed  at  preventing  or  readjust- 
ing such  imbalances,  using  also  environ- 
mental engineering  processes  of  their  own. 
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GRI  PPO  ACQI  A 
KEEPII^G  LA!\D  AI\D 
WATER  €LE/\1\ 
PI  RIFVI!\C  THE 
ATIHOSPHERE.  TOO 


Gruppo  Acqua  is  the  largest  privately 
owned  Italian  industrial  group  oper- 
ating in  the  field  of  ecology. 
Founded  in  1973  in  Milan  with  the 
name  "Acqua",  its  main  activity  was  the 
treatment  of  different  types  of  water,  from 
its  source  through  to  civilian  and  industrial 
liquid  waste. 

The  company  grew  and  gained  impor- 
tance on  the  market  in  terms  of  turnover, 
size  and  technological  specialization.  The 
name  "Acqua"  was  maintained  and  early  in 
1987,  Acqua  Holding  was  set  up,  with  the 
task  of  strategic  coordination  of  sub-holding 
company  activities  and  those  of  the  Acqua 
Group. 

Acqua  is  active  in  the  installation  sec- 
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or  both  in  Italy  and  abroad,  through  its 
ssociate  construction  company  E.M.I.T 
Ercole  Marelii  Impianti  Tecnologici  SpA) 
3r  the  planning  and  construction  of  "tum- 
:ey"  plants  for  purification  and  treatment  of 
iBter,  soil  and  the  atmosphere  and  for  en- 
rgy  saving,  co-generation,  teleheating  and 
efrigeration. 

From  an  organizational  point  of  view, 
i.M.I.T.  is  structured  into  four  divisions: 

■  Water  Systems  Division  (DSI), 

■  Atmosphere  Division  (DAR), 

■  Water  and  Oil  Division  (DAS), 

■  and  Foreign  Division  (DIE). 
Acqua  and  its  subsidiary  companies 

re  the  holders  of  technologies  and  exclu- 
ve  patents  for  handling  and  treatment  of 
vilian  and  industrial  solid  waste  and  for 
jrification  of  the  atmosphere.  In  the  ser- 
ces  sector  Acqua  Group  through  associ- 
:ed  company  EMAS  (Ercole  Marelii 
srvizi  Tecnologici  SpA)  handles  the  organi- 
ition  and  management  of  purification  and 
cineration  plants  and  the  re-cycling  of 
leir  waste,  either  directly  or  through  asso- 
ated  companies  in  cooperation  with  public 
)mpanies. 

In  the  logistics  sector  which  pertains 
>  the  handling  of  practical  details  of  all  sorts 
r  companies  the  Acqua  Group  controls 
id  manages,  there  is  the  Rivalta  Scrivia 
terport  Consortium  located  in  the  foot- 


hills of  the  Apennines  north  of  the  port  of 
Genoa. 

Naturally,  great  importance  is  placed 
on  research.  To  carry  out  this  task,  a  spe- 
cial company  —  Tecnars  —  has  been  formed 
within  the  Acqua  Group.  It  is  involved,  ex- 
clusively, with  research  on  behalf  of  the 
Group  and  outside  organizations. 

Acqua  Group  is  present  in  the  fields  of 
electrical  engineering  and  industrial  plant 
construction  through  Aerotecnica  Marelii, 
the  first  company  in  this  field  to  operate  on 
international  markets,  since  1980. 


ENI.  COiWI>l  \M>II\G  THE 
/  COMFETITIO;^ 

F  ^NI  (Ente  Nazionale  Idi'ocarburi)  is 
one  of  the  world's  leading  oil  groups, 
M  ^  and  one  of  Italy's  largest  industrial 
conglomerates,  holding  front-line  positions 
in  the  oil  and  natural  gas,  chemical,  engi- 
neering, mechanical  manufacturing  and  met- 
allurgy sectors. 

After  launching  an  important  rational- 
ization of  some  of  its  business  sectors  in  the 
recent  past,  ENI  re-established  a  balance  of 
economic,  financial  and  strategic  positions. 
These  factors  coupled  with  continuation  of  a 
good  business  cycle  in  several  of  its  mai'kets 
offer  the  ENI  group  additional  growth  pros- 


• 


fSlorth  Sea  nffshore  drilling  with 
E!MI  (Ente  !\azionale  Idroearburi) 
Group  teehnulngy. 

pects  in  1990. 

ENI's  gross  profit  reached  $1,343  bil- 
lion in  1988,  more  than  doubling  the  $665 
million  a  year  earlier.  Meanwhile,  net  profit 
after  tax  climbed  86%  to  $1,011  billion  from 
$546  million  in  1987. 

Energy  accounts  for  roughly  60%  of 
net  profits,  chemicals  about  30%,  and  met- 
allurgy, machinery  manufacturing,  engi- 
neering and  services,  and  textile  machinery 
together  make  up  the  remaining  10% . 

Revenues  for  1988  rose  4.3%  to 
$25,438  billion,  despite  a  decrease  in  the 
price  of  caide  oil  and  products.  Businesses 
abroad  accounted  for  40.4%  of  these  reve- 


The  eleven  manufacturing  facilities 
of  FALCK  GROUP  offer  high 
quality  specialty  steels  to  meet  the 
most  demanding  customers' 
specifications. 

FALCK  GROUP  produces  heavy 
plates,  hot  and  cold  rolled  strip, 
tinplate,  tin  free  steel  "HI-TOP", 
galvanized  sheet,  hot  rolled  an  cold 
drawn  seamless  tubes,  welded 
tubes,  bars,  billets,  wire  rods,  wire 
and  strands,  malleable  iron  fittings 
and  castings,  low  carbon 
ferro-chrome;  furthermore  it 
supplies  engineering  know-how  in 
the  construction  of  steel-making 
plants. 

FALCK 
C^OU? 


AFL  FALCK 


20099 Sestd S.Giovanni  (Ml) 
Via  G.E.  Faick,  63 
Tel.  02-24901 -Telex  321 834 
Telefax  02-2428830 

U.S.  SUBSIDIARY 

FALCK  STEEL  INC. 
733  Summer  Street 
Stamford,  CT  06901 
Tel.  (203)  356-9147 
Telex  64-3317 
Telefax  (203)  356-0420 
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nues  compared  with  35.2%  the  year  before. 

In  1988,  investments  totalled  $4,295 
billion,  which  were  90%  paid  out  of  inter- 
nally generated  funds.  About  29<7<  of  this 
investment  was  made  abroad,  while  more 
than  7%,  or  a  total  of  $327  million,  was 


nificantly  larger  investments  than  its  major 
ijitemational  peer  companies,  and  the  gap 
has  widened  in  the  past  three  years. 

These  investments  have  fostered  ma- 
jor achievements  in  the  oil  and  gas  sector 
Between  1984  and  1988  ENI's  production 
rose  31%,  and  reserves  increased  25%. 
Total  production  of  liquid  and  gaseous  hy- 
drocarbons reached  over  700,000  barrels 
per  day  of  oil  equivalent,  with  an  even  larger 
increase  in  domestic  production,  account- 
ing for  about  half  of  total  production.  De- 
spite this  increase,  the  coefficient  of  ex- 
ploited reserve  replacement  was  about  two 
for  the  past  five  years.  In  absolute  terms 


X 


^  At: 


The  fJ\f  refinertf  in  Ttirattto.  £.\f  is  n  f(>ad<>r  in  eoiifiiiiiiiig  internationaliza- 
tion in  oil  find  gas  production. 


tunneled  into  research  and  development. 

The  high  level  of  self-financing  begun 
over  the  past  years,  continued  in  1988. 
Since  ENI  Group  came  back  to  profitability 
in  1985,  in  fact,  cash  flow  has  covered  more 
than  four-fifths  of  investment  expenditures. 

ENI's  finances  continued  to  improve 
during  1988.  Net  equity  rose  to  $9,930  bil- 
lion, a  full  19.7%  compared  with  198Z  Debt- 
to-equity  decreased  from  a  1.31  ratio  in 
1987  to  1.14  in  1988.  A  moderate  increase  in 
debt,  of  $441  million  between  1987  and 
1988,  \vas  more  than  offset  by  the  increase 
in  equiiv.  This  is  particularly  noteworthy  in 
light  of  the  fact  that  ENI  Group  hasn't  re- 
ceived any  government  grants  since  1985. 

Compared  with  other  leading  interna- 
tional oil  companies  ENI  has  a  higher  in- 
vestment to  turnover  ratio -about  16%  an- 
nually for  the  past  five  years,  against  the 
"majors'"  10%f- mostly  due  to  the  Group's 
public  nature  in  pursuit  of  nafional  strategy 
goals.  Indeed,  recently  ENI  has  made  sig- 
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this  means  that  for  more  than  1  billion  bar- 
rels produced,  more  than  2  billion  barrels 
were  found  during  that  period,  so  net  re- 
serves increased  by  more  than  1  billion 
barrels. 

The  chemicals  sector  made  its  first 
significant  contribution  to  ENI  profits  in 
1988.  While  this  is  due  in  part  to  a  favorable 
demand  trend,  rationalization  measures 
over  the  past  few  years  have  also  helped. 
Thus,  Enichem  is  now  able  to  enjoy  a  new 
phase  of  enhanced  growth  through  estab- 
lishment of  Enimont,  the  joint  venture  with 
Montedison. 

Also  in  the  black  for  the  first  time  last 
year,  showing  profits  of  $6  million,  was 
ENI's  metallurgical  sector  This  was  also 
the  result  of  a  thorough  restructuring  coup- 
led with  a  good  period  on  world  markets. 

ENI  faces  major  challenges  in  the  com- 
ing years. 

In  terms  of  energy,  Italy's  National  En- 
ergy Flan  forecasts  a  sharp  rise  in  energy 


requirements.  Natural  gas  consumption,  in 
particular,  will  rise  by  50%  .  In  line  with 
Energy  Plan  targets,  ENI  will  increase  oil 
and  gas  production  to  more  than  800, OOC 
barrels  per  day  by  1995,  requiring  majoi 
efforts  especially  in  replacing  progressively 
depleted  reserves. 

In  terms  of  chemicals,  a  second  strate- 
gic goal  is  to  gradually  reduce  the  chemical 
deficit  portion  of  the  balance  of  payments. 
ENI  has  pursued  this  via  creation  and  devel- 
opment of  Enimont. 

Substantial  resources  will  have  to  be 
invested  in  research  and  development  to 
improve  products  and  processes,  partu  u- 
larly  in  terms  of  environmental  and  energy 
concerns. 

In  line  with  the  future  reshaping  of 
major  flows  of  world  trade,  ENI  stratL.L,'y 
calls  for  continuing  internationalization  m  oii 
and  gas  production,  in  engineering  and  ser- 
vices, and  in  chemicals,  via  intemationai 
joint  ventures. 

Major  business,  organizational  and  fi' 
nancial  efforts  will  be  needed  to  foster  vig- 
orous growth  of  the  ENI  Group  during  com 
ing  years.  Of  greater  importance,  however, 
is  the  drive  for  innovation  in  order  to  main- 
tain a  strategic  leading  role  in  tlie  growth  of 
Italy 

ENI  Intemationai  Holding,  the  com 
pany  that  handles  the  Eni  Group's  interna 
tional  financial  activities,  has  just  become 
the  first  Italian  company  to  win  Moody's  and  ^,  > 
Standard  &  Poor's  top  rating  for  short-term  ^ 
and  long-medium-terin  borrowing,  one 
more  confirmation  of  the  group's  soundness 
and  performance. 
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A  "GREEIV"  REFIl^ERY 
■l^THE 

MEDITERRAI^EAN 

SARAS  REFINING  COMPANY 


w  cology  and  petroleum  refining,  al 
§~i  too  often,  are  like  the  proverbial  oil 
£  ^  and  water— the  two  simply  don't 
mix.  But  at  Saras,  right  from  the  start, 
petroleum  refining  was  never  divorced  from 
a  clean  envii'onment.  What's  more,  judging 
from  current  strategy,  Saras  plans  to  keep 
producing  ever  cleaner  products  with  mini- 
mal impact  on  the  environment. 

Indeed ,  right  now  Saras  is  building  itg 
third  sulphur  recovery  plant,  to  extract  200 
tons  of  sulphur  from  crude  a  day,  as  it  is 
being  processed,  at  a  total  cost  of  roughly 
$12  million.  That  investment  should  be 
added  to  the  annual  $4  to  $5  million  spent  on 
air-water  monitoring  and  anti-pollution  sys- 
tems. 

"We  view  these  investments  as  a  con- 
tribution to  the  increasing  quality  of  our 
product,"  says  Massimo  Moratti,  managing 
director  and  general  manager,  "now  2O0 
tons  of  sulphur  will  not  go  into  the  product 
and  as  a  result,  that's  200  tons  less  in  heat- 
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ing  systems  and  the  cars  of  Europe  each 
day." 

Saras'  conversion  refinery  in  San'och, 
on  the  southeastern  comer  of  Sardinia,  is 
the  largest  operation  of  its  kind  in  Italy  and 
indeed,  in  tiie  entire  Meditemnean.  The 
refinery  has  a  processing  capacity  of  18  mil- 
lion metric  tons  of  crude  oil  annually  or 
360,000  barrels  per  day  and  5  million  tons 
per  year  of  conversion  capacity.  These  fig- 
ures represent  about  15'7f  of  Italy's  total 
installed  capacity 

Saras  is  a  service  refinery  processing 
third-party  crude.  This  means  that  it  must 
be  ready  to  process  all  types  of  crude  —  be 
it  heavy  crude  coming  from  the  Soviet 
Union,  or  "sweet"  light  crude  from  Brent  in 
the  North  Sea,  North  Africa  or  West  Africa. 
In  fact,  last  year  it  processed  roughly  25 
different  varieties  of  crude  for  customers. 

Because  of  the  refinery's  location  on 
the  Sardinia  coast,  it  is  adapted  to  receive 
crude  oil  from  huge  tankers  of  up  to 
260,000  DWT  (dead  weight  tons)  for  stor- 
age into  its  massive  tank  farm  which  will 
hold  up  to  4  million  cubic  meters  of  crude. 

Saras,  which  built  the  Sardinian  refin- 
ery back  in  1964,  got  a  head  start  on  already 
established  competitors  by  making  the 
plant  environmentally  safe  from  the  outset, 
explauis  Moratti. 

"Saras  was  already  one  of  the  most 
advanced  refineries  from  an  ecological  point 
of  view  back  then,"  he  says.  "Even  though 
ecological  legislation  was  already  fairly  se- 


vere at  the  time,  we  started  with  an  envi- 
ronmentally safe  approach  and  have  im- 
proved on  it  each  year." 

The  refinery  was  built  with  a  30  ton 
sulphur  recovery  plant  intact,  equipped  to 
"wash"  fuel  gas  and  remove  most  of  the 
sulphur  content  before  gas  is  sent  to  the 
furnace  to  be  retined. 

Later,  as  the  legal  sulphur  content  in 
Diesel  oil  for  the  market  went  down  from 
1.1%  to  0.8%,  then  to  0.5%  and  then  to 
0.3%,  more  sulphur  recovery  capacity  was 
added. 

One  of  Saras'  main  investments  has 
been  for  a  water  recovery  system,  in  order 


Spherical  tanks  for  LPfi  storage  at 
the  SARAS  refinery  in  Sardinia. 


to  reduce  consumption  of  fresh  water 
throughout  the  entire  refinery.  Whereas 
before  1,100  cubic  meters  of  fresh  water 
per  hour  was  used  at  the  refinery,  now  800 
cubic  meters  are  required. 

The  water-purification  systems  in  the 
refinery  consist  of  two  treatment  sections, 
one  for  the  water  used  in  processing  and  the 
other  to  de-pollute  ballast  water  from  in- 
coming oil  tankers. 

Process  water  runs  through  a  four- 
step  purification  process,  starting  with  API 
(American  Petroleum  Institute)  separators, 


then  on  to  an  air  floatation  process,  then 
through  chemical  floatation  and  finally,  ; 
thi'ough  biological  treatment.  These  pro- 
cesses represent  the  maximum  in  the  mod- 
ern water  purification  technology,  says 
Moratti. 

In  terms  of  ballast  water  treatment, 
Saras  was  among  the  first  refineries  in  the 
world  to  offer  ships  this  service,  back  in  the  2 
early  1970's. 

Another  project  in  which  Saras  can 
claim  unusally  high  marks  for  effort,  is  its  air 
monitoring  system  which  is  tied  directly 
into  the  local  government  of  Sarroch. 

The  system  features  seven  points  at 
which  air  quality  is  monitored  around  the 
refinery  and  data  is  collected.  One  of  those 
points  is  in  the  town  of  Sarroch  so  that  local 
officials  can  monitor  plant  air  quality  for 
themselves.  "Even  though  it  is  not  re- 
quested by  law,  we  did  this  along  with  our 
local  community"  says  Moratti. 

This  is  by  no  means  where  ecological 
planning  stops  at  Saras.  Next  on  the  draw- 
ing board  may  well  be  the  creation  of  a 
vacuum  gas  desulphurization  unit  in  the  re- 
finery, to  desulphuiTze  fuel  with  a  catalytic 
cracker  Such  a  unit  could  cost  roughly  $140 
million,  and  the  decision  should  be  finalized 
soon,  says  Moratti. 

"Products  in  Europe  and  the  world  are 
becoming  ever  lighter,  whether  for  heavy 
products  such  as  the  fuel  oil  used  for  elec- 
tric power  generation  or  in  industry,  me- 
dium-weight products  like  Diesel  fuel  or 
home  heating  oil,  or  for  light  ones  such  as 
gasoline,"  explains  Moratti. 

"The  demand  is  always  for  less  pol- 
luted products  and  towards  higher  conver- 
sion of  heavy  products  to  lighter  ones.  We 
are  a  conversion  refinery,  and  the  very  fu- 
ture of  the  petroleum  industry  is  in  light 
products  and  high  conversion."  f 


/FALC  K  GROUP,  A 
TR\I>IT10\0F 
QIALOTY 

w  ^  aick  Group  is  among  Italy's  and  Eu- 
Ay  rope's  leading  iron  and  steel  compa- 
^  nies.  Founded  by  the  Faick  familyf 
duiing  the  past  century,  it  offers  a  tradition 
of  customer-tailored  service  that  is  rare  in  s 
its  sector. 

Falck  Group,  at  a  consolidated  level,  » 
comprises  19  companies  which  produce  and  s 
distribute  iron  and  steel,  associated  ser- 
vices, and  which  generate  and  distribute  ' 
electrical  energy 

These  companies  form  the  principal 
nucleus  of  the  Group,  employing  8,107  peo- 
ple, and  handling  sales  turnover  in  1988  of 
1.5tnllion  lira  ($1.1  billion). 

Apart  from  these  companies,  Falck; 
Group  has  considerable  equity  stakes  in 
another  25  companies. 

For  generation  of  the  electrical  power 


A  roughing  stand  on  1 hoi  strip  rttlling  mill  in  the  Faiek  plant  at  Sesto  San 
Giovanni,  milan. 
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that  Falck  Group  distributes,  it  still  relies  on 
a  vital  network  of  hydroelectric  units  which 
it  constructed  in  the  Alps  and  Apennine 
mountains  in  Northern  Italy,  at  the  turn  of 
the  century 

Both  the  parent  company  A.F.L.  Falck 
and  Acciaierie  di  Bolzano,  are  the  Group's 
flagship  companies,  strictly  concerned  with 
the  iron  and  steelmaking  business. 

A.F.L.  Falck  is  subdivided  into  five  di- 
visions which  are  broken  out  as  follows: 

■  steel  plate  division.  This  unit  boasts 
an  annual  capacity  of  350,000  tons,  con- 
forming to  all  international  specifications 
and  standards.  It  features  ladle  refining  of 
steel  and  heat  treatment,  finishing  and  in- 
spection equipment. 

■  steel  strip  and  derivatives  division, 
which  manufactures  high  quality  hot  rolled 
and  cold  rolled  strips  of  special  steel  and  of 
alloy  steel  for  electrical  uses  such  as  mag- 
netic strip  and  for  mechanical  uses,  such  as 
car  wheel  drums,  gearing,  and  various  auto- 
mobile components. 

■  seamless  tube  division.  This  unit 
consists  of  an  Assel  mill  for  heavy  wall  tubes 
with  very  close  tolerances,  for  mechanical 
purposes.  It  also  featurees  a  Diescher  roll- 
ing mill  with  production  capacity  of  170,000 
tons  per  year.  Production  in  this  unit  is 
mainly  for  the  metal  working  industry,  it  is 
here  that  Falck  produces  the  steel  tubes  for 
ball  bearings  for  which  it  is  a  European 
leader  and  the  only  manufacturer  in  Italy 

■  miscellaneous  products  division. 
This  unit  encompasses  the  manufacture  of 
malleable  cast  iron  fittings  and  castings,  su- 
per refined  ferrochrome  (for  which  Falck  is 
one  of  the  only  two  manufacturers  in  all  of 
Europe)  and  high  carbon  drawn  wire  for 
mechanical  springs  and  pre-stressed  con- 
crt-te. 

■  technological  division,  which  boasts 
extensive  experience  in  iron  and  steel  plant 
engineering,  combined  with  years  of  pro- 
duction technology  experience,  for  design, 
implc?mentation  and  installation  of  Falck 
Company  plants. 

At  Acciaierie  di  Bolzano,  which  is  well 
known  m  Italy,  Europe  and  the  U.S.  for  the 
production  of  specialty  steels,  roughly  600 
different  Ivpes  of  steel  are  manufactured. 
About  half  (;f  these  are  proprietary  brands, 
meaning  they've  been  tailored  according  to 
specific  customer  needs. 

Although  Falck  Group  produces  many 
different  types  of  products,  each  springs 
from  a  single  market  philosophy,  namely 
that  of  operating  in  market  segments  with 


special  requirements,  involving  relatively 
limited  quantities  (and  thus  not  mass-pro- 
duced products) ,  and  the  choosing  of  niches 
compatible  with  custom-produced  steels. 


PKEPARI1\G 
WHITE  r>oous 
T(>  »0  BATTLE 
E\  EUROPE 

'BY  VITTORIO  MERLONI 
PRESIDENT  MERLONI 
ELE  TTRODOMESTICI 

For  Europeans,  1992  has  become  the 
symbol  of  the  beginning  of  a  new 
epoch,  full  of  expectation  but  also 
full  of  fears,  as  if  it  were  the  divide  between 
"before"  and  "after."  In  fact,  there  will  be  no 
radical  change  but  instead  differences,  in 
language,  behavior,  income  and  education. 


upper  segment  and  in  the  entry  level 
ket.  Therefore,  our  task  as  producers  is  t. 
design,  manufacture,  and  sell  "European 
goods.  We  must  offer  low  cost  goods  whicl 
are  adaptable  to  a  diversity  of  lifestyles  ani 
different  habits  in  the  use  of  domestic  appli 
ances. 

Let's  take  the  washing  of  laundry  as  ai 
example.  The  Spanish  wash  with  cold  wa 
ter,  and  the  Italians  with  almost  boiling  wa 
ter,  meanwhile,  Germans  and  the  Britisl 
prefer  tepid  water  What's  more,  in  Frana 
70%  of  washing  machines  are  top-loading 
whereas  in  Germany  they  are  only  frontj 
loading  with  very  fast  tumbler  action.  Ital: 
ians  prefer  front-loading  models  with  low 
speed  tumblers  and  are  almost  unawan 
that  dryers  and  washer/dryers  exist. 

It  would  be  useless  for  a  company  tha 
wants  to  be  a  global  competitor,  such  ai 
Merloni  Elettrodomestici,  to  wait  until  199J 


iWcrloiii  Progettl  can  rely  on  Merloni  (irttup's  vxpenise  ami  experience  in 
factory  automation  with  computers. 


which  will  continue  to  exist.  Uniformity  will 
be  created  in  the  short-teitn,  but  mostly  in 
consumption,  particularly  of  consumer 
goods. 

Merloni  Elettrodomestici  is  among  the 
European  protagonists  in  the  field  of  white 
goods  (or  semi-durable  consumer  goods), 
which  though  considered  fully  developed 
just  a  few  years  ago,  are  now  going  through 
a  period  of  complete  rennovation  in  technol- 
ogy, performance,  and  appearance.  The 
sector  enjoyed  four  boom  years,  with  in- 
creased sales  in  Western  Europe,  at  a  rate 
of  7<7c  annually  Though  the  market  will  con- 
tinue to  grow,  we  expect  a  strong  slowing 
during  1989. 

European  consumers  are  already 
showing  strong  similarity  of  needs,  in  the 


in  order  to  enter  the  new  age  of  customizec 
products  and  the  single  market.  In  fact,  we 
are  already  in  this  new  age,  which  is  charac 
terized  by  globalization  and  "de-massifica- 
tion."  Both  inside  and  outside  Europe,  tht 
globalization  of  capital  and  production  have 
begun.  Everyone  wishes  to  take  part  in  the 
portioning-out  of  the  world's  biggest  mar- 
ket—Europe, with  over  360  million  con 
sumers. 

The  Americans  and  the  Japanese,  al- 
ready enjoying  benefits  of  their  own  ver> 
large  and  wealthy  domestic  markets,  have 
always  flirted  with  Europe,  though  only  af- 
ter a  fashion,  since  the  market  is  fragi 
mented  by  laws,  languages  and  all  kinds  ol 
different  bonds. 

However,  today  with  the  prospects  oHl 
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Five  Centuries 
of  Banking 

Banco  di  Sicilia  is  heir  to  o  bonking 
tradition  which  goes  back  to  1459  and 
has  developed  into  a  diversified  group  of- 
fering a  comprehensive  range  of  banking 
and  financial  services. 

The  Bank  has  a  domestic  network  of 
352  bmnches  and  a  foreign  network 
comprising  seven  Bmnches  (Fmnkfurt, 
London,  Los  Angeles,  Lyon,  Munich,  New 
York,  Paris)  a  subsidiary  (Banco  di  Sicilia 
International  S.A.,  Luxembourg)  and 
representative  offices  in  Brussels, 
Budapest,  Chicago,  Singapore,  Zurich. 

Additionally  the  Banco  di  Sicilia  Group 
comprises  a  diversified  number  of  af- 
filiates opemting  internationally,  among 
which: 

Centro  Internationale  Handelsbonk 
AG-Wien,  Bank  of  Valletta-Malta, 
Eummerico  Finonziaria  Internazionale 
S.p.A.-Rome,  Bosinvest  S.p.A.-Milan, 
Estero  Imprese  s.r.l.-Milan,  Interbancaria 
Nozionale  Investimenti  S.p.A.-Milan, 
Mediofactoring  S.p.A.-Milan. 


New  York  Branch:  250  Park  Avenue,  New  York,  N.Y.  10177 

Los  Angeles  Foreign  Branch:  333  South  Grand  Avenue,  Los  Angeles,  California  90071 

Chicago  Representative  Office:  200  West  Madison  Street,  Chicago,  Illinois  60606 
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1992,  our  continent  has  become  more  inter- 
esting for  them  and  everyone  is  running  to 
jump  on  the  bandwagon. 

As  globalization  takes  hold,  so  too 
does  "de-massification"  or  the  need  to  offer 
different  products  to  satisfy  increasingly 
personalized  and  diversified  requirements. 
Thus,  each  producer  is  forced  to  offer  an 
ever  wider  range  and  to  continually  broaden 
it,  to  cover  numerous  niches  wliich  multiply 
themselves  when  the  offer  is  global.  This  is 
the  point  where  the  two  opposites,  global- 
ization and  "de-massiiication,"  clash. 

Until  yesterday,  the  two  concepts 
were  incompatible  with  a  price  that  today 
instead  is  kept  within  certain  limits.  With 
the  aid  of  information  electronics  and  robot 
technology  it  becomes  possible  to  recipro- 
cally relate  a  widening  range  of  models  with 
economies  of  scale.  This  task,  however,  will 
not  be  easy,  because  it  calls  for  a  proper 
conversion  of  the  company  from  a  mass 
manufacturing  organization  to  one  based  on 
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SpA 


s  an  Italian-based  Engineering  and 
Contracting  Company  operating  on  a 
worldwide  basis  for  the  innplementation  of 
industrial  plants. 

rPL  is  tiigfily  qualified  to  handle  all  phases 
of  industrial  projects,  including: 

■  economic  evaluation 

■  technical  and  feasibility  studies 

■  financing  arrangements 

■  conceptual  planning 

■  project  management 

■  process  and  detailed  engineering 

■  procurement 

■  construction 

■  plant  start-up 

■  operating  services 

■  personnel  training 

TPL's  activities  are  in  petroleum  refining  and 
petrochemical  fields,  including  large  grass- 
roots refineries,  petrochemical  complexes, 
fertilizers,  fine  chemicals,  food  processing, 
textiles,  of-er  energy  sources,  energy 
saving,  environmental  engineering,  agro- 
industry,  mechanical  industry,  glass  and 
paper,  all  the  fields  of  light  industry. 


TECNOLOGIE  PROGETTI  LAVORI 

ENGINEERS  &  CONTRACTORS 

TPL  SpA  -  Vlale  Castello  deila  Magliana,  68 

00148  ROMA,  ITALY 

Telex  610696  -  Phone  (06)  54521 


flexibility  and  market  adaptability. 

The  struggle  over  the  next  10  years 
will  be  very  difficult,  because  the  market 
will  not  grow  in  terms  of  numbers  of  con- 
sumers. Each  local  manufacturer  will 
find  himself  fighting  off  competitors  from  all 
over  the  Continent,  because  it  will  be  the 
most  aggressive  who  will  be  selling  in  his 
sanctuary 

In  this  scenario  there  are  thi"ee  focal 
points  of  success  for  a  company  in  the  white 
goods  field  (as  well  as  other  industrial  sec- 
tors). They  are:  product  innovation,  com- 
petitive costs,  and  marketing  clout. 

If  products  are  always  new,  managing 
to  employ  new  teclmical  design  processes, 
extensive  standardization  of  parts,  and  they 
combine  these  elements  in  the  production 
of  different  versions,  they  will  manage  to 
cover  all  niches. 

The  need  to  keep  costs  low  while  in- 
creasing product  quality  is  self-explanatory 
The  instrument  for  reaching  this  objective 
is  the  "Flexible  Manufacturing  System" 
based  on  computers  and  factory  automa- 
tion. But  to  make  factories  flexible  and 
liiglily  productive,  robots  are  not  enough. 
The  whole  production  mentality  must 
change,  starting  from  the  concept  of  quality 
It  is  possible  in  fact,  to  obtain  required  sav- 
ing via  a  more  flexible  and  thus  more  com- 
plex organization,  from  the  cost  of  non- 
quality  (i.e.  the  combined  value  of 
everything  that  is  rejected  as  substandard). 

Finally,  flexibility  and  marketing  ag- 
gressiveness should  take  account  of  the  ftj- 
ture  development  of  increasingly  diversified 
models  and  markets,  and  it  should  make 
use  of  intensive  communication  pressure  on 
all  company  clients  and  counterparts. 

With  these  principles  and  strategies, 
Merloni  Elettrodomestici  has  grown  rap- 
idly, increasing  turnover  and  output  three- 
fold in  the  past  four  years.  In  its  sector,  the 
company  today  ranks  fourth  in  Europe  and 
sixth  in  the  world.  We  are  gearing  up  to 
become  leaders  in  the  new  scenario  of  "de- 
massification"  and  globalization.  In  other 
words,  we  are  not  waiting  for  1992— for  us, 
today  is  already  tomorrow. 
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TPL.  BRI\GI\G 
HOW  TO  THE  WORLD 


rPL,  Tecnologie  Progetti  Lavori  SpA, 
specializes  in  engineering  and  con- 
tracting for  all  types  and  sizes  of  in- 
dustrial plants,  on  a  worldwide  basis. 

TPL  has  a  proven  track  record  in  the 
design  and  construction  of  complete  plants. 
A  list  of  finished  projects,  which  features 
250  plants  in  38  countries  in  fields  such  as 
oil  refining,  petrochemicals,  chemicals,  fer- 
tilizers, phannaceuticals  and  food  process- 
ing, is  proof  of  TPL's  success. 

The  acquisition  of  Generate  Impianti  (a 
contractor  with  pharmaceutical,  food  pro- 


cessing, textiles,  mechanical  and  glass  divi- 
sions), in  1982,  consolidated  TPL's  pres- 
ence in  these  sectors. 

TPL  is  also  a  member  of  the  Interna- 
tional Teclinip  Group,  which  includes  com- 
panies whose  services  range  from  indus- 
trial projects  to  oil  refineries,  offshore 
exploration,  and  nuclear  plants. 
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ITALIIWPRESE, 
Bl  ILDi:\G  LP  THE 
FLTLRE 


/talimprese  Group  is  undoubtedly  one 
of  the  most  active  companies  in  the 
Italian  economy  Bearing  witness  to  its 
productivity  in  the  mechanical  and  metallur- 
gical sector,  plant  engineering,  construction 
and  agricultural  industry,  are  annual  sales 
turnover  of  578,714  billion  lira  ($41.3  mil- 
lion) in  1988,  up  5.11%  compared  with  the 
year  earlier,  net  profits  of  16,310  billion  lira, 
and  31  billion  lira  of  self-financing. 

There  were  a  number  of  new  initiatives 
during  the  course  of  the  past  year.  For  in- 
stance, in  its  railway  rolling  stock  division, 
the  Group  torged  an  important  strategic 
alliance  with  two  German  companies, 
Siemens  AG,  Kraus  Maffei  and  one  Italian 


The  \uelear  Physics  Laboratory 
complex  in  the  heart  of  Gran  Sasso 
Mountain  in  Abruzzo,  tchich  Italinu 
prese  is  building  via  the  most 
sophisticated  engineering. 

company,  Siemens  S.p.A.  Abroad,  in  its 
public-works  sector,  among  other  projects 
completed  on  schedule,  its  Sacma  of  Milan 
associate  company  supplied  the  technologi- 
cal know-how  for  creation  of  the  tunnel  un- 
der the  English  Channel,  and  in  another 
area  of  the  world,  its  construction  affiliate 
won  a  contract  to  build  a  provincial  roadway 
in  Burundi. 

In  Italy,  among  its  principal  works-in- 
progress,  Italimprese's  Cogei  affiliate  com- 
pany is  participating  m  creation  of  the  Milan 
railway  junction  and  in  the  Frejus  tunnel/ 
superhighway  project. 

In  addition,  its  Saem  affiliate  company 
has  been  entrusted  with  building  a  nuclear 
physics  laboratory  complex  under  the  Gran 
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Seattle,  Washington,  the  holder  of  impor- 
tant proprietary  technology  used  for  recla- 
mation of  soil  and  polluted  water,  is  a  good 
example. 

Italimprese  also  entered  the  environ- 
mental sector  by  forming  Ital-Ambiente, 
based  on  the  acquisition  of  new  technologi- 
cal advances. 

Another  important  group  segment  to 
make  strides  abroad,  is  Itint  S.A.,  Italim- 
preses  holding  company  in  Lausanne,  cre- 
ated in  March  1988.  Itint  also  functions 
within  Italy,  having  responsibility  for  busi- 
ness development  and  trade  coordination 
for  group  affiliates  in  the  civil  and  rural  engi- 
neering sectors,  mechanical  and  metallurgi- 
cal sector  and  plant  engineering. 

Itint  participated  in  third  world  mar- 
kets by  operating  in  the  developing  coun- 
tries Senegal,  Mali,  Tanzania,  Burundi,  Su- 
dan, Mozambique  and  Swaziland  and  in 
more  industrialized  nations  including  Malay- 
sia, Thailand,  Argentina,  and  Panama,  dur- 
ing its  first  months  of  doing  business. 

In  these  countries,  Itint  applied  its  own 
management's  know-how  for  the  Italim- 
prese Group,  in  marketing,  planning,  on- 
site  visits  and  assistance,  support  for  par- 
ticipation in  bidding,  elaboration  of  bids, 
work  supervision,  settlement  in  other  na- 
tions, analysis,  in  choosing  the  best  techno- 
logical solutions,  creation  of  financial  pack- 


CASSA  Dl  RISPARMIO  □  ROMA 
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rhe  "Vega"  offshore  platform  built  with  the  participation  of  llflPA,  a  com- 
tatty  in  the  Italitnprese  Group. 


lasso  mountain  in  Abruzzo.  Another  im- 
■ortant  national  project  moving  toward 
ompletion  right  o  i  schedule  is  construc- 
;on  by  the  Impa  afiiliate  company,  of  Agip 
'etroleum's  offshore  oil  platform  in  Sicily, 
16  "Giovanna." 


There  were  also  noteworthy  invest- 
ments in  new  enterprises,  research  and 
development  during  1988.  In  particular,  the 
Group  acquired  shares  in  more  than  one 
U.S.  high  technology  company,  each  a 
leader  in  its  own  sector.  Ecova  Corp.  of 
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ages  to  optimize  company  investments,  and 
assistance  in  the  selection  of  partnerships. 


y  I\\0\  ATIOX  AS  A 
X      SI  CC  ESS  F  ACTOR 

The  Pirelli  Group  has  always  striven 
for  technological  leadership  as  an  im- 
portant success  factor:  in  the  late 
Seventies,  the  Group  initiated  strategies  t(  i 
reinforce  its  competitive  capacity  by  means 
of  greater  commitment  to  technological  in- 
no\3tion  for  both  products  and  processes. 
To  consolidate  its  leadership  in  technologies 
and  products.  Pirelli  invests  more  than  200 
million  dollars  a  year  in  research,  and  em- 
ploys 2,300  specialists  in  sLx  research  cen- 
ters located  in  different  countries  (Italy, 
France,  Germany,  United  Kingdom,  the 
USA,  and  Brazil).  The  Groups  R&D  pro- 
grams are  coordinated  and  distributed 
among  the  x'arious  centers  by  the  Research 


ITORNOI 

CONSTRUCTORS  OF  CIVIL 
ENGINEERING  WORKS 
SINCE  1929 

rORNO  S.p.A.  and  its  Subsidiaries  and  associ- 
ited  Companies  can  offer  the  following  contrac- 
or's  services  ail  over  the  world: 

^ivil  engineering  works  for:  hydroelectric  pro- 
ects.  dams,  powerhouses,  roads,  motorways, 
jridges  and  viaducts,  railways,  underground  rail- 
vays,  harbours  and  airports,  water  supply  and 
;ewerage  schemes,  commercial  and  industrial 
juildings  Drilling  and  grouting,  rock  and  soil 
reatment.  mineral  and  geological  investigations. 
Environmental  works.  Ready-mixed  concrete 
ind  bitominous  concrete.  Quarry  and  borrow  pit 
Jevelopment,  processing  and  sale  of  relevant 
Droducts  Real  estate  operations.  Management 
3f  plant  yards  and  overhauling  facilities.  Man- 
jfacture  a'"c^  assembly  of  special  items  of  plant 
and  equipme:  >t. 

rORNO  has  Subsidiahes,  associates,  branches 

and  representative  ofices  in: 

Argentina.  Burkina  Faso.  Canada,  Colombia, 

jreece.  Hong  Kong,  1,-idonesia,  Luxembourg, 

Migena,  Paraguay,  Portuaa',  Switzerland,  Turkey, 

J.S.A. 

Head  Office:  11  Via  G.  da  '^-ocida 
20149  Milano  -  Italy 
tel.:  -39  2  3194.1  -  telex:  334076  r  :or  i 
telefax:  +39  2  312555 


Management  of  the  three  operating  sec- 
tors. In  the  Tire  Sector  in  particular,  in 
addition  to  the  research  acti\ities,  carried 
out  in  the  xarious  laboratories  throughout 
the  world,  aimed  at  impro\ing  the  charac- 
teristics of  the  products  and  increasing  the 


efficiency'  of  production  processes  through 
factory  automation,  there  is  also  a  major 
outdoor  laboratory:  motor  racing.  The  test 
bench  of  competition  places  the  most  se- 
\'ere  demands  on  new  materials,  new  com- 
pounds and  especially  on  the  development 
of  new  tire  structures  and  trend  patterns. 

It  was  largely  as  a  result  of  experimen- 
tal work  simulated  by  motor  racing  that 
Pirelli  developed  and  marketed  in  the  late 
Seventies  the  new  generation  of  low-profile 
tires. 

This  innovative  capacity  enabled  Pirelli 
to  achieve  a  position  of  pre-eminence  in  the 
market  for  high  performance  tires,  the 
most  demanding  but  also  the  most  profit- 
able market  segment. 

In  the  Cable  Sector,  the  great  chal- 
lenge of  information  technology'  sees  Pirelli 
well  in  the  forefront,  with  a  large-scale  com- 
mitment of  human  and  financial  resources, 
dedicated  to  the  creation  of  specific  know- 
how  and  technology  for  the  production,  in- 
stallation and  maintenance  of  cables  and  op- 
tical fiber  systems  for  telecommunications. 
In  the  field  of  power  cables,  the  U.S.  De- 
partment of  Energy  has  commissioned 
Pirelli  to  carry  out  a  research  program  on 
submarine  cables  for  power  transmission 
at  very  high  voltages  (over  1,100  kilovolts), 
to  be  laid  in  the  Hawaiian  Islands  at  more 
than  2,000  metres  below  sea-level,  much 
deeper  than  any  cable  of  this  type  has  ever 
been  laid. 

Numerous  cables  for  special  applica- 
tions have  been  produced  in  the  Group's 
laboratories,  such  as  those  used  in  the  mis- 
sile-launching cruiser  "Giuseppe  Garibaldi," 
the  most  modem  vessel  in  the  Italian  Xa\y. 


The  Pirelli  Groups  R&D  program  ir 
the  Diversified  Products  Sector  is  equally 
committed  to  improvement  and  innovation, 
especially  in  the  field  of  whicle  and  indus- 
trial components. 

The  reliability  of  a  product,  be  it  £ 


small  femily  car,  or  a  high-speed  electronic 
printer  is  influenced  by  a  large  number  of 
components.  Every  single  component  has 
to  be  designed  and  manufactured  on  the 
basis  of  fitness  for  purpose,  so  that  it  func- 
tions satisfactorily  and  safely  for  the  whole 
working  life  of  the  assembly  in  which  it  is 
used. 

This  prime  aim  is  achieved  through 
ongoing  research  into  new  materials, 
new  manufacturing  techniques,  new  prod- 
uct design  and  faster,  more  precise 
machinery,  ever  less  dependent  on  manual 
inter\"ention. 

The  Groups  exceptional  international 
success  in  winning  orders  for  the  supply  of 
production  plants  and  for  the  transfer  of 
technology  and  know-how  is  in  itself  an  ac- 
knowledgement of  the  high  standard  of  its 
engineering  capabilities  and  its  product  and 
process  research  and  development. 


A  >EW  AGE  FOR 
IT  ALI  AN  STEEL 

BY  MARIO  LI PO 
PRESIDENT  FEDERACCIAI 


rhe  extensive  restructuring  of  plants 
and  production,  performed  by  state 
and  prixate  iron  and  steel  companies 
in  Italy,  required  the  creation  of  a  unified 
body  to  represent  the  industry,  one  in  which 
it  would  be  possible  to  compare  and  prepare 
common  strategies  for  the  development  of 
the  industry:  Federacciai. 

Mer  a  long  period  of  preparation,  a 
single  organization  was  formed,  able  to  ef- 
fectively safeguard  w^herever  necessary  the 


The  netv  Pirelli  PZero  tire  adopted  exclusively  for  the  Ferrari  F40. 
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Local,  metropolitan,  regional 
closed  networks, 
intelligent  building 

Long  distance  closed  networks 
(packet  switching,  integrated, 
•for  data  and  telematic  services) 


Supervisory  and  control  systems 

for  TLC  networks,  roads  and  traffic,  territory 

Defence  infomiation  handling  systems 
(message  handling  and  message  switching 
systems  and  networks; 

command,  control  and  communication  systems) 


irtii 

Advanced  Telecommunication  Systems 


IRI-STET  GROUP 
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SARASSp  A  RAFFINERIE  SARDE 
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The  largest  oil 
refinery  in  the 
Mediterranean 
at  your  service 


SARAS  has  always  advanced  technologically  to  process 
crude  oil  on  behalf  of  third  parties  with  the  highest  added  value. 

With  a  processing  capacnty  of  18  million  metnc  tons 

per  year  (360.000  BSD)  and  5  million  tons 

per  year  of  conversion  capacity,  SARAS  refinery 

can  receive  crude  oil  from  tankers  of  up  to 

260.000  DWT.  store  into  iLs  huge  lank  farm 

(4  million  cu.mt. )  and  deliver  the  entire  range  of 

refined  prtxlucts  according  to  customer  requirements. 
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interests  of  an  industry  which  includes 
about  250  linns,  has  a  turnover  of  trillion 
lira  ($17.8  billion),  and  holds  second  place  in 
the  European  Community  and  sixth  in  the 
world. 

The  iron  and  steel  industry  worldwide 
IS  now  better  off  than  it  was  in  the  earl_\- 
liighlies.  All  the  major  groups  in  Europe. 
.America  and  Asia  have  been  restructured 
and  their  plants  have  been  revamped  to 
specialize  and  increase  productixity,  a  result 
in  jiart.  of  the  rediscovery  of  the  product 
"steel"  which  at  the  beginning  of  the  decade 
was  starting  to  be  considered  obsolete 
Thanks  to  process  and  product  innoNTitions 
steel  has  evolved,  transforming  itself  into  a 
product  able  to  compete  victoriously  until 
;iluminium,  plastic  and  ceramic  materials. 

In  the  near  future,  competition  at  the 
European  level  will  become  even  stiffer  and 
further  rationalization  will  be  needed  at  the 
national  level.  Consequently,  it  is  to  be 
hoped  that  "poles"  (or  production  centers) 

b  II 


f  f.l  1:  (iii(«iii(i(i<  <-<»il  pai'king  li>i(>  in  Taraittn  plant  (South  Italy). 
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f  European  dimensions  can  be  formed  for 
le  production  and  marketing  of  long  and 
at  rolled  products  through  associations, 
artnerships,  acquisitions,  and  company  in- 
jgration,  in  order  to  ensure  the  harmoni- 
us  growth  of  the  national  iron  and  steel 
idustry,  which  up  to  now  has  suffered  so 
?verely  from  the  excessive  fragmentation 
f  the  decision  making  centers. 


/THE  OPPORTIWITY  OF 
IIVrERl\ATIOI\ALIZATION 
BY  GIUSEPPE  GRECO,  CEO 
BANCO  DI  ROMA 

rtalian  banks  have  set  off  toward  1992  in 
good  form  and  full  of  vitality.  After 
years  of  contained  growth  and  thin 
ofits,  their  balance  sheets  have  returned 
'  profitability,  reflecting  efforts  at  effi- 
ency  cost  reduction  and  improved  use  of 
unan  resources. 

Their  public  image  also  has  improved 
eatly  with  ABI's  (Italian  Banking  Associa- 
)n)  "transparency  of  operation"  guide- 
les.  Now,  banks  inform  clients  at  any 
anch  about  costs,  rates,  and  conditions, 
id  help  them  read  account  statements, 
anks  to  simplified  standardized  forms. 

Automation  has  simplified  payment 
ocedures,  allowing  installation  of  a 


greater  number  of  ATM  s  (automated  teller 
machines)  and  points  of  sale.  In  only  three 
years,  6.000  ATM s  and  12,600  point-of-sale 
terminals  were  installed. 

The  Italian  banking  system  having  re- 
covered efficiency  and  profitability  is  under- 
going a  season  of  renewed  vitality.  Mergers 
and  acquisitions  are  taking  place  in  both 
publicly  and  privately  owned  institutions  of 
all  sizes.  Banca  d'ltalia  (the  central  bank) 
which  views  concentration,  especially 
among  local  credit  institutions  as  a  neces- 
sary-albeit  insufficient-weapon  against  for- 
eign competition,  approves  of  all  this 
activity 

The  scenario  for  the  future  seems  to 
be,  not  so  much  the  birth  of  "national  mega- 
banks,"  as  the  integration  of  credit  institu- 
tions along  territorial  lines. 

Rather  than  reaching  colossal  dimen- 
sions or  achieving  economies  of  scale,  these 
would  stake  out  and  serve  their  own  market 
share.  It  should  not  be  forgotten,  that 
strong  territorial  roots  allow  banks  a  priv- 
ileged rapport  with  savers  and  small-to-me- 
dium local  companies,  the  backbone  of  the 
Italian  economy 

In  1993s  single  European  market  Ital- 
ian institutions  will  have  a  progressively 
greater  presence  abroad,  not  only  by  open- 
ing new  branches  but  via  acquisition  and 
exchange  of  shares  with  foreign  banks. 


In  the  1990s  banks  will  have  to  rein- 
force net  worth  and  improve  profitability  to 
keep  pace  with  international  capital  ratios. 
Less  than  one-fifth  of  Italian  banks  fall  below 
the  solvency  ratio,  while  only  one-quarter 
of  European  banks  can  boast  that  they  meet 
EEC  required  standards. 

However,  some  problems  remain.  In 
Italy  there  are,  for  example,  2.6  bank 
branches  per  10,000  inhabitants  against  an 
EEC  average  of  4  branches. 

Meanwhile,  the  size  of  the  individual 
Italian  credit  institution  is  not  only  light- 
years  away  from  the  U.S.  and  Japanese 
giants,  but  also  from  the  largest  European 
banks. 

The  largest  Italian  bank  has  total  as- 
sets equalling  only  40%  of  the  top  French 
bank.  No  Italian  credit  institution  is  included 
among  the  worid's  top  20,  and  only  one  is 
among  the  top  50,  while  the  latter  includes 
five  German,  four  French,  four  English,  and 
two  Dutch  banks. 

Bank  of  Italy  is  responding  to  the 
branch  problem  by  gradually  loosening  re- 
straints and  guiding  the  system  toward  a 
substantial  liberalization  in  the  number  of 
branches. 

The  problem  of  size  on  the  other  hand 
is  linked  to  the  still  open  question  of  broad- 
ened duties  for  so  called  "ordinary  credit 
institutions"  and  the  definition  of  standards 


The  Region  of  Lombardy,  in  Northern 
Italy.  Its  image  colls  to  mind  a 
railway  engine  pulling  the  country 
towards  horizons  of  bustling  business 
and  sound  economy.  The  metaphor  is 
not  new,  but  as  much  as  ever  topical. 
Lombardy  is  synonymous  with  industry, 
crowded  with  over  260  thousand  medi- 
um and  small  companies  and  a  myriad 
of  artisan  operations  -  all  gravitating 
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population  live  in  the  Region.  Over  30% 
of  energy  in  Lombardy  supplies  power  to 
its  industries  and  an  additional  20%  is 
consumed  in  transporting  and  moving 
goods  in  the  Region, 
for  scores  of  years  record  quantities  of 
the  Region's  manufactured  goods  have 
set  off  on  the  long  journeys  to  the  five 
continents  of  the  world.  In  fact,  from  25 
to  30  percent  of  total  national  exports 


THE  EGGS  ARE  NOT  ALL  IN  ONE  BASKET 


around  a  diversified  agglomeration  of 
energic  public  and  privo^'e  enterprises: 
the  eggs  are  not  all  in  one  basket  -  as, 
inde-ed,  they  might  be  in  the  neighbor- 
ing region  of  Piedmont,  with  brawny  Fiat. 
The  connective  tissue  of  Lombardy  in- 
cludes a  dense  variety  of  manufacturing 
activities  ranging  from  factories  in  the 
Brianza  area  between  Milan  and  the 
lakes  at  the  foothills  of  the  Alps,  to 
metalworking  spread  over  nearly  all  of 
the  Region.  The  most  wide-ranging  ac- 
tivities have  been  the  flywheel  of  the 
Italian  economy  since  the  end  of  the 
war. 

3o  it  is  not  surprising  that  Lombardy 
should  be  the  Italian  Region  with  the 
highest  power  consumption  -  a  true 
pointer  of  a  flourishing  industry  and 
economy.  In  fact  it  normally  absorbs 
about  one  quarter  of  the  country's  total 
energy  output  -  civilian  uses  included, 
since  9  million  of  the  nation's  56  million 


BREAKDOWN  OF  EXPORTS 
IN  SOME  FIELDS  OF  INDUSTRY 
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originate  from  Lombardy  -  statistics  var- 
ying according  the  fluctuations  in  ex- 
change rates  and  shifting  demand. 
Among  the  more  important  exports  are 
metalworking,  chemicals,  furniture,  tex- 
tiles and  garments  (Milan  challenges 
Paris  as  the  international  capital  of 
fashion). 

During  the  eighties,  the  pattern  of  the 
industrial  scenario  swiftly  made  room  for 
the  telecommunications,  computer 
technology  and  advanced  services  era 
which,  in  the  Region,  and  in  Milan  in 
particular,  have  found  their  most  impor- 
tant venue.  One  figure  tells  it  all:  40%  of 
the  firms  and  over  50%  of  the  employees 
in  these  fields,  ore  located  in  the  Region 
of  Lombardy. 

RegioneLombardia 

Press  Office 
Via  Fabio  Filzi  22 
20124  Milano,  Italy 
Tel-:  (2)  67654521  ^  Fax:  (2)  6551858 
Telex  321467  GIULOM  I 
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SARDINIA 


A  wealth  of  flavorsome  and  healthy  cheeses 


One  can  eat  in  a  healthy  and  varied  manner  in 
Sardinia.  Every  day  choose  from  genuine 
foods,  picking  from  what  has  been  produced 
following  ancient  traditions  that  have  main- 
tained their  validity  through  the  ages.  Tradi- 
tions aimed  at  safeguarding  all  the  nutritional 
properties  and  the  freshness  of  these  foods. 
The  ready  availability  of  traditional  products  is 
basic,  of  course,  for  a  simple 
and  genuine  way  of  eating. 
Here  reassurance  is  provided 
by  modern  production  techno- 
logies which  guarantee  the  con- 
stant quality  of  natural  ingre- 
dients but  above  all  the  com- 
pliance with  all  the  hygienic 
and  sanitary  conditions  de- 
manded by  each  market.  The 
cheeses  produced  in  Sardinia, 
all  the  more  if  intended  for 
export,  today  conform  to  these 
requisites. 

Today,  alongside  the  wide- 
spread production  of  soft  cow- 
milk  cheeses,  mostly  absorbed 
by  the  local  market,  and 
of  the  traditional  cooked 
ewe-milk  "pecorino  romano" 
variety,  can  be  found  a  very 
interesting  range  of  soft  and 


half-cooked  ewe-milk  cheeses.  These  are  a  deli- 
cacy for  the  table  and  open  up  attractive  pro- 
spects for  a  broadening  of  the  market  through 
new  and  more  varied  exports. 
It  should  not  be  forgotten  that  ewe-milk  is  more 
nutritional  than  cow-milk  and  is  a  very  useful 
food  both  for  children  and  adults.  In  particular, 
its  cheese  is  rich  in  important  proteins  which 
can  be  compared  to  those  in 
meat,  eggs  and  fish;  it  can  be 
alternated  with  these  foods  to 
create  variety  in  meals.  A  last 
but  not  least  advantage  of 
ewe-milk  and  goat-milk  table 
cheeses  is  their  special  flavor: 
it  stimulates  their  consump- 
tion in  a  world  like  today's  — 
in  search  of  tasty  food  that 
possesses  the  quality  of  genui- 
neness. 
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SARDINIA 


Wines  of  ancient  origin  and  great  excellence 


Among  the  most  ap- 
preciated products  com- 
ing from  Sardinia  are 
its  DOC  (or  Registered 
Origin  Name)  wines. 
The  island's  climate, 
soil,  oenological  tradi- 
tion and  experience 
going  back  thousands 
of  years  have  produced 
as  many  as  16  different 
wines  —  all  pure  and 

genuine  in  their  limited  quantity.  They  are  of 
ancient  origin  and  great  excellence,  each  with 
its  own  personality. 

There  are  75  thousand  hectares  of  specialized 
vineyards  on  the  island  and  60%  of 
their  harvests  are  processed  in  mod- 
ern Wine  Cooperatives  which 
ensure  characteristics  of  constant 
quality  for  the  wines  that  are  bottled 
there. 

The  wines  that  are  most  widely  distrib- 
uted and  appreciated  are  the  red 
Cannonau  and  the  white  Vermenti- 
no  and  Nuragus.  There  are  also 


various  dessert  wines: 
dry,  like  Vernaccia  or 
Malvasia,  or  sweet  like 
Moscato,  Nasco  and 
Monica. 

Until  a  short  time  ago 
cultivation  followed  the 
old  system,  typical  of 
Mediterranean  tradi- 
tions, with  the  branches 
of  the  vine  springing 
from  the  trunk  which  is 
pruned  down  to  earth  level  and  so  producing 
wines  that  are  heavy  and  strong  and  with  a 
high  alcohol  content.  Nowadays,  the  growers 
have  adopted  more  intensive  methods  of 
cultivation  with  the  vine  stretched 
upwards  in  vertical  rows  and 
evgn  growing  over,  the  bunches  of 
grapes  hanging  like  a  canopy.  The 
result  has  been  a  considerable 
increase  in  volumes  and  a  lower 
measure  of  alcohol  in  the  wines 
thus  bringing  production  more  in 
line  with  the  demand  of  today's 
markets. 


REGIONE  AUTONOMA  DELLA  SARDEGNA 
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for  muiti-puip(jse  banking  groups. 

Italian  bankers  agree,  that  compared 
to  the  (iennan  model  of  a  "universal  bank" 
or  the  French  "all-service -bank,"  Italian 
banks  must  grow,  increasing  their  range  of 
activity  and  products. 

Another  subject  that  daily  attracts  the 
attention  of  the  financial  world  and  Italian 
politicians,  is  integration  of  banks  and  insur- 
ance companies,  and  the  entry  of  industry 
into  banks  as  shareholders.  Not  a  day 
passes  without  rumors  from  authoritative 
sources  taking  a  stand  on  separation  of 
banks  and  industry  as  decreed  by  the  Italian 
Banking  Law  of  1936,  or  rumors  about  the 
possible  use  of  branches  as  points-of-sale 
for  non-banking  products. 

Supporters  agree  that  the  longed  for 
marriage  of  insurance  companies  with 
banks  and  banks'  eventual  union  with  spe- 
cial credit  institutions  along  the  lines  of  the 
French  or  German  groups,  would  create  a 
structure  able  to  collect  short-term  de- 
ls 45 
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<'iH>a,  hirtlipiuce  of  (llii'ist<>[)li*-i-  (ioliiiiilni^,  i><  the  principal  o<-iilt-r  ('<«■■  ot'ficiul 
cel»'hrati<»ii  <»f  the  .^OOtli  iuuiiversary  <)f  the  thscovery  of  America. 

Heffuuiiiifi  ui  198*),  the  city  wH\  organize  :unl  host  a  iiiiiiiher  ot  initiatives 
with  celehrations  focused  on  the  fields  of  art,  cidture,  tourism,  ])romoti<m,  sports, 
ami  showbusiiiess.  All  of  these  wiU  cidminate  in  the  ()ct<d»er  Colundiiis  Day  program. 

These  activities  will  bitensify  yearly  mitil  reacluiijs  their  apex  in  1992.  Principal 
profjram  sponsors  are  the  City  Of  Genoa,  the  Regional  Christopher  Columbus 
Rjmidation,  and  Cohunbiis  '92. 

Annually,  the  celebration  takes  place  on  October  12,  the  aimiversary  <)f  the 
discovery.  It  is  an  Italian-style  Columbus  Day  couibimiifj  history  and  festivities, 
marked  by  a  <lay  dedicated  to  the  Coluudms  celebrati»)n,  a  rally  of  Navy  ships,  a 
historical  para<le,  ami  a  larjje  finale  show. 


posits  through  ordinary  credit  institutions, 
while  medium-  to  long-term  deposits  could 
be  funneled  through  special  credit  institu- 
tions and  life  insurance  companies. 

CuiTently,  the  Italian  trend  favors  the 
fonnation  of  multi-purpose  banking  groups. 
Their  structure  is  headed  by  a  financial 
holding  company  which  controls  separate 
companies  operating  both  in  ordinary  and 
special  credit  as  well  as  providing  non  bank- 
ing  financial  services  and  insurance 
products. 

The  picture  created  thus  far,  is  one  of 
an  Italian  banking  system  balanced  between 
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THE  SARDINIAN  MINING  BOARD, 
AT  THE  SERVICE  OF  DEVELOPMENT 

Via  XXIX  Novembre,  31-09123  Cagliari-Tel.:  039/70/6071- Fox :  039/70/6017228 
122  Eost  55th  Street-New  York,  N  Y.  10022-U.S.A. 


ISGRA-GRANITSARDA 

Quarrying,  Gang-Sawing 

and  Processing  of  Natural  Stone 

SALSARDA 

Production  and  Marketing 

of  Marine  Salt  and  Industrial  Silicates 

nnm 

Mining  and  Processing 

of  Zinc  Minerals,  Manufacturing 

of  Natural  Stone 

SARDINIA  GLASS 

Artistic  Working  of  Glass 
and  Crystal-Ware 


PROGEMSIA 

Research  and  Industrial 
Improvement  of  Geo-Resources 

BARIOSARDA 

Research  and  Production 
of  Ba rites  for  Chemical 
and  Petroleum-Related  Uses 

SOTACARBO 

Advanced  Technology  for 
a  Modern  Utilization  of  Coal 

TALCO  SARDE6NA 

Production 

of  Micronised  Talcum 


SARDASIUCATI 

Production  of  Silica  Sand  for 
Glass  and  Ceramic 


a  highly  regulated  and  restricted  past,  (such 
as  the  burden  of  high  compulsory  reserves, 
to  be  partially  relaxed,  by  the  middle  of  next 
year),  and  a  future  hopefully  brightened  by 
efficiency  and  profitability 

To  confront  foreign  bank  competition 
in  pnces  and  quality  of  service,  Italian  banks 
must  optimize  utilization  of  personnel, 
whose  cost  is  greater  then  that  of  other 
European  systems.  To  reach  this  objective, 
not  only  workforce  mobiiity  but  a  considera- 
ble investment  in  professional  re-qualifica- 
tion are  needed. 

Liberalization  of  branch-banking  will 
make  re-deployment  of  better  qualified  per- 
sonnel possible,  to  a  greater  number  of  jobs 
involving  contact  with  the  public.  Combined 
with  rationalization  sparked  on  an  interbank 
level,  this  will  ultimately  limit  back  office 
employment  too. 

Because  so  much  is  being  done,  I  per- 
sonally believe  rapid  internationalization  of 
the  Italian  market  is  an  opportunity  rather 
than  a  threat  to  our  banks.  As  regards  my 
own  bank,  I  am  convinced,  we  will  not  let 
this  opportunity  slip  away 


FORGIIVG  TOWARD  \ 
IWITEB  El  ROPE 

BY  OTTAVIO  SALAMONE, 
GENERAL  MANAGER 
BANK  OF  SICILY 
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he  Bank  of  Sicily  is  among  Italy's  t(  i|  > 
10  credit  institutions.  With  historic.ii 
roots  there,  it  has  270  branches 
throughout  the  island,  73  branches  else- 
where in  Italy,  7  branches  abroad,  5  foreign 
representative  offices,  and  affiliates  in  Lux- 
embourg and  Vienna. 

Bank  of  Sicily  is  a  universal  bank,  prac- 
ticing ordinary  as  well  as  medium-  to  long- 
temi  lending,  via  a  main  banking  company 
and  special  credit  sections  for  agriculture, 
industry  real  estate,  mining,  and  financing 
of  public  works. 

It  closed  1988  with  gross  profits  of 
281.1  billion  lira  ($200  million)  against  264.5 
billion  lira  in  1987  Total  deposits  amounted 


PUT  ITALY  IN  THE 
PALM  OF  YOUR  HAND. 

Banco  di  Roma  is  the  best  way  to  reach  the  Italian 
business  community.  Our  expert  staff  can  immediate- 
ly help  you  solve  any  problems  you  may  have  where- 
ver they  arise.  , 

All  our  services  are  backedby  lOOyears  of  expenen- 
oe  and  by  a  reputation  of  which  we  at  Banco  di  Roma 
are  justly  proud.  As  both  a  national  and  international 
organization,  Banco  di  Roma  is  deeply  involved  in 
l£i  import  and  export  activity,  using  the  most 
sophisticated  financial  techniques:  currenq  and  inte- 
rest rate  swaps,  short  and  long-temi  ECU  financing, 
floating  rate  note  issues  for  international  borrowers. 
The  bank  is  also  at  your  service  as  an  adviser  tor 
foreign  investinents  in  Italy. 

From  the  financing  of  important  projects  to  the 
solution  of  short-term  cash  flow  problems,  Banco  di 
Roma  has  the  key  to  all  of  these. 

And  when  you  deal  with  Banco  di  Roma,  you  recei- 
ve more  than  just  the  services  of  a  great  international 
bank,  you  get  the  warm  and  open-heartediouchofltaly. 

^  BANCO  DIROMA 

Se^The  great  international  banks. 

HEAD  OFFICE:  Viale  U  T.pin.  180^00144  Rome-EUR  (Italy) 
telephone:  (06)  544')  I 

ruirArn.?2SWeslWashington  street -Suite  1200   

CHICAOU.  z^')  wcbi  ""'    6    ,   g„,,     1     190190  TRT 
Chicago,  mines  6O606  -  telephone:  (512)  368-8855  telex,  m 
SAN  FRANCISCO:  One  Montgomery  Street  ■  Telesis  Tower  -  Su,te  2200 
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to  31.672  trillion  lira,  an  increase  of  13.8%  in 
respect  to  1987,  while  total  loans  increased 
13.1'/; ,  to  total  20.140  trillion  lira. 

International  activity  for  the  bank, 
measured  by  its  deposits  of  foreign  cur- 
rency, equalled  around  7  trillion  lira,  and 
foreign  loans  equalled  more  than  2.8  tnllion 
lira. 

In  terms  of  approaching  Hluropean  fi- 


nancial integration,  based  on  its  branches 
and/or  agreements  with  other  banks  in 
member  states  and  pnncipal  European  re- 
gions. Bank  of  Sicily  aims  to  be  present  on 
the  unified  credit  market,  also  by  perfonn- 
ing  operations  and  placement  of  securities 
demanded  by  Italian  clients  in  the  main 
countries.  Bank  of  Sicily's  "European  strat- 
egy" includes  the  following  objectives: 

■  a  reinforced  presence  in  EEC  mem- 
ber states,  especially  in  regions  of  major 
importance  for  Italian  trade  and  invest- 
ment, 

■  accords  with  local  banks  in  the  most 
important  member  states,  through  which 
business  can  be  conducted  for  the  account 
of  our  own  customers  with  needs  in  those 
markets,  and  thi'ough  which  we  will  conduct 
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Thv  I'aluzzo  SvuMrru  office  itf  Cussu  tli  Itispurmio  ili  Komu.  hftitiqutirters  fur 
the  hank's  President  and  fieneral  Manager. 


business  for  customers  of  these  foreign 
partners,  in  Italy 

This  strategy  will  require  the  use  of 
"Estero-Imprese,"  a  company  formed  in, 
1987  specifically  to  serve  the  foreign-ori 
ented  Italian  companies  in  their  marketing 
efforts.  The  unit  is  a  unique  support  pro 
gram  for  institutional  clients  operating  on 
the  nascent  single  European  market. 

Bank  of  Sicily's  "competitive  position- 
ing" is  a  strategy  aimed  at  foreign  markets, 
as  well  as  toward  its  own  internal  market. 
The  principal  objective  of  this  strategy  is 
defense  of  the  internal  market,  in  particular, 
strengthening  of  ties  with  clients  — be  they 
institutional  or  private  — via  an  enlarged 
product  range  and  improvement  in  quality  of  jj-.; 
services,  to  avoid  the  risk  of  more  special 
ized  foreign  banks  winning  over  the  better 
clients. 

The  Bank  of  Sicily  has  planned  a  pro 
gram  of  foreign  expansion  of  its  own  net 
work,  in  support  of  Italian  firms  abroad. 

The  current  process  of  international 
ization  is  shaping  three  economic-commer 
cial  blocs  —  Western  Europe,  USA/Canada 
and  Japan.  Together  they  hold  more  than 
600  million  consumers,  of  relatively  similar 
tastes. 

In  particular,  an  inter-dependent  Japa 
nese-American  bloc  is  forming,  which  could 
be  a  dominant  factor  in  the  next  10  years,  in 
bringing  about  a  new  season  of  development 
for  the  world's  economy.  No  company  of 
relevance  can  ignore  the  gradual  formation 
of  this  great  economic  frontier,  in  which  a 
significant  presence  will  be  needed. 
Already,  Bank  of  Sicily  is  present  in  the  U.S. 
with  New  York  and  Los  Angeles  branches, 
and  a  representative  office  in  Chicago. 

In  Europe,  besides  the  enhancement 
of  its  own  network  inside  the  EEC  which 
includes  most  recently,  branches  in  Lyon 
and  Munich  and  plans  to  open  operations  in 
Spain  and  Portugal,  Bank  of  Sicily  is  devel- 
oping relations  with  Eastern  Europe,  an 
area  of  potential  outlets  and  interest  for 
Western  industry 

In  Asia,  our  plans  include  transforma- 
tion of  our  Singapore  representative  office 
into  a  branch,  to  furnish  more  complete 
assistance  to  Italian  companies  in  their 
dealings  with  Asian  markets  and  as  an  im- 
portant contact  point  with  the  most  dy- 
namic Asia-Pacific  financial  markets. 

Another  Bank  of  Sicily  strategy  goal  is 
enlargement  of  the  range  of  services  of- 
fered to  clients,  including  those  outside  of 
typical  lending.  This  area  will  focus  on  Bank 
of  Sicily's  merchant  bank.  Basin  vest,  con- 
trolled by  Bank  of  Sicily  and  with  important 
Italian  financial  and  industrial  groups  as 
shareholders. 

This  new  structure  has  as  its  objec- 
tive, identification  of  growing  small-and  me- 
dium-sized firms,  to  acquire  a  share  of  their 
capital  with  the  purpose  of  a  subsequent 
listing  on  the  stock  exchange. 
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Italian  banks  have  developed  invest- 
ment banking  and  corporate  finance  in  a 
limited  way  due  to  a  series  of  factors  among 
which  are  fiscal  and  monetary  policies 
aimed  at  hindering  the  growth  of  interna- 
tional financial  departments  inside  banks. 

Hence,  there  is  a  strongly  felt  need  to 
invest  in  organizational  changes  of  ability 
and  culture  above  all  else  to  overcome  the 
traditional  Italo-foreign  dichotomy,  the 
preralence  of  commercial  banking  services, 
and  the  insufficiency  of  structure  and  pro- 
fessionalism in  investment  banking. 

Moreover,  the  recent  liberalization  of 
investment  in  foreign  securities  adds  an- 
other element  to  the  activity  of  Italian 
aanks,  in  particular  as  regards  trading  in 
breign  securities. 

Italian  banks  need  to  rapidly  acquire 
:ools  in  order  to  perform  innovative  ser- 
/ices  for  firms  and  private  customers  to 
jatisfy  their  needs  which  are  already  in- 


creasingly reaching  international  levels. 

On  the  capital  markets.  Bank  of  Sicily 
already  operates  in  the  sectors  of  interna- 
tional syndication  of  placements,  Euro- 
bonds, and  Eurocommercial  Paper.  Fur- 
ther, the  institution  has  ample  operational 
capacity  in  the  international  currency  mar- 
kets, particularly  in  the  Eurolira  market  and 
that  of  the  ECU.  It  also  offers  efficient  in- 
struments to  cover  exchange  risk  and  rate 
risk  (swaps,  futures,  etc.)  to  firms. 

In  addition,  Bank  of  Sicily  also  intends 
to  develop  coiporate  finance  services  via  its 
merchant  bank.  Basinvestcan,  in  fact,  oper- 
ates in  this  field  both  as  an  investor,  assum- 
ing direct  minority  participations  in  the  eq- 
uity or  capitalization  of  firms  and  as  an 
intermediary  and/or  a  consultant.  It  can 
lend  third-party  assistance  in  high  finance 
deals,  such  as  mergers  and  acquisitions, 
asset  spin-offs,  management  and  leveraged 
buyouts,  rights  issues,  convertible  bond  of- 


ferings, stock  market  listings,  brokerage, 
company  restructurings,  and  corporate 
valuation. 

In  the  investment  banking  sector. 
Bank  of  Sicily  is  studying  creation  of  a  "capi- 
tal markets  unit,"  which  would  offer  an  in- 
ternational portfolio  counseling  service  to 
private  clients,  to  complement  the  nonnal 
diversification  of  private  savings. 


/ 


THE  CHALLE1\«E  OF 
LIBERALIZATIOX 

BY  ROBERTO  MAZZOTTA 
CHAIRMAN  OF  CARIPLO 


On  the  eve  of  important  liberalization 
allowing  for  the  free  circulation  of 
capital  between  the  EEC  countries, 
an  evaluation  of  the  way  Italy  is  restruc- 
turing its  financial  system,  to  face  the  com- 
petition of  a  European-size  market,  may 


Managing 

the  present  in 
order  to  deal 

with  the  future. 

The  future  is  in  the  environment. 

The  Acqua  Group  is  the  future  in 
the  environment:  a  large  corporation  made 
up  of  seven  companies  (the  oldest,  Ercole  Ma- 

relli,  was  founded  in  1891;  the  most  recent,  Tecnars, 
in  1987)  working  on  projects,  production,  installation  mana- 
gement and  public  and  private  services,  for  the  purification 
treatment  and  use  of  water,  air  and  soil,  for  the  research  and  use  of 
clean  aUernative  energy  sources.  The  Acqua  Group  is  headquartered  in 
Milan,  Via  Tortona,  33,  phone  02-4299-1.  The 
Public  Relations  Department  is  at  the  service  of  all 
those  interested  in  specific  information  or  documentation.  Si. 


GRUPPO 


The  iulure  i>  in  llic  etu  iioiiiiit  rii 
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prove  interesting. 

Until  recently,  financial  and  credit  insti- 
tutions worked  in  a  protected  market, 
forced  to  observe  strict  regulations  and  re- 
strictions on  capital  movements.  As  a 
result,  changes  in  long-standing  norms, 
strategic,  and  operative  conduct,  became 
aJl  the  more  necessary. 

It  is  undoubtedly  positive  that  the  Ital- 
ian banking  system  is  taking  a  more  market 
onented  approach,  but,  at  the  same  time, 
difficult  problems  need  to  be  solved.  These 
include;  strengthening  of  the  equity  stiuc- 
ture  in  relation  to  total-  and  risk-weighed 
assets  and  improved  capabilities  to  operate 
on  international  markets,  not  to  mention, 
the  need  to  provide  an  increasingly  attrac- 
tive range  of  services  in  the  real  meaning  of 


universal  banking. 

Among  important  questions  in  this 
area,  are  those  of:  new  legislation  on  state 
owned  banks,  codes  of  practice  for  non- 
bank  intermediaries,  and  niles  outlining  le- 
gal and  institutional  structures  for  "multi- 
functional" groups. 

In  the  Italian  definition,  a  inultifunc- 

82  1-53 


tional  group  is  similar  to  a  universal  bank  as 
it  performs  a  wide  spectrum  of  financial 
services,  yet  this  structure  allows  the  activ- 
ity and  results  of  each  operating  unit  to  be 
broken  out  clearly  Furthennore,  under  the 
multifunctional  principle, should  one  com- 
pany run  into  difficulties,  the  group  as  a 
whole  might  not  be  necessarily  involved. 
Perfect  coordination  between  vanous  com- 
panies can  be  obtained  only  under  the  direc- 
tion of  a  single  strategic  center  Technically, 
this  could  be  achieved  through  a  "holding" 
company,  as  in  universal  banks  in  some  EEC 
countries. 

As  the  Italian  banking  system  is  preva- 
lently state-owned,  the  multifunctional 
group  model  could  acquire  a  fair  definition 
only  once  a  flexible  legal  status  is  granted 
such  as  that  enjoyed  by  joint  stock  compa- 
nies. This  change  is  due  along  with  reform 
of  state  -held  banks. 

These  prospects  are  not  meant  to 
change  cotrol  and  administrative  stmctures 
in  credit  institutions,  which  like  savings 
banks,  should  remain  state-owned.  They 
aren't  intended  to  dismantle  the  present 
system,  but  simply  to  call  for  suitable  stmc- 


tures readily  able  to  cope  with  changing 
market  requirements.  In  both  state-owned 
and  private  banks,  flexibility  of  operation 
and  optimum  use  of  resources  often  get  out 
of  hand,  when  rules  and  regulations  hinder 
or  make  useless,  even  well-meant  objec- 
tives. 

New  opportunities  in  the  marketplace 


coupled  with  increased  competition  be- 
tween financial  operators,  require  prompt 
elimination  of  competitive  anomalies  to  al- 
low healthy  efficient  credit  organizations  to 
face  the  European  market  challenges. 

hi  the  Italian  credit  system  there  are 
many  healthy  banks  able  to  operate  effi- 
ciently and  competitively.  These  are  mostly 
organized  into  groups,  offering  a  wide  range 
of  financial  services  to  private  and  corpo- 
rate customers.  They  are  present  in  the 
world's  main  financial  centers  and  have  ties 
with  the  most  dynamic  clients. 

Cariplo  already  has  a  multifunctional 
group  structure,  mainly  oriented  towards 
market  segments  such  as  private  clients, 
small  and  medium  enterprises,  and  local 
public  bodies,  with  whom  there  are  strong 
and  consolidated  liaisons. 

We  operate  in  short-tenn  lending  and 
through  our  special  sections  we  supply 
credit  to  public  works  and  agricultural  sec- 
tors. We  do  medium-term  industrial  financ- 
ing through  Mediocredito  Lombardo;  fac- 
toring through  Mediofactoring;  leasing  via 
Leasindustria;  trading  through  C.G.M.; 
and  stocking/storage  of  general  goods  via 
Magazzini  Generali  Cariplo. 

In  addition,  development  of  financial 
markets  has  encouraged  the  group  to  offer 
its  clients  mutual  funds  via  Fondigest,  mer- 
chant banking  through  C.F.I. ,  and  insur- 
ance brokerage  via  Paros.  Cariplo  has  a  vast 
number  of  branches  in  Italy  Besides  its 
traditional  teiritory  of  Lombardy  and  East- 
em  Piedmont,  it  is  well  represented  in  Ita- 
ly's main  cities.  Abroad,  Cariplo  also  has 
developed  an  important  network  and  once 
plans  to  open  the  Frankfurt  branch  and  the 
Moscow  and  Munich  representative  offices 
are  complete,  Cariplo  will  be  in  13  coun- 
tnes,  with  5  operative  branches. 

Canplo  holds  top  credit  ratings  inter- 
nationally These  liigh  marks  are  given  for 
its  short-,  medium-,  and  long-term  issues 
amd  are  the  result  of  a  positive  evaluation  of 
Cariplo's  overall  structure  and  operational 
profile. 

In  view  of  European  financial  integra- 
tion, the  strategic  plan  is  to  strengthen  the 
Group  internationally  as  in  the  case  of  our 
purchase  of  a  small  French  bank,  Compag- 
nie  Internationale  de  Banque.  Also,  an  alli- 
ance with  Banco  de  Santander,  an  impor- 
tant Spanish  banking  group,  was  forged 
through  a  share  swap  between  two  subsidi- 
ary banks,  I.B.I,  and  Bancajover. 

We  are  taking  initiatives  Vv'ithin  the 
EEC  to  expand  into  the  non-credit  products 
area.  For  example,  an  agreement  was 
signed  to  set  up  Eufigest,  which  will  man- 
age Sicavs  (the  French  funds  investment 
companies  with  variable  capita!)  along  with 
Cencep,  the  association  of  French  savings 
banks.  Soon,  we  expect  to  finalize  initiatives 
in  merchant  banking  and  insurance  in  collab- 
oration with  important  internationally- 
known  specialized  institutions. 


/I  classic  Italian  rclii'f  of  chcruhs,  gracinfi  the  Itcritini  School  property  of 
ICCRI,  the  Cvntr€il  Bank  for  the  Italian  Savings  ami  Pletlge  Itunks. 


A  PERFECT  SYSTEM 
WITHSTANDS  THE  TEST  OF  TIME. 


Leonardo  da  Vinci  (1452  -  1519)  Lift  Mechanism.  Codice  Atlantico. 


ICCRI  IS  THE  LONG-STANDING  GUARANTEE 
)F  GOOD  FINANCL\L  RELATIONS  BETWEEN  YOU  AND  ITALY. 


2CR\  FINANCIAL  HIGHLIGHTS  1988: 


Billion  lire 

OTAL  ASSETS 

14,336 

OTAL  DEPOSITS 

11,160 

ECURITIES 

4,960 

OANS 

3,217 

;APITAL&  RESERVES 

721 

lET  PROFIT 

90 

ICCRI  is  the  central  bank  of  the  Italian  Savings  and 
Pledge  Banks  with  84  headquarters  and  over  4000 
branches  with  the-  best  territorial  coverage  of  the 
Country. 


THE  CENTRAL  CREDIT  INSTITUTION 
OF  THE  ITALIAN  SAVINGS  AND  PLEDGE  BANKS 

00187  ROME  (ITALY)  ■  VIA  SAN  BASILIO,  15  -  PHONE:  (06)  47151  -  FAX  (06)  47153579 
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Cariplo  intends  to  offer  its  clients  a  full 
range  of  services,  and  to  provide  products 
wth  quality  that  is  among  the  best  in  Eu- 
rope. 

In  this  way.  Cariplo  can  become  a  refer- 
ence point  for  other  savings  banks.  In  fact, 
through  cooperation  agreements,  the 
smaller  savings  banks,  which  have  impor- 
tant links  with  the  local  economy,  will  be 
able  to  offer  their  clients  products  of  a  "Eu- 
ropean standard." 

In  this  context  it's  easy  to  visualize  the 
development  opportunities  which  could  be 
enjoyed  by  the  savings  bank  system.  These 
banks,  with  their  4,000  branches  around 
Italy  and  their  privileged  rapport  wnth  many 
productive  sectors,  local  bodies,  associa- 
tions, and  pri\-ate  clients,  have  a  huge  po- 
tential in  turning  theu"  branches  into  a  coor- 
dinated distribution  network  for  integrated 
products  and  services  created  by  an  "ad 
hoc"  higlily  specialized  stnicture  with  solid 


LoHffon  Krunch  of  San  I'aolo  di 
Toriiio  Bank. 

inteniauuiial  links  and  alliances. 

This  strategic  model,  though  difficult 
to  implement,  is  one  of  the  few,  if  not  the 
only  one,  that  could  provide  within  an  effi- 
cient finan,  il  system,  true  institutional  plu- 
ralism in  banking,  while  ensuring  care  for 
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the  needs  of  those  customers  lacking  nego- 
tiating power 

My  aim  was  to  briefly  describe  a  finan- 
cial system  which,  not  w^thsta^ding  some 
delays  and  areas  of  weakness,  is  in  rapid 
evolution  and  has  the  resources  as  well  as 
the  ability  to  take  adrantage  of  opportuni- 
ties brought  about  by  the  European  chal- 
lenge. 

Italv  often  has  shown  that  it  can  over- 


Q,   What  arc  ICCRI's  priorities  in  tkt 
,  realm  of  centrally  supplied  productim. 
of  services? 

A;  Our  development  program  has  three  pri 
orities: 

■  Setting  up  and  managing  an  inte 
grated  pa>Tnents  system  for  local  and  for- 
eign currency  This  means  electronic  trans- 
fers within  the  savings  bank  network  whicl' 
currently  provide  the  best  territorial  cover 


EAST  MEETS  WEST  IMJSIENA 
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lu!»  •iuiiiiiier.  lt;UyV  Monte  tlei  Pawhi  Banking  Grtiiip  inatle  a  (piaiituiii  leap 
Eastward,  in  its  uiternatioiial  ^o\tth  slrateg),  by  jouiing  forces  M-ith  Japan's 
Taiyo  Kobe  Bank. 

An  agreement  was  signed  in  July  at  Rocca  Saliiidieni  in  Siena,  providing  for 
banking  aiitl  fuianoial  cooperation  between  both  companies.  Under  it,  Taiyo  Kobe  will 
buy  o'/f  of  Cre<lito  Commerciales  (m  the  Monte  dei  Paschi  Group)  share  capital,  and 
will  take  a  seat  on  the  Itahaii  bank*s  Board  of  Directors. 

The  accor<l  >*ill  smooth  the  way  for  Monte  dei  Paschi  Group  s  plamied  opening  of 
a  Tokyo  representative  office,  said  Carlo  Zini,  CEO  ainl  Chief  General  Manager.  The 
Japanese  office  will  offer  ineaningfid  and  professional  support  to  ItaUan  businesspeo- 
ple  ilealing  in  the  Ja]tanese  market,  he  added. 

This  agreement  pro^^des  for  a  strong  aUiance,  in  ^-iew  of  the  great  prospects  of  a 
major  market  such  as  the  Japanese.  Monte  dei  Paschi  Group  plans  to  continue 
gradually  opening  new  operations  in  foreign  countries  ami  settuig  up  cooperative 
agreements,  such  as  this  one,  with  primary  foreign  institutions. 


come  major  difficulties  through  original  so- 
lutions. It  would  not  be  suiprising  if,  under 
the  thrust  of  events,  the  changes  set  in 
motion  will  be  carried  out  swiftly,  in  a  timely 
and  innovative  way 


A>  l\TER\  lEW  WITH 
F AOEO  Ci\ES 

GENERAL  MANAGER  OF 
ICCRI.  the  Central  Bank  of  the 
Italia)!  Savings  and  Pledge  Banks 

Q,  Mr  Gnes,  how  do  you  perceive  the 
,  role  of  the  Italian  Savings  Banks  in 
general  and  ICCRI  in  particular  over  the 
near  future? 

A:  Italian  savings  banks  are  facing  a  period 
of  far  reaching  change,  shared  with  the 
whole  banking  system  and  in  part  derived 
from  their  drive  toward  greater  conformity 
of  operating  conditions  with  those  of  com- 
mercial banks.  Basically  in  the  near-future, 
we  should  expect  a  process  of  concentra- 
tion and  work  specialization.  Those  savings 
banks  which  are  not  of  international  size 
would  best  exploit  their  excellent  national 
territorial  coverage  by  specializing  in  distri- 
bution of  services  while  restricting  direct 
production  of  services  to  those  conipatible 
with  their  size. 

On  the  other  hand,  ICCRI  following 
the  general  European  trend,  should  con- 
centrate on  production  of  a  variety  of  ser- 
vices to  be  distributed  by  the  individual  sav- 
ings banks,  operating  with  their  4,000 
branches  as  a  single  banking  network. 
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age  of  Italy 

■  Strengthening  of  our  liquidity  man 
agement  role.  ICCRI  intends  to  optimize 
opportunities  made  available  by  the  mobili 
zation  of  legal  reserves,  both  by  perfecting,., 
current  utilization  techniques,  and  by  per 
forming  cash-flow  matching  functions. 

■  Strengthening  of  ICCRI's  presence 
in  monetary  and  financial  markets.  ICCRI 
intends  to  boost  its  traditional  role  in  the 
interbank  money  market,  foreign  exchange 
dealing,  and  currency  financing.  Furthe 
more,  ICCRI  is  eni'iancing  its  domestic  and 
foreign  securities  intermediation  activity 
in  cooperation  with  Banque  Bruxelles 
Lambert. 

Q,   iVhat  other  roles  might  ICCRI  ex- 
.  pand? 

A:  Over  and  above  strengthening  our  cur- 
rent institutional  role,  we  intend  to  exploit, 
in  the  interest  of  our  participants,  opportu- 
nities offered  by  the  globalization  of  financial  V,. 
markets  by  setting  up  a  multi-functional  '"^^ 
group,  active  in  industrial  finance,  insur- 
ance, and  brokerage.  With  this  in  mind  IC- 
CRI is  now  working  on  two  projects: 

■  An  industrial  credit  bank  which  will 
utilize  ICCRI  back-up  services,  while  coor- 
dinating its  work  programs  with  those  of  the 
regional  medium-term  credit  banks, 

■  and  an  insurance  company,  to  mobi- 
lize our  participants'  thorough  national  ter 
ntorial  coverage  in  the  distribution  of  new 
financial  and  insurance  products  cuiTently 
sought  by  the  Italian  market. 

Q,  Could  vou  elaborate  on  this  last  sub 
.  ject? 


ifTcO 

k 
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A:  Yes.  ICCRI  has  just  finalized  a  coopera- 
tion agreement  wih  the  well  i<nown  interna- 
tional insurance  group  Axa-Midi  Assuran- 
ces.The  joint  venture  envisages  the 
formation  of  two  Italian  companies  special- 
ized in  insurance  products  which  are  to  be 
distributed  by  the  savings  bank  network. 


/ 


KFGIO\  OF  LOmB  \K»V 
IT  All  "S  IX  0!\OMIC 
l>OWEKIIOL$^E 


rhe  Region  of  Lombardy,  on  the  rich, 
green  plain  of  the  Po  river,  and  bor- 
denng  the  Swiss  Alps  to  the  north,  is 
.he  socio-economic  engine  of  Italy.  It 
;akes  the  lead  and  forges  the  path  that  the 
■est  of  the  nation  later  follows. 

Though  it  is  smaller  in  terms  of  teni- 
ory  than  Sicily,  Piedmont  (in  the  north- 
A^est),  or  Sardinia,  it's  thnvmg  population  of 
)  million  places  the  region  third  in  all  of 
Europe,  behind  Lxjndon  and  Pans.  It  is  the 
nost  developed  region  in  all  of  Italy,  produc- 
ng  a  full  one-fifth  of  national  revenues. 

The  region  of  Loinbardy  has  the  high- 
ist  concentration  of  industry  in  Italy  con- 
aining  more  than  one-third  of  all  Italian 
:ompanies.  More  than  50%  of  total  ad- 
/anced  tertiary  services,  such  as  manage- 
nent  consulting,  engineering,  infonnatics, 
ind  telematics,  are  based  here,  and  almost 
ill  are  witlrin  the  City  of  Milan. 

Indeed,  the  very  name  of  the  region  is 
jquated  with  economic  and  financial  activity 
hroughout  Europe.  For  instance,  the  Ger- 
nan  Central  Bank  lends  money  to  national 
)anks  and  charges  a  Lombard  rate. 

Further,  Lombard  Street  is  located  in 
;he  financial  heart  of  London.  Europeans 
ook  the  name  Lombard  from  the  shrewd 
nerchants  of  the  region  of  Lombardy  who 
vere  central  in  the  transfonnation  of  Eu- 
"ope's  economy  back  in  the  eleventh  and 
welfth  centuries. 

In  fact,  during  that  period  Holland, 
;x)ndon,  and  other  active  trading  centers 
iround  Europe  were  host  to  the  Lombar- 
lian  bankers  and  merchants  who  contin- 
jally  travelled  around  Europe  doing  busi- 
less.  These  forefathers  of  the  modern 
^mbards  (and  Milanese)  served  to  con- 
lect  the  interests  of  the  Mediterranean 
vorld  with  that  of  central  Europe. 

But,  even  though  the  region  is  rich  in 
■esources,  there  are  problems  too,  ex- 
olains  Giuseppe  Giovenzana,  President  of 
;he  Regional  Council.  "We  are  today  Italy's 
strongest  region,  but  there  are  problems 
'egarding  public  services  which  we  must 
ackle,  that  could  act  as  a  brake  to  further 
iconomic  growth."  For  instance,  the  rail- 
"oad  and  the  postal  services  of  the  region 
jre  inferior  to  those  around  the  rest  of 
iurope." 

There  are  also  problems  of  a  social 
character,  "for  example,  we  must  solve  the 

852 


.'VbM^c:  Oil  rffiiiiiig  at  !\iuofo  H'ignone's  inanul'uvturiutf  I'tivilitU's.  IIcIom: 
Production  of  aiitomohile  tires  at  the  new,  highly  autonuitetl  I'irelli  favtorg 
in  Bollate  (Milan 


problem  of  pollution  throughout  our  re- 
gion," he  points  out. 

In  fact,  one  of  President  Giovenzana 's 
most  pressing  objectives  before  new  elec- 
tions take  place  next  April  25,  is  passage  of 
the  5  tnllion  lira  plan  to  clean  up  the  Lambro 
River  Basin.  "The  project  will  involve  de- 
pollution  of  the  entire  area  of  the  river  and 
its  water,  and  it  will  provide  for  waste  treat- 
ment and  a  bit  of  financing  for  regional  parks 
that  border  the  river,"  says  President 
Giovenzana. 

Currently  a  coalition  of  private  compa- 
nies from  the  region  and  state  agencies  is 
being  formed  to  fund  and  work  on  the  all 
important  project,  he  adds. 

Recently  in  fact,  Ugo  Finetti,  the  re- 
gion's Vice  President  and  alderman  for  plan- 
ning and  the  budget,  attended  a  meeting  of 
regional  leaders  in  Barcelona,  Spain  to  dis- 
cuss common  policy  goals— one  of  which  is 
ecological  planning. 

"We  discussed  initiatives  for  cleaning 
up  the  environment  and  the  problems  that 
go  along  with  it  for  us  as  regions,"  explains 
Vice  President  Finetti.  "We  talked  about  the 
difficulty  of  rapport  with  central  govern- 
ments, and  the  tjudget  problems  that  seem 
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D      M  Q  U 


to  always  exist." 

One  of  the  environmental  solutions 
posed  at  the  meeting  was  an  international 
loan  to  be  provided  by  the  three  regional 
giants,  Lombardy,  Lyon  in  France,  and  Ca- 
talonia in  Spain.  "We  also  underlined  the 
need  for  inter-regional  cooperation  on  an 
international  level,  especially  in  areas  such 
as  ecological  planning  and  recovery,"  says 
Vice  President  Finetti. 


'  \1S  I\TER\  lEW  WITH 
ITIAKIO  FLOKIS 

PRESIDENT  OF  THE 
REGIONAL  COUNCIL  OF 
SARDINIA 

Sardinia,  the  largest  island  in  the  Medi- 
teiranean  after  Sicily,  has  long  been 
noted  for  its  wild  beauty  Although  its 
exceptional  Costa  Smeralda  or  Emerald 
Coast,  has  for  many  years  been  known  as  an 
artistocrats'  summer  playground,  the 
whole  island  is  rapidly  becoming  one  of  the 
most  chic  vacation  spots  for  young  Italians 
and  Europeans.  Its  economy,  traditionally 
based  on  agriculture  and  sheep  herding,  is 
struggling  to  cope  with  this  new  flood  of 
tourism. 

Sardinia  is  one  of  Italy's  autonomous 
regions  and  enjoys  special  status  and  admin- 
istrative freedoms.  Mario  Floris  was 
elected  President  of  the  Regional  Council 
this  past  summer. 

Q,  Mr.  Floris.  what  would  you  describe 
•  as  Sardinia's  most  pressing  concern 
at  the  moment? 

A:  I  would  have  to  say  the  problem  of  tour- 
ism. Its  a  problem  in  the  sense  that  we  have 
this  beautiful  landscape,  a  marvelous  cli- 
mate, a  rich  history  monuments,  the  sun, 
and  the  sea.  While  all  of  these  things,  which 
are  our  heritage,  certainly  deserve  to  be 
seen,  we  need  town  planning  laws  that  will 
allow  protection  of  our  environment. 

Q.  How  many  tourists  come  to  Sardinia 
•  everyyear? 
A:  This  year,  4  to  4.5  million  tourists  visited 
here.  We  are  an  island  of  about  1.6  million 
inhabitants,  so  as  you  can  see  we  need  to 
create  a  civil  infrastructure  with  a  series  of 
services  to  make  it  possible  for  our  region 
to  be  visited  by  the  largest  number  of  tour- 
ists while  allowing  us  to  safeguard  our  eco- 
logical environment. 

We  are  tr^^ing  to  take  measures  for  the 
creation  of  tourist  itineraries  which  allow  all 
to  see  our  beautiful  island,  without  leaving  it 
damaged  or  ruined. 


Q,  Over  the  recent  past,  has  direct  dam- 
•  age  come  from  construction  of  tourist 
facilities? 

A:  We  have  one  of  the  strongest  laws  in  the 
world  regarding  our  coastline.  It  excludes 
construction  of  hotels  within  125  meters  of 


Hario  Floris.  Sardinia's  newly 
elected  President  of  the  Regional 
Council. 

the  sea,  and  has  been  in  force  for  the  past  10 
or  15  years. 

Further,  there  are  codes  which  re- 
quire prior  regional  approval  for  the  design 
of  buildings,  so  that  they  fit  in  with  the 
general  environment. 

But,  there  are  many  groups  of  busi- 
nessmen who  would  like  to  come  here  and 
invest.  We  are  by  no  means  closed  to  the 
idea  of  new  building,  the  important  thing  is 
that  all  initiatives  be  in  agreement  with  our 
regional  environment.  We  seek  to  open  a 
dialogue  with  these  groups  and  hear  their 
ideas. 

However,  there  is  to  be  no  speculation. 
We  want  to  avoid  at  all  costs,  people  coming 
here,  investing,  doing  construction  as  they 
wish  and  profiting  ft'om  the  damage  to  our 
island's  environment. 

Q,  What  about  industrial  investment 
.  atid  development  for  Sardinia? 
A:  The  choice  of  industry,  in  a  certain 
sense,  was  an  obligatory  one  for  Sardinia. 
Ours  is  still  a  pastoral  reality  But,  we  have 
the  need  to  keep  pace  with  the  world  and 
thus,  industry  came,  which  ruined  some  of 
the  most  beautiful  parts  of  the  island. 

Nevertheless,  it  was  a  necessity  To- 
day, while  we  don't  wish  to  dismantle  the 
industry  which  exists,  we  don't  want  to  cre- 
ate further  big  industries  here  either 

Our  aim  is  to  conserve  what  we  al- 
ready have  and  to  give  stimulus  to  small, 
local  industry  and  to  small  and  medium- 
sized  crafts  enterprises.  This,  we  hope,  will 
help  to  keep  our  Sardinian  products  here, 
instead  of  what  has  traditionally  taken 


place.  That  is,  we  send  Sardinian  raw  mate- 
rials elsewhere  to  be  reworked  into  prod- 
ucts, and  then  they  are  returned  here  for 
sale. 

Q,  What  types  of  raw  materials  or  prod- 
«  nets  are  you  referring  to? 
A:  Here  in  Sardinia  we  produce  aluminum, 
zinc,  and  we  have  silver  mines.  We  are  rich 
with  fruit  orchards  and  horticulture.  We 
.  produce  exquisite  agricultural  produce  such 
as  artichokes,  and  tomatoes. 

We  would  like  to  see  these  agricultural 
goods,  for  instance,  canned  or  preserved  in 
companies  here  instead  of  shipping  them  to  B 
the  Continent. 

A  further  example  is  that  we  are  pro- 
ducers of  coral,  from  our  seashores.  In- 
stead of  seeing  this  shipped  elsewhere  to 
be  made  into  jewelery,  for  resale  here,  why 
not  work  it  here  ourselves. 

Q,  Part  of  your  stated  executive  mandate 
•  was  to  divert  resources  into  productive 
investments.  What  did  you  mean  by  this  and 
could  you  offer  examples? 
A:  We  have  our  own  financial  resources 
from  this  region,  plus  those  from  the  state 
Government  and  those  from  the  EEC. 
These  resources  end  up  being  spent  only 
because  others  from  outside  make  a  pro- 
gram and  establish  how  to,  when  to,  and 
where  these  funds  will  be  spent. 

We  maintain  that  we  must  have  our 
own  freedom  of  choice.  We  understand  ' 
what  sectors  need  the  investment,  and 
could  divert  funds  toward  creation  of  em-  I 
ployment  and  for  the  restoration  of  produc-  \ 
tivity  After  all,  we  have  one  of  the  highest 
unemployment  rates  in  the  world.  Roughly 
21%  of  our  available  workforce  is  unem- 
ployed. 

Q,  Wliat  are  your  other  principal  goals 
•  as  President  of  the  Region? 
A:  One  important  objective  is  that  of  re- 
viewing the  Sardinian  constitution  and  our 
special  statutes.  Over  the  distance  of  many 
years,  things  have  changed,  and  we  are  ask- 
ing the  state  Government  to  give  us  new 
responsibility  On  v^arious  fundamental  is- 
sues, the  Sardinian  people  are  calling  for 
more  self-administration  and  self-govern- 
ment, in  order  to  choose  for  themselves 
where  development  will  take  place. 

Along  with  this,  we  will  review  the 
problem  of  military  services  based  here  in 
Sardinia.  We  have  extensive  NATO  bases 
here,  and  in  proportion  to  other  regions  we 
are  more  burdened  than  most.  Some  of 
these  bases  are  no  longer  of  any  service. 

We  aren't  contesting  the  principle  of 
peace  and  military  equilibrium,  which  must 
exist,  but  it  seems  that  some  of  this  terri- 
tory could  be  returned  to  the  local  com- 
munities without  changing  any  of  these  ele- 
ments. This  is  something  for  which  we  are 
making  an  all-out  effort. 

Rose  Darby  is  a  business  and  economic 
writer,  who  is  based  in  Milan. 
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beauty 
entertainment 

folklore 
and  joy  of  living 


From  the  Castles  of  Apulia  to  those  in  the  Aosta  Valley, 
from  the  Dolomites  of  South  Tyrol,  Trentino  and  Veneto 
to  the  Islands  in  the  South;  from  Genoa,  the  town  of 
Columbus,  to  Syracuse,  the  town  of  Archimedes. . .  Italy  is 
beauty,  entertainment,  folklore,  thriving  industries,  art 
and  bustling  life,  easy  going  atmosphere  and  food  that 
gives  you  a  taste  of  paradise,  all  in  all— just  joy  of  living. 


ENTE 

NAZIONALE 

ITALIANO 

PER  IL  TURISMO 


Via  Marghera  2,  00185  Roma-Tel.:  49711-Tx.:  621314-Fax:  06-493379 
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1 


Cut  your  roof 
maintenance^ 
with  tliis 
simple  tool. 


You'll  find  practical  solutions 
to  your  leaky  roof  problems  in 
a  FREE  special  issue  of  Building 
Profit  magazine,  "A  Roof  For  All 
Reasons."  It  includes  facts  on  the 
MR-24"  standing  seam  roof  system' 
by  Butler— the  roofing  system  most 
specified  by  architects  and 
contractors. 

For  more  information,  call 
1-800-232-3794  or  mail  this  certifi- 
cate today  for  your  FREE  copy. 


Mail  Cerlilicale  To 
Buller  Response  Cenler 
PO  Box  410619 
Kansas  City.  MO  64179 


I  HAVE  APPROXIMATELY 
SQUARE  FEET  OF  ROOF  AREA 
The  MR-24  rool  is  not  recommended  lor  residential 
applications 

NAME  


COMPANY. 
ADDRESS. 
CITY  


.STATE. 


.ZIP. 


PHONE. 


L 


^^BUTLER^    '■Building  The  Best" 


.J 


nCHT 
HEART 
DISEASE. 
KIDNEY 
DISEASE 

AND 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heait  (iisease,  kidney  disease 
and  blindne;'s.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some , 
of  the  worst  diseases  of 
our  time. 
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AUTOS I 


DOES  DETROIT  HAVE  THE 
OOMPH  FOR  THE  HILLS  AHEAD?!^ 


New  clean-air  and  fuel-economy  laws  will  make  the  '90s  tougher 


lederal  lawmakers  are  giv- 
ing General  Motors  Corp. 
Chairman  Roger  B.  Smith 
heartburn.  On  Oct.  2,  a  House 
subcommittee  approved  more 
restrictive  Clean  Air  Act  rules 
that  could  become  law  by  year- 
end.  Two  weeks  later,  with 
Smith  present,  Transportation 
Secretary  Samuel  K.  Skinner 
told  the  Economic  Club  of  De- 
troit that  he  is  reviewing  pro- 
posals to  toughen  U.  S.  auto 
fuel-economy  standards  early 
next  year.  Says  Smith:  "I'd 
think  they'd  give  us  time  to 
digest  one  before  they  hit  us 
with  another." 

That  isn't  likely.  As  worries 
escalate  over  the  greenhouse 
effect  and  urban  smog,  law- 
makers are  coming  under  in- 
creasing pressure  from  envi- 
ronmentalists and  from  other 
industries  to  pass  stricter  auto- 
pollution  and  fuel-economy 
standards.  U.  S.  carmakers  say 
that  they  can  meet  the  first  of 
two  phases  of  proposed  cleaner 
air-quality  standards — and  im- 
prove fuel  economy  modestly 
as  well.  The  problem  is  doing 
both  at  once. 

FALTERING  MACHINE.  The  task 
will  tie  up  carmakers'  re- 
sources and  cause  a  major  re- 
shuffling of  product  plans.  Al- 
ready, some  new  car  and  truck 
schedules  are  on  hold  until  the 
new  rules  are  clear.  Worse,  the 
changes  may  come  just  as  the 
Japanese  are  opening  more 
American  plants  and  boosting 
their  U.  S.  car  market  share — 
up  two  points  this  year,  to 
24.0'.'.  Since  the  Japanese  react  to 
change  faster  than  Detroit,  the  proposed 
new  rules  are  even  more  worrisome. 

The  surprise  is  that  Detroit's  potent 
lobbying  machine  is  losing  its  punch.  Af- 
ter years  of  blocking  tougher  clean-air 
legislation.  Representative  John  D.  Din- 
gell  (D-Mich.),  an  auto  industry  champi- 
on, had  to  face  political  reality  in  Octo- 
ber and  agree  to  compromise  with  his 


CLEANER-RUNNING  CARS: 
WHAT  THEY  WILL  COST 


Proposed  cor  changes 

Cost  per  car 

EPA 
estimate 

Auto  company 
estimate 

RED£SIGNED  EMISSION  SYSTEM 

$200 

$350 

GAS-FUME-RECOVERY  SYSTEM 

40 

120 

EMISSION-WARNING  SYSTEM 

45 

245 

TOTAL 

$285 

$715 

DATA;  ENVIRONMENTAL  PROTEaiON  AGENCY.  CALIFORNIA  AIR  RESOURCES 
BOARD,  GENERAL  MOTORS  CORP.,  CHRYSLER  CORP. 


archrival,  Representative  Henry  A.  Wa 
man  (D-Calif.).  Dingell  went  along  wi 
a  provision  calling  for  use  of  on-boa 
canisters  to  capture  and  recycle  fum 
that  escape  from  gas  tanks  during  ref 
eling.  He  was  outvoted  on  tighter  sta 
dards  governing  smog-causing  emissio: 
from  tailpipes,  and  he  failed  to  derail 
plan  that  would  require  U.  S.  auto  ma 
ers  to  install  computers  that  alert  dr: 
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INDUST 


Why  does  he  work  for  a  steelmaker 
f  he*s  breaking  new  ground 
n  electronics? 

When  Takashi  Sato  tells  people  about  his  job,  they  often  ask  him  why  one  of 
Japan's  largest  steelmakers  is  working  in  electronics.  Then  the  promising 
electrical  engineer  reminds  them  that  NKK  Corporation  is  bringing  decades  of 
experience  to  new  fields. 

In  electronics,  we're  already  a  supplier  of  integrated  computer  technologies. 
From  materials  to  hardware  and  software.  With  applications  in  product  design, 
development  and  engineering. 

Which  isn't  so  surprising  when  you  come  to  think  of  it. 

Over  the  last  three-quarters  of  a  century,  we've  made  our  name  in 
shipbuilding  and  engineering.  Recently,  our  laboratories  are  focusing  on 
biotechnology  and  advanced  materials  as  well  as  electronics.  We're  also  pursuing 
a  number  of  urban  development  projects. 

All  in  all,  that  probably  doesn't  sound  like  the  steelmakers  you're  used  to. 
But  NKK  is  not  your  typical  company  these  days. 

Because  of  innovative  ideas,  new  technologies  and  people  like  Takashi  Sato. 

NKK 

NKK  CORPORATION 

Headquarters:  Tokyo 

U.S.  Subsidiary:  NKK  America  Inc.,  New  York,  Houston,  Los  Angeles 
U.S.  Affiliates:  National  Steel  Corp.,  International  Light  Metals  Corp. 

Principal  Overseas  Offices:  Vancouver,  Rio  de  Janeiro,  London,  Diisseldorf,  Rotterdam,  Beijing,  Hong  Kong, 
Bangkok,  Singapore,  Jakarta,  Al-Khobar 
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Life  is  your  most 
valuable  possession. 


PASS  !T  ON. 

Of  all  tlic  riches  you  could 
leave  to  your  family,  the 
most  precious  is  the  gift  of 
life.  Your  bequest  to  the 
American  Heart  Association 
assures  that  priceless  legacy 
b}  supporting  research  into 
heart  disease  prevention. 

To  learn  more  about  the 
Planned  Giving  Program, 
call  us  today.  It  s  the  first 
step  in  making  a  memor\ 
that  lasts  beyond  a  lifetime. 


0 


American  Heart 
Association 


This  space  provided  as  a  public  service. 
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ers  when  pollution-control  systems  fail. 

Government  agencies  estimate  that 
these  changes,  to  be  made  by  1994  if  the 
full  House  and  Senate  agree,  will  add 
about  $285  to  the  price  of  the  average 
car.  Auto  makers'  'early  estimates  add 
up  to  about  $715  (table).  Extending  the 
federally  mandated  warranty  for  pollu- 
tion-control systems  from  50,000  miles  to 
100,000  miles  could  add  a  bundle  more, 
though  how  much  isn't  clear.  Poor  en- 
gine maintenance — something  carmak- 
ers can't  prevent — can  burn  out  catal^lic 
converters  well  before  100,000  miles, 
says  Donald  R.  Buist,  director  of  emis- 
sions and  fuel  economy  at  Ford  Motor 
Co.  Ford  had  to  recall  1  million  vehicles 
last  year  for  emissions-related  problems, 
though  only  about  half  their  owners  had 
them  inspected.  Ford  won't  say  how 
much  it  spent  on  the  recalls,  but  GM  says 
the  tab  can  run  from  $20  just  for  the 
paperwork  on  each  vehicle  to  $;300  if  a 
new  catalytic  converter  is  installed. 


As  air  and  fuel  rules  become 
stricter,  Japan's  knack  for 
speedy  change  may  help  it 
boost  its  U.S.  market  share 


As  worried  as  they  are  about  such 
costs,  auto  makers  are  even  more  upset 
about  meeting  longer-term  clean-air  reg- 
ulations, especially  a  clause  in  the  House 
subcommittee  bill  that  calls  for  halving 
emissions  again,  starting  in  2003,  if  the 
Environmental  Protection  Agency  con- 
curs. This  would  mean  sanitizing  999!  of 
tailpipe  emissions,  up  from  967^  now. 
"We  do  not  see  how  [this]  can  be 
achieved,"  says  John  H.  Schutz,  general 
manager  of  Nissan  Research  &  Develop- 
ment Inc.  in  Los  Angeles.  Even  the  EPA 
seems  lukewarm,  suggesting  that  use  of 
"clean-fuel"  vehicles  in  the  nation's  nine 
most  polluted  cities  would  be  cheaper 
and  more  effective. 

Compounding  Detroit's  planning  prob- 
lem is  the  likelihood  that  Washington 
will  require  improved  fuel  economy,  too. 
One  proposal  would  raise  the  required 
gas  mileage  of  the  average  U.  S.-made 
car  from  27.5  miles  per  gallon  to  45  mpg 
by  the  year  2000.  "That  could  be  done, 
auto  makers  say,  only  by  slashing  pro- 
duction of  large  family  sedans,  their 
most  profitable  vehicles. 

Auto  makers  are  getting  ready  for  big 
changes.  Chrysler  Corp.  is  shuffling  pro- 
duction schedules  for  future  models  to 
boost  its  fleet's  economy  to  29.5  mpg  by 
199.5,  up  from  27.7  now,  says  Ronald  R. 
Boltz,  vice-president  for  advanced  prod- 


nthe 


jvel 


uct  and  operations  planning.  It  has  a! 
ready  scaled  back  work  on  a  new  V-l 
engine  to  concentrate  on  a  powerfu 
four-cylinder  motor.  A  year  ago,  tb 
company  thought  it  would  be  sellinj 
400,000  V-8-engine  cars  a  year  by  th 
mid-1990s,  says  Boltz.  Now,  it  expects  b 
be  selling  50,000  to  100,000. 

GM  planners  are  considering  simila 
changes.  And  Ford  has  asked  supplier 
to  speed  up  parts  production  so  it  cai 
replace  an  aging  cast-iron,  5-liter  V 
with  a  new  4.6-liter  aluminum  engine 
perhaps  in  its  1992  models,  a  year  earlie 
than  it  planned  as  of  last  spring.  Evei  /\nC 
the  Japanese,  who  traditionally  produo 
fuel-efficient  cars,  are  getting  ready 
Nissan  expects  to  pay  a  $500-per-car  fe 
on  its  luxury  model,  the  Infiniti  Q45 
because  it  does  not  meet  U.  S.  minimun 
fuel-economy  requirements.  It  is  rede 
signing  its  43-mpg  Micra  minicar,  nov 
available  in  Canada,  to  help  it  mee|e.iilb 
stricter  American  mileage  standard; 
even  though  it  has  no  present  plan  t* 
sell  the  car  in  the  U.  S.,  says  Schutz. 
FASTER  TURNAROUND.  U.  S.  carmaker 
are  watching  those  moves  with  trepida 
tion.  Japanese  capacity  in  the  U.  S.  ii 
approaching  2  million  vehicles  a  year- 
four  times  what  it  was  three  years  ago 
Plus,  the  Japanese  turn  out  new  model 
everv'  four  years — and  they  do  it  in  threJ 
on  urgent  car-development  plans.  U.  S 
carmakers  normally  replace  models  onl; 
every  six  years,  and  their  fastest  effor 
is  four  years.  One  example:  Mazda  Mo 
tor  Corp.'s  sporty  Miata,  which  made  \ti 
debut  last  summer,  already  has  a  1 
month  order  backlog.  Ford's  competing  n , 
Capri,  unveiled  in  prototype  in  early  198^   " ' 
as  a  1989  model,  hit  a  few  snags.  I  ^^'^ 
won't  reach  U.  S.  showrooms  until  1990  ^plic 

The  upshot  is  that  tougher  pollutioi 
and  fuel  rules  could  help  sell  more  Japa 
nese  cars,  increasing  their  share  of  th( 
U.S.  market  to  30%  by  the  mid-1990s 
says  Christopher  W.  Cedergren,  an  ana 
lyst  with  J.  D.  Power  &  Associates  Inc 
in  Agoura  Hills,  Calif.  GM  will  be  hardes 
hit,  he  thinks,  dropping  to  a  30%  marke 
share  by  1995  from  42.5%  in  1985.  Ba- 
the most  vulnerable  U.  S.  company,  be 
cause  of  its  smaller  resources,  may  b< 
Chrv'sler.  It  recently  announced  a  $1  bil 
lion  cost-cutting  campaign,  in  part  t<  jfjj] 
preserve  crucial  R&D  projects. 

"We're  quite  willing  to  invent  new  ca 
pability"  for  meeting  stricter  standards 
says  Chrysler's  Vice-Chairman  Gerak 
Greenwald.  But  with  tougher  federa 
regulations  arriving  just  as  the  Japanese 
pour  on  the  competition,  the  1990s  wil 
be  "one  of  the  toughest  competitive  peri 
ods  in  recent  history."  Agrees  Ceder 
gren:  "It's  going  to  be  hell." 
By  Damd  Woodruff,  ivith  Wendy  Zellner,  it 
Detroit  and  Vicky  Cahan  in  Washington 
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BTU-TIFUL 
PULSE 
COMBUSTION 

Another  way  advanced  gas  technology  is  meeting  the  demands 
for  energy  efficiency  and  a  cleaner  environment. 


n  the  pulse  combustion  process,  gas  is  burned  in  tiny  bursts  of 
■nergy  instead  of  a  flame.  These  rapid  pulses  -  60  to  70  per  second 
extract  almost  all  of  the  heat  energy  from  the  fuel.  The  process 
esults  in  energy  savings  of  20%  to  35%  and  extraordinarily  low 
evels  of  nitrogen  oxide  (NO  J  emissions. 


1 A  mixture  ol  gas  and 
.  air  enters  the  closed 
chamber  and  is  spark- 
ignited. 


2 Combustion  causes 
•  a  positive  pressure 
buildup  that  closes  the  air 
and  gas  inlets  Products 
ot  combustion  are  forced 
down  tailpipe,  relieving 
pressure 


3 As  the  combustion 
•  chamber  empties,  its 
pressure  becomes  negative 
drawing  in  air  and  gas  lor 
the  next  ignition 


4 Part  of  the  pressure 
.  pulse  reflects  back  into 
the  combustion  chamber, 
igniting  the  new  gas/air 
mixture  in  a  continuous, 
self-sustaining  cycle 


This  important  technology  is  proving  to  be  very  versatile,  finding 
a  growing  number  of  residential,  commercial  and  industrial 
applications.  Two  examples  follow. 


Iilnnovative  pulse/sonic  dryer  improves 
processing  of  temperature-sensitive  food 
and  chemicals.  Bepex  Corporation  of 
Minneapolis,  a  leader  in  drying  processes 
and  equipment,  is  testing  pulse  combustion 
in  a  drying  concept  developed  for  the  Gas 
Research  Institute  -  GRI  -  by  the  American 
Gas  Association  Laboratories.  In  the  pilot 
plant  system,  pulse  combustion  gases  at 
near-sonic  velocities  are  used  to  evaporate 
and  atomize  feed  materials.  The  payoff: 
equal  or  improved  product  quality  at  lower 
operating  and  capital  costs.  The  pulse 
dryer  is  also  proving  to  be  more  reliable 
and  easier  to  maintain  than  traditional 
equipment. 


New  pulse  boilers  produce  steam  faster 
and  more  efficiently -eliminate  chimney. 

A  new  line  of  pulse  boilers,  also  developed 
in  GRI  research,  offers  similar  benefits  plus 
large  savings  for  process  steam  users. 
Fulton  Thermatec  Corporation  of  Pulaski. 
New  York,  is  now  offering  the  compact, 
high-efficiency  boilers  in  three  initial 
models  -  300,000,  500,000  and  750,000 
Btu/hr.  Side-wall  venting  eliminates  the 
need  for  chimneys  and  fans,  and  the  exhaust 
even  meets  California's  tough  NO^  emission 
standards. 


For  more 

information,  write 
to  Mr.  John  J.  Cuttica.  Vice 
President,  End  Use  Research  and  Develop- 
ment. Gas  Research  Institute,  Dept.  PCBW, 
8600  Bryn  Mawr  Avenue,  Chicago,  IL  60631. 
Or  call  your  local  gas  company  and  ask  for 
an  industrial  marketing  representative. 


Gas.  America's  best  energy  value. 

©  1989  American  Gas  Association 
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Organizer: 


Because  half  the  secret 
of  doing  business 
is  being  in  the  right  place 
at  the  right  time. 


CHINM  EXTERNML  TR/1DC 
DEkTLOP/MEtST  COUNCIL 


Sponsor: 


MIPEI  kVORLD 
TMDl  CENTER 


Venue:  TOTC  EXHIBITION  HALL 

5  Hsinyl  Road,  Section  5,  Taipei  10509,  Taiwan,  Republic  of  China 
Tel:  (02)725-1111  •  Fax:  886-2-725-1314  •  Telex:  28094  TPEWTC 
Branch  Offices: 

•  New  York-CETRA,  Inc. 

Tel:  (212)532-7055  •  Fax:  (212)213-4189 

•  San  Francisco-Far  East  Trade  Service,  Inc. 
Tel:  (415)788-4304  •  Fax:  (415)788-0468 

•  Chicago-Far  East  Trade  Service,  Inc. 
Tel:  (312)321-9338  •  Fax:  (312)321-1635 
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ERRY  MASON 
HEY'RE  NOT 


t  'legal  technicians'  are  cutting  into  the  Establishment's  market 


toss  Meyers  isn't  a  lawyer,  but  he 
sells  legal  services  anyway.  He 
specializes  in  helping  people  get 
itched.  All  it  takes  is  a  half-hour  visit 
ine  of  his  family's  three  Divorce  Cen- 
;  of  California,  where  he  helps  clients 
out  forms.  A  simple,  uncontested  di- 
ze  costs  as  little  as  $75,  compared 
1  the  $750  or  so  that  attorneys  de- 
id.  "It  just  boils  down  to  being  a 
•ified  typist,"  says  the  38-year-old 
^'ers,  who  averages  a  divorce  a  day. 
f  friends  call  me  a  home-wrecker." 
[eyers  belongs  to  a  growing  circle  of 
lawyers  who  ure  hanging  out  shin- 
!.  As  attorneys'  fees  surge  beyond 
pocketbooks  of  many  people,  these 
ailed  legal  technicians  offer  cheap 
)  on  routine  matters:  divorces,  bank- 
tcies,  wills,  and  name  changes.  This 
r,  the  number  of  technicians  regis- 
id  with  the  National  Association  for 
gpendent  Paralegals  has  soared  to 
:1,  up  from  from  237  in  1985 — with 
ut  half  in  trendsetting  California, 
egal  technicians — not  to  be  con- 
sd  with  paralegals  who  work  in 
firms — have  been  around  for 
ut  15  years.  Nolo  Press  Inc., 
Berkeley  (Calif.)  publisher  of 
il  self-help  books,  provided  a 
ingboard  for  lay  assistance 
1  its  bestselling  do-it-yourself-  {\ 
)rce  book  in  1971.  But  the  lay  "^-^ 
fessionals  have  been  slow  to 
;h  on,  as  lawyers  have  fought  to 
tect  their  turf. 

ZONE.  Now,  however,  legal  techni- 
is  are  gaining  acceptance.  As  a  re- 
they're  generating  new  tensions  by 
!sting  a  bigger  slice  of  the  market 
n  attorneys  who  like  their  virtual  mo- 
oly.  Ralph  Warner,  Nolo's  founder, 
mates  that  Americans  pay  lawyers  at 
)t  $1.9  billion  annually  for  divorces, 
ikruptcies,  incorporations,  and  wills, 
adds  that  technicians  could  cut  that 
by  up  to  757f.  "One  of  these  days 
re  will  be  an  H&R  Block"  of  legal 
vices,  says  Stephen  Elias,  Nolo's  as- 
iate  publisher.  "You  can't  stuff  a  ge- 
back  in  the  bottle." 
itill,  the  legal  profession  wants  to  try. 
;  "unauthorized  practice  of  law"  is 
red  in  every  state.  The  restrictions 


stem  from  the  1930s,  before  self-help 
books,  standardized  court  forms,  and 
public  education  let  consumers  handle 
simple  legal  matters  on  their  own.  But 
few  states  define  unauthorized  practice. 
That  big  gray  area  leaves  ample  leeway 
for  technicians  to  be  hauled  into  court 
over  such  subjective  issues  as  what,  ex- 
actly, constitutes  legal  advice.  "You're 
exercising  some  judg- 


ticing  law  without  a  license.  She  lost. 
But  ultimately,  her  case  forced  the  state 
supreme  court,  which  oversees  the  activ- 
ities of  lawyers,  to  permit  legal  techni- 
cians to  help  complete  court-approved 
forms.  Florida  remains  one  of  the  na- 
tion's toughest  policers,  however:  In  the 
fiscal  year  ended  June  30,  its  bar 
launched  probes  of  45  technicians. 
■GESTAPO  TACTIC  One  of  them  is  Daniel 
E.  Schramek,  who  runs  a  $45,000-a-year 
business  out  of  his  St.  Petersburg  living 
room.  The  Florida  State  Bar  Assn.  re- 
cently subpoenaed  his  records  and 
hauled  him  into  a  3V2-hour  closed-door 
hearing,  which  Schramek  calls  a  "Gesta- 
po tactic."  He  plans  an  antitrust  suit 
against  the  bar  if  it  pursues  the  case. 
The  bar  association  won't  confirm  or 
deny  any  investigations.  Still,  consumer 
and  technician  advocates  plan  a  cam- 
paign next  year  to  amend  the  state 
constitution.  They  want  the 
state  legislature,  not  the 
state's  high  court  and 
the  bar,  to  regulate 
the  activities  of 
lawyers. 

Even  in  Cali- 
fornia, where 
technicians  en- 
joy   the  most 

mm' 


ment  when  you  fill  in  a  form,"  contends 
Alan  I.  Rothenberg,  president  of  the 
State  Bar  of  California.  It  concedes  that 
there's  a  role  for  technicians,  but  it 
hasn't  endorsed  them. 

Compounding  the  confusion  is  the  fact 
that  state  standards  vary.  California,  for 
example,  lets  laypeople  handle  real  es- 
tate closings,  while  New  York  restricts 
that  to  attorneys.  "The  'unauthorized 
practice  of  law'  is  so  amorphous,"  says 
Gilbert  A.  Webb,  a  staff  attorney  at  the 
American  Bar  Assn.  "The  aba  doesn't 
have  a  consensus  opinion  on  what  [legal 
technicians]  can  do." 

Many  states  have  opened  the  door 
slightly — but  not  without  a  fuss.  In  the 
early  1980s,  Florida  prosecuted  legal 
technician  Rosemary  Furman  for  prac- 


freedom,  the  organized  bar  resists  major 
changes.  The  state  bar  stopped  policing 
legal  technicians  in  1985.  And  since  1987, 
it  has  considered  proposals  to  partially 
open  the  legal  market.  But  in  August, 
local  bar  associations  forced  state  bar 
officials  to  back  away.  On  Nov.  4,  it 
named  a  10-member  committee  to  recom- 
mend a  policy  by  next  July  1.  Techni- 
cians are  pessimistic  about  how  much 
autonomy  they'll  get. 

Many  lawyers  want  mandatory  test- 
ing, licensing,  and  rules  of  conduct. 
Technicians  contend  that  it's  enough  to 
register  with  a  local  agency  and  disclose 
that  they're  not  attorneys.  Attorneys 
reason  that  the  legal  trade  should  be 
closely  regulated  to  protect  consumers 
from  unscrupulous  or  incompetent  oper- 
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)n  May  22.  1989.  Acer  shipped  its  one-millionth  personal  computer. 
;ot  bad  for  a  company  that  was  relatively  unknown  just  a  few  years  ago. 
)f  course,  those  who  do  know  Acer  won  t  find  it  surprising  in  the  least, 
iter  all.  when  you  offer  a  quality  product  at  an  affordable  price,  it  s  easy 
D  sell  a  million. 


ACGR  i 


The  Word  for  Value 


For  one  reason  oj 
ire  beginning  to  r(( 


■  PC  Mig2zin*r  r>i:;     ;.:  Kpal  19  1989 

I  trademark  of  Init'.  (.^cpomion  Acer  is  a  regisiercd  tradcrmri  of  .^ceT  Incorporsial  and  Acer  .\raenca  Corporaiioa  Other  fxxjducts,  companies  and  brandnamc?  nicntiaoed  are  trademark  ot  rcgisterccl  trademarlo  of  cbeir  rcspcom 


INTRODUCING  THE  WORLD'S 

FASTEST  PC'  fck 


May  22,  1989,  Acer  shipped  its  first  1100/33  PC.  At  33MHz,  it  is,  as 
Magazin  put  it,  "the  fastest  PC  in  the  world." 
also  yet  another  example  of  Acer's  commitment  to  leadership  in  the 
i  of  personal  computers. 

f  you're  looking  for  PCs  to  keep  pace  with  your  business,  take  a  look 
le  1100/33  PC.  Anything  less  would  be  a  waste  of  time. 


ACGR  ii 


The  Word  for  Value 


mother,  people 
ognize  our  name. 


lal  Offices:  -  U.S.A..  San  Jose.  Tel:  (408)922-0333  -  U.K..  London.  Tel:  (01)569-2978  •  W,G..  Dusseldorf.  Tel:  (021 1  )6508-0  •  France.  Nimes,  Tel  066-272434  •  Japan  Tokyo  Tel-  (03)463-3222 
C  .  Taipei.  Tel:  (02)713-2252. 


Business  Gifts 
That  Are  Remembered, 
Forever. 
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ators.  Letting  laj'people  pro\ide  leg: 
senices.  argues  San  Mateo  la\\yer  1 
Tern'  Anderlini  "is  like  letting  a  nurs 
practitioner  diagnose  cancer  patients.' 

Technicians  say  such  talk  belies  th 
real  motive:  stifling  competition.  The  be 
is  trying  to  "force  people  to  pay  law^  e) 
for  the  legal  equivalent  of  dispensin 
aspirin."  says  Deborah  Chalfie.  legist 
tive  director  of  HALT,  or  Help  Abolis 
Legal  TjTanny.  a  Washington  lobbjin 
group  for  legal  reform.  Chalfie  adc 
that  professionals  from,  realtors  to  a 
countants  to  bankers  pro\ide  senict 
that  touch  upon  the  law.  "Everjor 
practices  law.  There  is  no  discernible  lir 
that  makes  sense." 

Despite  the  continuing  battles,  a  fe 
legal  technicians  are  trying  to  build  en 
pires.  Peggy"  Muse  of  Portland  overset 
eight  legal  sennce  offices  in  Oregon  an 


WHAT  LEGAL  TECHNICIANS 
CAN  AND  CAN'T  DO 


s  friendly  di- 
ve;      ..  :nanges.  adoptions, 
individual  bankruptcies,  child  suppon 

►  Run  do\TO  to  the  courthouse  and  file 
forms  with  clerks  for  divorces  and  other 
r    -ir.e  paperwork 

►  k..-:er  customers  to  books,  software. 

and  other  self-help  material 


►  Handle  contesied  maners,  such  as 
contract  tights,  landlorc-'ersn:  disputes, 
and  personal  injury  1:::  - 

►  Give  legal  ad\ice 

►  Make  decisions  for  clients 

►  Represent  themseh  es  2  -  •  ■  : ;  ;  ~ 

OATA.BW 

CaliiorrJa.  Muse  sells  "jomt  partnei^ 
ships'"  in  her  company,  CSB  Perfectly  L(  ^ 
gal  Document  Ser\"ice,  for  §24,-500  each 
Custom.ers  fill  out  questionnaires  tha 
are  faxed  to  the  Portland  office,  wher 
Muse's  staff  prepares  the  legal  paper 
work — a  process  she  likens  to  sendinj  , 
ftlm  to  a  Kodak  laboratory.-.  Muse  Ls  opti  t 
mistic  about  her  pros;  .jug!  '-'^ 

an  earlier  venture  er. .  .  -ptcy 

partly  bec-ause  of  run-ms  vaui  ia\syers. 

Legal  technicians  may  only  maki  " 
headway  slowly.  But  Nolo's  Warner  ai  iltf 
gues  that  "the  bar  is  going  upmarket,'  ft:; 
as  more  attorneys  shift  away  from  vnAl 
and  divorces  toward  lucrative  corporatj  - 
work.  If  he"s  right,  the  attorney  monopo  :  ~ 
ly  over  legal  senices  vsiU  diminish—  j,.., 
leaving  it  to  legal  technicians  to  pick  vq  - 
the  slack.  '.0 
By  Maria  Shao  in  San  Francisa 
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low!)  F^Through  Customs. 


•  I=l:'jL 


No  other  shipping  company 
lies  to  more  countries  overseas 
han  Federal  Express. 

And  nobody  helps  your  ship 
nent  fly  through  overseas 
;ustoms  like  Federal  Express. 

After  all,  with  the  addition  of 
''lying  Tigers'  40-years'  worth  of 
ntemational  experience, 
lobody's  more  accustomed  to 
customs  over  there. 


lb  ttie  regulations, 
'lb  the  paintwork . 
'lb  the  ]jeople. 

So  w  hether  it's  knowing  our 
way  around  siesta  in  Salamanca, 
or  how  to  be  diplomatic  in  Dubai, 
oar  local  employees  have  the 
local  kiiow-how  to  rush  your 
package  through  customs. 

And  get  it  delivered  with 
Federal's  customary  speed. 


Because  in  international  deliv- 
ery, getting  it  there  is  one  thing. 
But  getting  it  through  is  another 

Federal  Express— gets  it  done. 


J89FedPrcil  Express  Corpordtion 


TheBestW^ 


Keeping  the  wheels  of  industry 
:urning  these  davs  takes  more 
hail  capital-it  also  takes  a  steady 
How  of  ideas  for  putting  that  c  api- 
cal to  best  use.That's  whv  hundi  eds 
;)f  companies  whose  business  runs 
:)n  wheels  have  turned  to  (iKCiapi- 
tal  for  financial  services. 

One  of  our  capital  ideas  paired 
I  he  fast-growing  East  and  \Vesi 
Loast  business  of  PenskeTruc  k 
Leasing  with  the  strengths  ol  our 
leasing  operations  in  thec(  )untrv"s 


interior  This  svnerg\  built  a 
nationwide  joint  venture  that  has 
over  53.000  \ehicles  on  the  roll. 

Capital  ideas  are  keeping  .Amer- 
ica's railcars  on  the  right  track, 
too-cu.stoniers  leasing  rolling 
stock  fromClECiapital  Railcai 
Services  are  spared  not  onl\  the 
capital  investment, but  also  main- 
tenance worries. 

Ou!  \ehi(  le  fleet  management 
expertise  gave  us  the  capital  idea 
to  ( )fter  ( )ui  c( )rp( )rate  fleet  man- 


ager customers -whether  thev 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
emplovee  expense  leimbuisement 
control. 

And  new  car  dealers  are  grow  ing 
their  birsinesses  in  a  dozen  states, 
helped  b\  (Capital  ideas  for  in\en- 
tor\  hnancing, working  capital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  vour  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  \()u  keep  it  in 
the  fast  lane. 

[ust  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Capital 
Capital  Ideas. 


Coital  Ideas 
getrdling 
atGECk)itaL 


On  saving  lives  and  saving  time 


"Over  one  hundred  men  and  women 
have  been  given  a  second  chance  at 
life  with  the  JARVIK®  7  artificial 
heart,  used  to  sustain  them  until  a 
natural  heart  could  be  found. 
Many  are  now  living  normal 
lives  and  I 


now  they  have 
new-found  respect 
or  the  importance  of  time. 

A\\  the  advances  in  science  and  technology' 
annot  alter  the  number  ot  hours  that  we  have 
ach  day.  And  by  making  ever}-  second  count, 
^'e'll  certainly  be  able  to  accomplish  much  more 
ATiether  it's  in  business  or  in  our  p>ersonal  lives. 

To  me,  effective  time  management  is  an 
;xtension  of  effective  thinking.  Most  cre- 
.tive  ideas  are  enhanced  b\'  the  ability  to 
}uickl}'  and  readih"  get  them  down.  I  find 
hat  dictation  helps  me  record  an  idea 
juickly  and  accurately,  be  it  a  draft  of  a 
cientific  paper  or  a  description  tor  a  new 
nvention.  Dictation  also  helps  me  com- 
X)se  letters  that  are  much  more  personal 


and  spontaneous. 
I've  developed  a  healthy  respect  for 
the  value  of  time  over  the  years,  and 
believe  that  it's  critical  for  us  to  recognize 
its  importance.  Managing  it  effectively 
can  be  a  real  life  saver." 

Dictaphone  has  many  products 
to  help  you  better  manage  your 
dme.  From  portable 
recorders  to  voice 
delivery  systems  that 
let  you  leave  dicta- 
tion for  your  secretary' 
an\'  hour  of  the  day  or  night. 
lAjid  when  \  ou're  on  the  road,  you  can  phone  in 
dictation  or  leave  a  message  for  anyone  in  the  office. 

At  the  heart  of  time  management, }'ou'll  always 
find  Dictaphone  equipment. 

Dictaphone. 

Time  Management™ 


^  Dictaphone 

A  Pitney  Bowes  Company 


PRODUCT  DEVELOPMENT! 


A  DOZEH  MOTOR  FACTORIES 
—UNDER  ONE  ROOF 


Ford  bets  a  billion  on  a  'modular  engine'  that  can  be  changed  quickly  and  without  costly  retooling 
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But  the  plan  is  a  risky  one.  So  f; 

Ford  has  spent  more  than  $1  bilhon 

the  project.  Machine  tools  and  assemt 

equipment  that  can  switch  from  one  ( 

sign  to  another  have  hiked  costs  at  t 

Romeo  plant  by  about  10%.  And  Fon 

intricate  assembly  scheme,  which  Jui 

sek  admits  is  "like  playing  six-dimt 

sional  chess,"  remains  untried. 

Modular  engines  are  certainly  fca- 

ble:  Caterpillar  Inc.'s  big  V-- 

10,  and  V-12  diesels  are  goufi  i 

amples.  Jaguar  PLC  makes  il 

line  six-cylinder  and  V-12  engin 

on  the  same  production  line.  A 

Toyota  Motor  Corp.  does  likewi 

with  versions  of  several  basic  e 

gine  blocks.  Even  the  Big  Thr 

embraced  the  idea  briefly  after  tl 

last  oil  crunch:  They  lopped  tv 

cylinders  off  existing  V-8s,  spaw 

ing  smaller,  V-6  engines  th 

shared  many  parts. 

Tradition  runs  deep  in  Detro 

however.  To  help  spread  out  hef 

capital  costs,  the  Big  Three  conti 

ue  to  build  engines  in  large  vc 

umes — often  keeping  a  basic 

gine  design  alive  for  20  years 

more.  For  example,  the  Ford  V 

built  for  the  1963  Fairlane  lives  c 

as  the  muscular  .5-liter  powerin 

cars  such  as  the  1990  Mustang. 

'A  MISNOMER.'  While  Detroit  fc 

lowed  tradition,  Japanese  and  Ei 

ropean  companies  used  innovativ 

small-volume  performance  engines  t 

lure  affluent  young  auto  buyers  durin 

the  1980s.  The  Japanese  are  far  ahead 

building  such  engines,  which  have  fou 

valves  per  cylinder  instead  of  two  an 

produce  30'  '  more  power.  They  are  no^ 

standard  equipment  on  all  Toyota  mo( 

els,  while  General  Motors  Corp.'s  optioi 

al  Quad  4  remains  the  only  multivalv 

engine  manufactured  by  the  Big  Three 

Ford's  modular  engines  are  designe 

to  help  redress  that  foot-dragging.  Th 

first  version  is  a  cast-iron,  4.6-liter  V 

that  will  power  top-end  Lincolns,  Ford 

and  Mercurys  in  the  1991  model  year.  I 

addition.  Ford  wants  the  Romeo  plant  t 

produce  aluminum-block,  multivalve 

8s  for  some  1993  models.  Ford  also  env 

sions  using  its  new  plant  to  build 


On  the  east  side  of  Romeo,  Mich., 
across  the  road  from  a  cornfield, 
Ford  Motor  Co.  is  quietly  ready- 
ing wiiat  may  be  a  revolution  in  Ameri- 
can automobile  engine  manufacturing. 
In  this  picturesque  town  30  miles  north 
of  Detroit,  the  company  is  gearing  up  a 
new  flexible  manufacturing  plant  tu 
build  a  family  of  inno\'ative  new  modu- 
lar engines  due  out  in  the  1990s. 


FORD'S  BETTER  IDEA 
FOR  ENGINES 

►  Parts  such  as  alternators  bolt  directly 
to  engine  block,  without  mounting 
bracket.  Engineers  reduced  tlie  number 
of  parts  by  25%  overall 

►  The  engine  blocks  can  be  either  iron 
for  basic  models  or  aluminum  for  high 
performance 

►  Most  parts,  such  as  pistons,  will  be 
used  in  more  than  one  engine  design. 
The  modular  engine  family  will  have 

al/'  jt  ■;.'>()  parts  ill  common 


The  company's  billion-dollar  gamble 
liucks  Motor  City  tradition.  American 
carmakers  typically  outfit  individual  fac- 
tories to  build  a  single  engine  type — 
usually  400,000  to  .500,000  a  year.  The 
factories  crank  out  the  same  basic  en- 
gine i'oi-  decades.  That  worked  fine  when 
Detroit  could  count  on  steady  sales  and 
stable  markets.  But  in  the  face  of  chang- 
ing government  fuel-eC(jnomy  regula- 
tions, tougher  competition  from  Japan, 
and  shifting  customer  taste,  big  fac- 
tories dedicated  to  one  product  aren't  so 
attractive  any  more. 
BUILDING  BLOCKS.  Ford  thinks  it  has  a 
better  idea.  First,  design  V-8  and  V-fi 
engines  around  a  basic  building  block — 
in  this  case,  a  combustion  chamber  de- 
signed for  maximum  fuel  economy. 
Then,  equip  factories  with  machinery 


flexible  enough  to  build  several  different 
models.  Ford  now  plans  as  many  as  six 
new  V-8s  and  V-6s  in  the  1990s — every- 
thing from  cast-iron  workhorses  to  high- 
performance  aluminum  thoroughbreds. 

At  Romeo,  flexible  manufacturing 
equipment  and  modular  design  will  per- 
mit production  of  more  than  a  dozen 
engine  sizes  and  configurations  on  one 
line.  Tlie  engines  will  share  about  350 


(larts.  That  will  give  Ford  unprecedented 
freedom  to  match  the  plant's  500,000- 
engine  capacity  with  customer  demand. 

The  new  plant  will  also  allow  inexpen- 
sive, rapid  shifts  to  smaller,  lighter  en- 
gines—crucial if  Washington  tightens 
the  Corporate  Average  Fuel  Economy 
(CAhK)  stiindard  from  the  current  27.5 
Hides  per  gallon.  "We  don't  want  to  keep 
tlirowmg  money  into  building  engine 
plants,"  says  Ford's  Max  L.  Jurosek, 
vice-president  for  car  product  develop- 
ment. New  V-8  variations  would  cost 
just  $60  million  to  produce,  compared 
with  as  much  as  $500  million  for  a  typi- 
cal new  engine  program.  And  the  en- 
gines could  be  in  production  in  two 
years — half  the  usual  time — an  advan- 
tage as  Ford  tries  to  catch  up  with  more 
nimble  Japanese  carmakers. 


well 
be 
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SCIENCE  &  TECHNOLO 


You  11  find  our  printers  exceed  specifications 
in  the  most  crucial  area  of  all.  Confidence. 


In  a  world  where  anything  can  go  wrong,  isn't  it 
lice  to  know  something  won't?  NEC  printers.  These 
nachines  have  built  the  kind  of  reputation  that  used 
o  be  associated  only  with  National  Heroes  and  World 
>eries  MVPs.  Steady,  reliable,  clutch  performers. 

They  are:  the  Pin  writer  family  of  dot  matrix 
)rinters,  and  the  Silentwriter"  family  of  page  printers, 
^^nd  their  legendary  reliability  and  print  quality  have 
nspired  spontaneous  outbursts  of  applause  on  more 
han  one  occasion.  Our  Pinwriter  printers  are  24-wire 
workhorses  that  consistently  deliver 
unmatched  print  quality,  type  variety 
highest  resolution  graphics. 


Our  Silentwriter  printers  are  laser-class  printers 
that  are  in  a  class  all  their  own.  They  offer  a 
PostScript"  interpreter,  a  wide 
variety  of  type  fonts,  and  exten- 
^^^^  memory.  Which  makes  them 
'^^"""^'^^  lY\Q  perfect  page  printers  for 
desktop  publishing  environments 
and  work  group  settings.  And 
they're  all  from  NEC,  the  $24  billion  world  leader  in 
computers  and  communi- 
cations. Tklk  about  confi- 
dence building. 
WE'RE  MAKING  THINGS  BETTER  FOR  YOU. 


SEC 


■iEC  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 

■'^  icj  copyright  1989  NEX'  Itiformatlon  Systems.  Inc  Pinwriter  and  Silentwriter  are  register*^  trademarks  of  NEC  Corp-  PtKtScript  is  a  registered  trademark  of  Adobe  Systems.  Inc. 


The  Best-Known 
Unknown  Company 
inAmeria 

WesdmhouseTxlay. 


"When  a  company  has  a  name  as  well- 
knoim  as  Westmghouse,  people  think  they 
knotv  what  vou  do. 

"People  think  we  still  make  appliances. 
We  haven't  made  them  in  nearly  15 years. 

"People  think  we  still  truike  light  bulbs. 
We  haven't  made  them  in  over  six  years. 

"Af  id  some  people  think  we're  still  in  the 
same  businesses  ive  were  100  years  ago. 
Well,  we  are  and  we  aren 't. 

"Westinghouse  is  a  company  committed 
to  quality',  doing  surprising  things  that 
touch  people's  lives  in  surprising  ways- 
all  over  the  world. 

"We're  a  company  you  should  get  to 
know  better."    ^  r\ 


Broadcasting 

More  than  100  million 
people  mne  intoWestin^ouse 
everyday 

Westinghouse  Group  W  Broadcasting  is 
one  of  America's  largest,  most  diversified  and 
fastest  growing  entertainment  companies. 

Group  W  radio  stiitions  broadcast  to  one 
out  of  three  American  homes.  In  fact,  WINS 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station. 

Our  five  TV  stations  are  seen  in  10  million 
homes  a  week,  and  each  is  a  leader  in  news 
and  local  programming.  And  the  TV  Group's 
NEWSFEED  Network  is  the  nation's  largest 
video  news  service. 

We  syndicate  the  hottest  new  show 
on  children's  TV,  "Teenage  Mutant 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country. 
And  we  al.so  distribute  more 
programming  via  satellite  than 
anybody  else.  We  even  market 
cable  TV's  popular  "The 
Nashville  Network." 


I 


John  C.  Marous 
Chairman  and 
Chief  Executive  Officer 


Financial  Services 


One  d  Americas 
top  six  business 
finance  companies. 

Westinghouse  Credit 
and  its  financial  service 
affiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acquisitions  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
_  and  leasing  and  financ- 

ing major  equipment  and  facilities. 

We  play  a  major  role  in  employee  buy-outs  of 
established  businesses.  We  make  equity  investments 
in  companies.  And  buy  sell,  and  manage  income- 
producing  real  estate  properties. 


Environment 

A  leader  in  tackling 
tou^  environmental  problems. 

Our  waste-to-energy  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into  ' 
electricity,  helping  municipalities  reduce^ 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can 
destroy  tliese 
materials,  includ- 
ing PCBs,  at 
efficiencies 
exceeding 
99.9999%. 


he  world  leader  in  radar. 

)ur  new  radar,  soon  to  be 
ailed  at  every  major  U.S.  airport, 
1  now  allow  air  traffic  controllers 
rack  weather  and  aircraft  on  the 
le  screen  at  the  same  time, 
jid  our  advanced  air  route  surveil- 
:e  radar  will  give  die  FAA  a  much 
ter  view  of  air  traffic  along  major 
tes,  while  also  serving  the  U.S.  Air 
ce's  air  defense  needs. 
i/Q  developed  and  built  tlie  Airborne 
rning  and  Control  System  ( AWACS  ) 
ar,  part  of  the  free  world's  first  line  of 
ense.  And  we're  working  on  radar  and 
ironic  systems  for  the  U.S.  Air  Force's  and 
.y's  next-generation  fighters. 

even  offer  industry  the  most  powerful 
tributed  process  control  management 
tems  available  today 


Communities 

One  of  Americas 
leading  developer?, 
of  planned  communities. 


Eneigy 

Aworld  leader  ineneigy 

We're  a  recognized  world  leader  in  conventional  power 
generation,  supplying  millions  of  megawatt  hours  of  electricity 
on  almost  every  continent. 

We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  F'uel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  tlie  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity,  ftje!  cells,  and  solar  photovoltaics. 

Distribution  : 


Moving  everything  from 
strawberries  to  electricity  ^ 

Our  Thermo  King  subsidiary  is  tlie  world 
leader  in  transport  refrigeration  and  is  supported  by  « 
tlie  industry's  largest  dealer  network.  Thermo  King-  ^ 
equipp)ed  vehicles  safely  transport  all  kinds  of  perishables- 
from  produce  and  chemicals  to  film  and  pharmaceuticals-in 
more  tlian  80  countries  around  the  world,  including  the  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  electrical,  mechanical,  and 
elearonic  products,  maintaining  complete  inventories  of  more  tlian 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  kK"ati(.)ns 
and  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
ciuality  cities  and 
communities-including 
the  master-planned, 
full-service  city  of  Coral 
•ings,  designed  to  serve  more  than  100,000  residents. 
Dur  new  community.  Gateway,  near  Ft.  Myers,  will  be 
future  home  to  an  estimated  40,000  people. 
X'e're  planning  our  newest  community  of  homes, 
lools,  businesses,  offices,  shopping,  and  recreation  areas 
a  5,500-acre  site  in  Marana,  near  Tucson,  Arizona, 
^elican  Bay,  near  Naples,  Florida,  hosts  1,400  luxury 
mes,  two  quality  hotels,  and  a  championship  golf 
arse.  And  anotlier  luxury  community  is  planned  for 
m  Desert,  California. 


Office  Systems 

Making  offices  and  people  moie  productive. 

Westinghouse  helped  pioneer  the  concept  of  open  office 
furniture  systems-systems  designed  to  help  people  do  their 
jobs  more  productively  and  comfortably 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  system  backed  by  the  industry's 
only  lifetime  warranty. 

Westinghouse  developed  and  built  one  of  the  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  oim  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  them 
witli  a  unique  solution  to  their  telecommunications  needs. 

So  now  that  you  knoiv  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  we  even  touched  your  life  today. 


Ybucanbesure^  ^ 
ifitlsWestinghouse® 


r      y         •  4  ifit1sWestingtiouse(^ 

muMiouse 


KERS 


NO  NICOTINE     NON-ADDICnVE  NON-PRESCRIPTION 


When  you  can't 
smoke  or  choose 
not  to, 

for  a  moment 

CigArrest  Smoking  Alternative  Gum,  the  JMt^^tm^J 

smokers  choice  when  non-smoking  restrictions,  ^^^^*/ 
personal  courtesy  or  a  commitment  to 
stop  cause  momentary'  nicotine  withdrawal. 

CigArrest  Gum  is  also  the  ex-smokers 
choice  to  help  curb  the  periodic  urge 
or  temptation  to  smoke  no  matter  how 
you  stopped. 

or  forever."^ 

The  complete  CigArrest  Stop  Smok- 
ing System  is  there  when  \'ou"re  ready 
to  stop.  The  #  1  selling  no  nicotine, 
non  prescription  program  recon- 
ditions mind  and  body  to  help 
you  stop  and  stay  smoke  free. 

Pick  up  CigArrest  Gum  or  the 
CigArrest  Stop  smoking  System 

today  and  start  a  new  smoke  free 


tomorrow. 


For  complete  information  on  how 
CigArrest  products  can  help  you  &  to 
receive  a  $10  CigArrest  Gum  coupon  call: 
1-900-STOP  XOW  (1-900-786-7669  s2Mm.nu,e, 

The  choice^ 

#7  SELLING 


Available  al  participating:  K-mart.  Eckerd  Drugs,  Osco/Sav-on,  Walgreen  and  Ames  stores 
Advantage  U/e  Products,  Inc.      930  W.  I6th  St.  Vnii  D-1      Costa  Mesa.  California  92627  714/548-9411 
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smaller,  4-liter  V-8  later  in  the  '90 
In  addition,  Ford  plans  to  manufa 
ture  V-6  versions  of  the  same  modul; 
engine  in  2.4-  and  3-liter,  multivalve  co 
figurations.  Because  it  forecasts  hig 
demand,  Ford  added  plans  for  a  secor 
plant,  probably  in  Cleveland,  to  man 
facture  the  V-6s  beginning  in  1993. 

Still,  Ford  has  to  prove  its  ambitioi 
plan.  Doubters  note  that  other  comp 
nies  have  abandoned  similar  program 
GM's  Quad  4  engine,  for  instance,  Wc 
conceived  as  part  of  a  modular  family 
four-,  six-,  and  eight-cylinder  model 
then  scaled  back.  Montgomery  Securiti( 
analyst  Ronald  A.  Glantz  points  out  th; 
Ford  abandoned  its  original  goal 
building  V-8s  and  V-6s  on  the  same  lir 
at  Romeo.  "Modular  is  a  misnomer,"  l 
snorts. 

Indeed,  the  complexity  of  manufactu 
ing  several  distinct  engines  on  one  h\g. 
volume,  high-speed  line  has  been  or 
roadblock  to  modular  engine  prograrr 
in  the  past.  '"Everybody  wants  to  b 
flexible,  but  nobody  has  figured  ot 
how,"  says  E.  Kidder  Meade,  senior  vie- 
president  of  Lamb  Technicon,  a  majc 
machinery  supplier. 
NO  DOGS.  Ford's  Jurosek  counters  tht 
during  the  planning  phase,  compute 
models  of  the  factory  caught  potentii 
bottlenecks  and  glitches.  And  althoug 
manufacturing  engineers  traditionall 
have  little  say  over  the  engine  desig 
itself,  Ford  made  them  an  integral  pai 
of  the  process.  They  helped  design  th 
engines  so  they  are  easy  to  assemble- 
and  reduced  the  overall  number  of  con 
ponents  by  more  than  25"^  f. 

Another  hurdle  has  been  designin; 
modular  engines  that  aren't  dogs 
drive.  Experts  point  out  that  changin 
piston  size,  for  instance,  alters  the  vo 
ume  of  gases  flowing  in  and  out  of  th 
engine.  Without  a  corresponding  chang 
in  the  shape  of  other  parts,  such  as  th 
intake  manifold,  which  channels  air  int 
the  engine,  performance  could  suffei 
Ford,  however,  contends  that  it  won't  b 
a  slave  to  modular  design  vv-here  doin, 
so  would  lower  performance.  Although 
most  of  the  engines  will  share  75%  o 
their  parts,  important  components  sue 
as  cylinder  heads  and  connecting  rod 
may  be  different. 

Ford  and  its  competitors  are  year 
away  from  knowing  whether  the  pre 
gram  will  be  a  success.  But  it's  clea 
that  carmakers  will  need  modular  desigi 
and  flexible  manufacturing  to  remain 
able  competitors  in  a  shifting  industr}' 
When  it  comes  to  making  big  outlays  fo 
new  plants,  says  Douglas  L.  Replogle  a 
Booz,  Allen  &  Hamilton  Inc.  in  Cleve 
land,  "this  is  the  only  way  auto  compa 
nies  can  justify  the  risk." 

Bi/  David  Woodruff  in  Detroi 
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"Citicorp  2nai^1 


NOW  YOUR  DECISION  ON  WHICH  LAPTOP  TO  BUY 
DOESN'T  HAVE  TO  BE  FINAL. 


Epson's  new  laj3t()p  computer  doesn't  just  go  with  you,  it  grows  with  you.  The  new  Equity™ 
LT/286e  starts  with  a  3.5"  floppy  drive,  easy-to-read  "paper-white"  display  286™  processor  and  one 
megabyte  of  RAM,  all  standard.  You  decide  between  a  20  megabyte  or  40  megabyte  removable 
hard  drive.  Where  you  take  it  from  there  is  entirely  up  to  you.  Add 
more  memory,  a  modem,  expansion  card  or  change  hard  drives, 
whenever  your  business  demands  it. 

The  new  Ecjuity  LT/286e  is  part  of  a  growing  line  of  quality 
laptop  computers  from  Epson!" The  final  word  in  value. 


EPbui 


WHEN  YOU'VE  GOT  AN  EPSON, 
YOU'VE  GOTA  LOT  OF  COMPANY. 


lbs.  without  ballerv.  one  AT-compatible  expansion  slot  (2/3  size),  optional  internal  2400  baud  modem  and  5.25"  exienial  FDD,  one  vear  limited  warranty.  01989.  tps(»n  .America.  Int.  Lpson 


MEDICINE  I 


HYPERTENSION  DRUGS: 
HOW  MUCH  IS  HYPE? 


Why  compnnie^  are  seeking  new  di-ugs  with  fewer  drawbacks 


Cholesterol  was  the  fii-st  culprit.  Af- 
ter it  was  implicated  as  a  major 
risk  factor  for  heart  disease,  mil- 
lions of  othen\ise  healthy  people  went 
on  strict  diets  or  turned  to  drugs  to  cut 
their  cholesterol  levels.  But  recently, 
some  doctors  and  researchers  have 
questioned  whether  all  that  was  nec- 
essaiy  for  people  whose  cholesterol 
levels  fell  at  the  low  end  of  the  dan- 
ger categoiy.  Xow.  the  same  contro- 
versy is  brewing  over  treatments  for 
high  blood  pressure. 

Since  1972.  the  National  Heart. 
Lung  &  Blood  Institute  has  used  life 
insurance  daui  to  show  that  high 
blood  pressure  is  a  major  risk  factor 
for  both  strokes  and  heart  disease. 
So  cominced  were  they  that  in  1984. 
the  XHLBl  dropped  the  cutoff  for 
mild  high  blood  pressure  from  95  to 
90.  labeling  nearly  60  million  Ameri- 
cans as  h\"pertensives. 

That  was  a  boon  to  the  pharma- 
ceutical companies.  Because  more 


people  with  mild  to  moderately  high 
blood  pressure  can  potentially  be  treated 
with  antih\"pertensive  di-ugs  for  as  long 
as  20  yeai-s.  drugmakers  saw  huge  po- 
tential profits.  Xow.  more  than  60  h\-per- 
tension  drugs  rack  up  annual  sales  of  §7 


TOP  TREATMENTS 
FOR  HYPERTENSION 


I 
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Drug  category  and                 1988  sales 
top  contenders               Billions  of  dollars 

Growth  rate  1988 
Percent 

ACE-INHIBITORS 

Captopril  (Squibb) 
Enalapril  (Merck) 

S2.2 

45% 

CAUIUM  CHANNEL-BUKKERS 

Nifedipine  (Bayer,  Pfizer) 
Diltiozem  (Tanabe,  Marion) 

3.1 

24 

BHA-BUKKERS 

Atenolol  (ICI) 
Propranolol  (ICI) 

2.7 

7 

DIURETICS  1.8 

Hydrochlorotfiiazide  (SmithKline) 
Amiloride  hydrocfilorothiazide  (Merck) 

2 

DATA:  M&(TA  &  ISAIY 

billion,  and  more  drugs  are  in  the  wings 
But  some  troubling  questions  remain 
Hypertensive  drugs  have  cut  the  stroke 
rate  by  40^'c  over  the  last  15  years.  And 
even  though  people  with  h\"pertensioi] 
are  five  times  more  likely  to  have  a 
heart  attack  than  a  stroke,  the  drugs 
don't  seem  to  help.  "In  all  the  clinica" 
trials  to  date — invohing  some  40,000  pa 
tients — it's  universally  perceived  that 
antihypertensive  di-ug  programs  do  not 
effectively  protect  against  heart  attack, 
says  Dr.  .John  H.  Laragh.  dii'ector  of  the 
Cardiovascular  Center  at  Cornell  Medi- 
cal Center  and  the  developer  of  Capoten, 
a  major  antibj-pertensive  drug  marketed 
by  Bristol-Myers  Squibb  Co. 

The  problem  is  that  "the  treatment 
we've  been  using  has  been  harmful," 
says  Dr.  James  A.  Schoenberger,  chair- 
man of  preventive  medicine  at  Rush 
Presbyterian-St.  Luke's  Medical  Center 
in  Chicago.  Traditionally,  diiu-etics  were 
the  frontline  of  defense  against  high 
blood  pressure.  By  remo\ing  excess  wa- 
ter and  salt,  they  relax  the  cells  in  ai-- 
tery  walls  and  reduce  the  volume  of 
blood.  Beta  blockers,  drugs  that  lower 
blood  pressure  by  slowing  down  the 
heart  rate  and  cutting  the  kidneys'  pro- 
duction of  a  pressui'e-elevating  enzyme, 
are  also  mainstays. 

SIDE  EFFECTS.  Recently,  those  drugs 
have  come  under  fire  for  the  long-term 
ti-eatment  of  mild  hypeitension.  In  Sep- 
tember, a  much-publicized  study  from 
Sweden  found  that  a  common  diuretic 
increased  the  cholesterol-caming  fats  in 
the  blood  by  6'"^ — possibly  increasing  the 
patients'  i-isk  of  heart  disease.  The  drug 
also  reduced  the  patients'  ability  to 
break  dowii  blood  sugar,  a  risk  factor 
for  diabetes.  The  Swedish  team,  led  by 
Dr.  Hans  Lithell,  had  pre\iously  found 
that  beta  blockers  also  pushed  up  the 
levels  of  fat  in  the  blood. 

Newer  classes  of  di'ugs  used  increas- 
ingly in  place  of  diuretics  don't  have 
such  side  effects.  Those  di-ugs  include 
angiotensin-converting  enz^Tne  lACEt 
inhibitors,  such  as  Capoten,  and  cal- 
cium channel  blockei-s,  such  as  Nife- 
dipine. Although  the  National  Insti- 
tutes of  Health  have  failed  to 
pro\ide  funding  to  gauge  the  long- 
term  benefits  of  these  newer  di-ugs 
on  stroke  and  heart  attacks,  the 
Swedish  researchei-s  recommended 
those  drugs  as  the  fii-st  defense 
against  h\-pertension. 

The  findings  are  hotly  disputed. 
Dr.  Michael  J.  Fox.  head  of  medical 
affairs  at  SmithKline  Beecham 
Coi-p..  maker  of  the  top-selling  di- 
uretic Dyazide,  contends  that  the 
rise  recorded  in  fat  levels  is  a  short- 
teiTn  phenomenon,  lasting  just  one 
to  four  months  in  patients.  "It's  such 
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AIG  Issues  Forum 


WhyifsvrtaltodllAme 
environmental  trusts 


SOMEBODY'S  CLEANING  UP, 
BUT  IT'S  NOT  THE  ENVIRONMENT 

Federal  legislation  creating  Superfund 
was  first  enacted  almost  10  years  ago. 

Priority  action  has  been  set  for  1,200 
of  the  most  hazardous  waste  sites.  And 
the  list  is  growing. 

Only  27  have  been  cleaned  up. 

Despite  the  fact  that  at  many  sites  it's 
impossible  to  tell  who  caused  what  and 
when,  as  much  as  60%  of  cleanup  funds 
go  toward  legal  expenses  in  costly  efforts 
to  fix  the  blame  instead  of  the  problem. 

Why  should  one  parh  bear  the  sole  burden 
for  what  amounts  to  a  broad  public  problem? 

Businesses  and  public  agencies  are 
being  held  liable  today  for  environmental 
damage  that  was  not  considered  illegal 
or  intentional  25,  30  or  40  years  ago. 

The  cost  to  clean  up  just  one  existing 
toxic  waste  site  can  run  as  high 
as  several  billion  dollars.  If  individual 
companies  are  found  responsible, 
the  resulting  expense  could  put  them 
at  a  serious  competitive  disadvantage. 

Why?  Because  current  law  requires 
them  to  pay  for  cleaning  up  the  residue 
of  economic  progress-progress  from 
which  we've  all  benefitted. 


Legislation  is  needed  to  create  a 
National  Environmental  Trust  Fund. 

THERE'S  MORE  ACTION  IN  THE  COURTROOM 
THAN  AT  THE  CLEAN  UP  SITES. 

Imagine  holding  a  construction  com- 
pany liable  for  rebuilding  an  old  office 
building  whenever  a  new  building  code 
is  issued.  This  form  of  retroactive 
liability  is  doing  as  much  harm  to  our 
efforts  to  deal  with  toxic  waste  as  toxic 
waste  has  done  to  the  environment. 

At  AIG,  we  think  it's  high  time  to  ftnd  a 


atiz 
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anstocreate  a  national 
...and  to  do  so  now. 


etter  approach  to  the  problem  of  clean- 
ig  up  old  hazardous  waste  sites.  One 
lat  spreads  the  cost  more  broadly-and 
lore  equitably. 

HERE'S  AN  IDEA  THAT  MAY  SOUND  SELF-SERVING 
UNTIL  YOU  SEE  HOW  MUCH  SENSE  IT  MAKES. 

We  propose  creating  a  National 
nvironmental  Trust  Fund  similar  to  the 
lational  Highway  Trust  Fund. 

Its  resources  would  be  dedicated  solely 
D  cleaning  up  those  hazardous  waste 
ites  where  no  intentional  environmental 
arm  was  done  by  firms  which  under 
Dday's  laws-applied  retroactively-are 
Dreed  to  pay  astronomical  cleanup  costs. 

The  fund  could  be  financed  by  adding 

separate  fee  to  commercial/industrial 
nsurance  premiums  now  paid  in  the  U.S. 

Even  a  modest  assessment-say  2% 
if  premiums-would  provide  about  $40 
)illion  over  the  next  decade,  more 
han  enough  to  deal  with  the  top  1,200 
lighest  priority  waste  sites. 

Funds  would  be  collected  by  insurance 
:ompanies  and  remitted  to  a  responsible 
[gency  with  an  advisory  board  of  private 
itizens  and  public  officials  charged 
vith  administering  the  program. 

Just  think. 


A  new  way  to  finance  Superfunds 
mission  without  the  need  for  new  taxes, 
a  new  government  agency  or  unproduc- 
tive legal  hassles. 

Why  IS  AIG  RUNNING  ADS 
LIKE  THIS? 

AIG  (American  International  Group) 
is  the  largest  underwriter  of  commercial 
and  industrial  insurance  in  America, 
and  the  leading  U.S. -based  international 
insurer 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy 

We've  started  this  dialogue  to 
encourage  people  like  you  to  help  shape 
the  future. 

Perhaps  you'll  want  to  keep  the  ball 
rolling  by  discussing  this  with  your  pub- 
lic representative,  environmental  or 
trade  group.  We  hope  you  will. 

Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  trying  to  fix  the 
problem? 

If  you  have  thoughts  of  your  own  to 
share,  write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 


Worid  leaders  in  insurance 
I  and  financial  services. 


Unravel 
Travel 


50,000  Better 
Ways  to  Travel 

The  Multinational  Executive  Travel 
Companion  offers  at  least  50  thousand 
facts  to  help  make  your  business  or  social 
trip  more  productive  .  .  .  easier  .  .  and 
more  rewarding. 

The  only  guide  of  its  kind.  Covers  147  cit- 
ies in  depth.  Latest  information  on  more 
than  160  countries.  Used  by  thousands. 

Ask  about  our  expanded  21st  Edition. 

Larger,  more  readable,  new  features.  Spe- 
cial discounts  on  quantity  orders.  Single 
copy  $60.  Overseas  $80.  Includes  delivery. 
Major  credit  cards.  Free  Mid-Year  Supple- 
ment. Also,  presentation  edition  in  leather, 
cased,  gilt-edged. 

CaU  or  write:   Dept.  10 
Multinational  Executive  Travel  Com- 
panion, 207  Atlantic  St..  Stamford,  CT 
06901  U.S.A.   ISPCIl  (2031  324-6439. 


The  fastest,  easiest  way 
to  find  information 

from  America's  leading 
business  magazines. 

Quickly  locale  the  information  you  want 
from  Business  Week^,  Fornme^.  Forbes* 
Int  .'  Harvard  Business  Review,  Nation 's 
Business^",  U.S.  News':  and  five  other 
highly  respected  publications.  Easily  select 
articles  on  companies,  people,  markets, 
the  economy,  and  investments. 

A  BUSINESS  CURRENTS™  subscription 
gives  you  a  database  describing  virtually 
every  article,  table  and  chart  published  in 
the  past  12  months— immediately  available 
on  your  personal  computer.  And,  full-text 
articles  can  be  on  your  desk  the  same  or 
next  day. 

Your  first  year  subscription  covers  500 
magazine  issues.  Monthly  updates  keep  the 
most  recent  12  months  installed  on  your  IBM* 
compatible  PC.  BUSINESS  CURRENTS: 
fast,  low-cost,  and  guaranteed. 

I     To  order  a  demonstration  package  ^ 
($15),  or  for  more  information,  call:  | 


I 

L. 


1-800-876-1245 

19-5  EST.  or  1-617-965-1062) 

Insigiii  Datasystems.  Inc 
72.1  Washington  Si  .  Newlon,  MA0216O 
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a  small  change  that  it  is  not  significant," 
he  argues. 

What  is  significant  to  SmithKline  is 
that  since  1987,  generic  versions  of  Dya- 
zide  have  quickly  gobbled  up  the  mar- 
ket. Last  year,  worldwide  sales  were 
only  $150  million,  half  what  they  were  in 
1987.  Others  are  facing  similar  pressure. 
American  Home  Products  Corp.'s  beta 
blocker,  Inderal,  went  off-patent  in  1985 
and  has  already  lost  market  share. 

So  the  drugmakers  are  scrambling  to 
come  up  with  advanced  antihyperten- 
sives that  they  hope  will  shore  up 
sales — and  effectively  reduce  the  risk  of 
heart  attacks.  "In  the  mid-1970s,  it 
seemed  that  hypertension  therapy  was 
well  in  hand,"  says  Joseph  A.  Mollica, 
vice-president  of  pharmaceuticals  at  Du 
Pont  Co.  But  now,' with  new  drugs  ready 
to  challenge  existing  treatments, 
"there's  still  a  large  market  potential." 
A  VIPER'S  VENOM.  The  action  centers  on 
ACE-inhibitors.  The  first  of  this  class  of 
drugs,  Squibb's  Capoten,  hit  the  market 
in  1985.  Modeled  after  the  active  ingredi- 
ent in  the  venom  of  the  pit  viper,  Capo- 
ten blocks  a  key  step  in  the  kidney-based 
hormonal  system  that  controls  blood 
pressure.  It  prevents  a  substance  called 
angiotensin-I  from  being  converted  into 
an  active  form,  angiotensin-II,  that 
causes  the  cells  in  blood  vessels  to 
constrict. 

Because  Capoten  intervenes  in  the 
complex  chemical  system  that  controls 
blood  pressure,  many  doctors  preferred 
it  to  the  older  diruretics.  The  drug  swift- 
ly carved  out  a  $1.1  billion  market.  And 
competitors  were  quick  to  follow.  About 
a  year  later,  Merck  &  Co.  introduced  a 
similar  drug,  called  Vasotec.  It  also 
racks  up  annual  sales  in  excess  of  $1 
billion.  Overall,  at  least  a  dozen  other 
ACE-inhibitors  are  in  the  pipeline. 

But  the  current  ACE-inhibitors  aren't 
perfect.  A  small  percentage  of  the  other- 
wise healthy  people  who  take  them  de- 
velop an  annoying  cough.  Worse  yet, 
they  are  ineffective  in  about  30%  of  us- 
ers. In  some  of  those  cases,  the  patients' 
high  blood  pressure  is  caused  by  excess 
salt  in  the  blood.  For  them,  calcium 
channel  blockers — which  relax  blood  ves- 
sels by  keeping  calcium  out  of  cells — 
work  better.  But  others  simply  produce 
more  kidney  hormones,  overwhelming 
the  drug. 

BLOCKING  RECEPTORS.  Drug  researchers 
are  trying  to  overcome  those  drawbacks 
by  developing  a  new  generation  of  thera- 
peutics that  block  the  kidney-hormone 
system  in  different  ways.  Du  Pont,  for 
one,  has  been  developing  a  drug  that 
blocks  the  receptors  on  blood  vessel  cells 
that  respond  to  angiotensin  II. 

Pieter  B.  Timmermans,  Du  Pont's  di- 
rector of  pharmacology  for  cardiovascu- 


lar diseases,  believes  the  receptor  a 
proach  could  prove  to  be  more  effect! 
than  blocking  the  production  of  angi 
tensin  II.  That's  because  the  body  mak 
new  receptors  slowly  so  it  cannot  ove 
come  the  drug  by  stepping  up  the  pr 
duction  of  the  hormones.  In  Septembe 
Du  Pont  signed  an  agreement  wi 
Merck  to  jointly  develop  and  market  th 
receptor-blocker  technology.  SmithKlii 
Beecham  is  also  working  on  the  san 
technology.  But  these  drugs  are  unlike 
to  hit  the  market  until  1995. 

In  the  meantime,  other  researche: 
are  working  with  another  blood  pressui 
hormone.  This  one,  called  atrial  nati 
uretic  peptide  (ANP),  is  produced  by  tl 
heart.  "It  does  the  exact  opposite  of  a 
giotensin,"  says  Dr.  John  E.  Jefferis 
nior  vice-president  in  the  medical  divisk 
for  Pfizer  Inc.'s  Pharmaceutical  Di 
The  problem  is  that  anp  breaks  dow 


'It's  universally  perceived 
that  antihypertensive  drugs 
do  not  effectively  protect 
against  heart  attack' 


very  rapidly  in  the  body.  So  Pfizer  an 
California  Biotechnology  Inc.  are  deve 
oping  substances  that  block  its  destru 
tion,  extending  the  effect.  Researche 
from  Genentech  Inc.,  the  San  Francis 
biotech  company,  hope  to  design  a  s 
thetic  form  of  the  heart  hormone  th 
will  not  be  rapidly  purged  from  the  bod 
and  could  be  taken  as  a  pill. 

The  best  treatment,  however,  may  1 
in  figuring  out  just  which  people  wi 
high  blood  pressure  are  at  risk  of  havi 
a  heart  attack.  "The  reality  of  mild  h 
pertension  is  that  most  people  will  live 
long  and  happy  life  if  you  don't  do  an 
thing,  "  says  Dr.  Michael  H.  Aldermai 
chairman  of  the  epidemiology  and  soci: 
medicine  department  at  Albert  Einste: 
College  of  Medicine.  "The  problem  is  w 
don't  know  which  ones  will." 

In  November,  at  the  annual  America 
Heart  Assn.  meeting,  Alderman  an 
Laragh  will  present  what  they  think 
an  important  clue.  They  claim  that  p: 
tients  with  high  levels  of  renin,  the  kii 
ney  hormone  that  produces  angiotensi 
I,  are  four  times  more  likely  to  have 
heart  attack.  So  renin  levels,  not  juj 
blood  pressure  readings,  should  be  th 
yardstick  for  drug  therapy.  Insists  A 
derman:  "We  have  to  get  past  the  ol 
practice  of  treating  blood  pressure,  rati 
er  than  the  cause  of  hjT)ertension." 

By  Naomi  Freu  ndlich  /??  New  York,  wit 
Joseph  Weber  in  Philadelphia 
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.he  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  any  airport  in 
the  U.S.,  to  virtually  any 
phone  in  the  world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  special  recordings, 
or  dial  differently  from 
different  phones.  And 
whether  you  dial  direct 
or  use  an  operator,  you'll 
never  experience  hidden 
charges  with  MCI? 

The  MCI  Card  guar- 
antees you  access  to  the 
unsurpassed  quality  of 
the  MCI  network. 
And  savings  over  AT&T, 
month  after  month. 

Take  the  MCI  Card. 
Or  take  your  chances. 

Let  us  show  youf 
1-800-888-0800. 


The  MCI 

Card. 
Americans 
Business 
Card." 


'^Tlie  NBA  needed 
computers  that 
could  keep  pace 
with  our  rapid 
growth.That's 

why  we  teamed  up 
with  Digital! 


"The  National  Basketball 
Association's  business  has  just  about 
tripled  in  6  years.  Our  games  are  the 
core  of  what's  become  a  wide  range 
of  enterprises  -  retail  licensing,  home 
\ideo,  T\'  produaion,  event  market- 
ing, publishing,  sponsorship  and 
media  sales.  Our  continued  growth, 
both  domesticall\'  and  internationally, 
depends  on  using  efficient  and  intelli- 
gent computer  technology.  .'\nd  that's 
the  reason  we  chose  Digital. 

"With  Digital's  ALL-IN-r'  soft- 
ware, we'll  be  able  to  share  business 
and  statistical  intormation  league- 
wide.  Plus,  Digital's  single  architeaure 
gives  us  a  flexible  growth  path,  mak- 
ing us  confident  we  can  tie  all  present 
and  future  businesses  together  easily 
and  without  limitations. 

"Just  like  our  teams,  in  this  busi- 
ness you  look  for  an  edge  and  you 
make  the  most  of  it.  Digital  gives  us 
that  edge." 

The  rewards  of  working  together. 

Digital's  single  architecture  assures 
you  that  all  our  computers,  both  cur- 
rent and  future,  will  work  together. 

Today,  with  this  architecture, 
Digital  gives  you  an  elegand\-  simple 
way  for  your  people  to  work  together 
more  produaively,  more  creatively, 
more  efficientlv,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  TA*  1 

Digital 


has 


eve  ooments  to  Watc 


I 


EDITED  BY  OTIS  PORT 


A  WHEELCHAIR  THAT 

PUTS  YOU  BACK  ON  YOUR  FEET 


The  wheelchair  hasn't  changed 
much  since  its  invention  two 
centuries  ago.  But  that  was  be- 
fore pipe  fitter  Thomas  T.  Hous- 
ton fell  four  floors  at  a  construc- 
tion site  in  Wyoming  and  lost  the 
use  of  his  legs.  After  struggling 
for  several  years  in  a  regular 
wheelchair,  Houston  figured  there 
had  to  be  a  better  way. 

He  and  his  son  have  spent  the 
past  five  years  creating  a  battery- 
powered  chair  that  gives  a  crucial 
lift  to  people  in  wheelchairs:  the 
ability  to  stand  up  and  move 
about  in  an  upright  position.  "Rising  up  to  the  level  of  the 
able-bodied  means  disabled  people  can  function  just  like  every- 
one else,"  says  Houston.  "And  it  raises  their  self-esteem." 

His  chair  has  four  wheels,  independently  suspended,  to  pro- 
vide a  stable  base  for  a  seat  with  a  novel  mechanism  that 
pushes  the  user  into  a  standing  position.  That  brings  more 
than  immediate  benefits  by  also  preventing  atrophy  of  leg 
muscles  and  bones.  The  front-wheel-drive  system  can  pirouette 
on  a  dime  and  navigate  rough  terrain.  Houston  says  he  has 
yet  to  find  an  18-hole  golf  course  that  he  can't  play.  And 
unlike  most  motorized  chairs,  Houston's  is  narrow  enough — 
just  22  inches  wide — to  pass  easily  through  restroom  doors. 

Dubbed  HiRider,  the  chair  will  be  rolled  out  this  month  by 
Retec  USA  Inc.  for  $11,500,  or  triple  the  cost  of  regular  battery- 
powered  chairs.  The  Orchard  Park  (N.  Y.)  company  plans  to 
build  at  least  1,000  HiRiders  next  year — and  could  quadruple 
production  if  demand  warrants  it. 


HOW  INFLATION  COULD  CUT  COSTS 
ON  THE  SPACE  STATION 


Could  blowing  bubbles  lighten  the  cost  of  building  a  space 
station?  Engineers  at  Georgia  Institute  of  Technology 
think  so.  One  reason  the  space  station  is  slow  to  get  off  the 
ground  is  the  expense  of  boosting  so  much  building  material 
into  orbit.  But  Georgia  Tech's  Jon  Colton  has  a  scheme  that 
could  slash  the  bulk  of  the  necessary  materials  by  up  to  70%. 

The  idea  is  to  use  so-called  prepreg  materials — clothlike 
sheets  woven  from  superstrong  carbon  fibers  and  saturated 
with  a  viscous  plastic — to  make  inflatable  balloons  in  the 
shape  of  hollow  support  tubes  and  other  structural  parts.  Once 
in  space,  the  flat  balloons  would  be  inflated,  then  cured  into 
stiff  shajies  by  heating  the  plastic  with  concentrated  sunlight 
from  an  array  of  mirrors.  The  vacuum  of  space  would  instant- 
ly pull  off  the  gases  that  form  during  curing,  eliminating  the 
tiny  voids  that  weaken  similar  parts  fabricated  here  on  earth. 


WORKING  ON  A  PLANT 

FOR  AN  OZONE-STARVED  PLANET 


The  decrease  in  the  earth's  protective  ozone  layer  threatens 
to  bring  not  only  higher  rates  of  skin  cancer  for  future 
generations  but  food  shortages,  too.  That's  because  plants  are 
also  adversely  affected  by  the  increased  amount  of  ultraviolet 
radiation  that  should  be  filtered  out  by  ozone  in  the  upper 


atmosphere.  Scientists  at  the  U.  S.  Agriculture  Dept.  hav 
found  that  uv  rays  rapidly  break  down  32kDa,  a  plant  protei 
essential  for  photosynthesis.  When  that  happens,  the  plar 
must  manufacture  more  of  the  protein.  But  doing  so  drair 
the  plant  of  energy  that  otherwise  would  be  used  for  growt, 
and  seed  production.  So,  if  the  ozone  depletion  continues,  th 
result  could  be  smaller  plants  and  crop  yields. 

All  green  plants  are  vulnerable,  says  Autar  K.  Mattoo,  th! 
research  leader  at  Agriculture's  Plant  Molecular  Biology  Lai 
oratory  in  Beltsville,  Md.  However,  some  plants,  such  as  soj 
beans,  appear  to  be  more  resistant  to  UV  damage.  Mattoo  an 
Marvin  Edelman  of  Israel's  Weizman  Institute  of  Science  hop 
to  discover  how  this  protective  mechanism  works  so  it  can  b 
duplicated  and  transferred  to  more  vulnerable  plants. 


PACEMAKERS  MAY  DO  FOR  LUNGS 
WHAT  THEY  DID  FOR  HEARTS 


For  many  patients  with  severe  breathing  problems,  the  onl 
remedy  is  confinement  within  a  mechanical  respirator 
horizontal  cylinder  that  encases  the  body  from  the  neck  dowi 
Now,  researchers  at  Case  Western  Reserve  University  and  a 
University  Hospitals  in  Cleveland  are  developing  a  better  soli 
tion:  a  pacemaker  for  the  lungs. 

Electrodes  are  inserted  through  the  skin  and  implanted  i: 
the  diaphragm  muscle  near  the  phrenic  nerve,  which  help 
control  breathing.  A  paperback-size  electronic  module  send 
pulses  to  the  electrodes,  causing  the  diaphragm  to  contrac 
and  expand.  The  microprocessor-controlled  pacemaker  can  b 
set  for  different  breathing  rates,  says  Dr.  Michael  L.  Nochc 
movitz,  director  of  the  Pulmonary  Treatment  Center  at  Un 
versity  Hospitals,  which  will  begin  clinical  trials  once  the  d€ 
vice  gets  approval  from  the  Food  &  Drug  Administration 

The  technology  can  be  adapted  to  other  disorders.  J.  Thoma 
Mortimer,  director  of  Case's  Applied  Neural  Control  Laboratt 
ry  and  the  primary  developer  of  the  lung  pacemaker,  is  worl 
ing  on  a  version  for  controlling  back  muscles.  It  could  hel 
correct  scoliosis,  or  curvature  of  the  spine,  during  adolesceno 


THIS  REMOTE  CONTROLLER 
COULD  HELP  YOU  REGAIN  CONTROL 


These  days,  just 
about  everything 
electronic  seems  to 
come  with  a  remote 
controller.  Several  com- 
panies sell  multipur- 
pose "wands"  that  can 
control  the  TV  set,  tape 
deck,  compact-disk 
player,  and  more.  Trou- 
ble is,  they  have  so 
many  keys,  packed  so 
tightly,  that  you  can 
easily  wipe  out  a  video- 
taped movie  when  you 

thought  you  were  punching  the  tape  deck's  record  button 

To  simplify  things,  Denmark's  Bang  &  Olufsen  has  devel 
oped  a  hand-holdable  computer,  the  Beolink  7000.  It  has  a  flat 
screen  display  with  a  touch-sensitive  surface  that  shows  onij 
one  set  of  controls  at  a  time.  Want  to  switch  from  the  radio  U 
the  TV  set?  Push  a  button  above  the  display  and  the  firs 
layout  gives  way  to  a  new  cluster  of  pressure-sensitive  keys 
Now,  if  the  price  tag  could  only  change  as  quickly — it  wil 
start  at  $1,000  when  the  unit  hits  stores  in  January. 
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AIT  UTS  THIS  115-POUND 

VOMAN  UFT  50  TONS. 


The  lightweight  sling  on  this  woman's  shoul- 
ders is  strong  enough  to  lift  100,000  pounds; 
yet  light  enough  for  her  to  handle  alone.  This 
rare  combination  of  properties  is  provided  by 
an  amazing  material-KEVLAR  aramid  fiber 
from  DuPont. 

Remarkably  strong.  Remarkably  light- 
weight. Just  a  few  of  the  amazing  benefits  of 
KEVLAR.  In  addition,  it's  resistant  to  heat, 
wear  and  chemicals.  Provides  low  elongation 
to  break.  And  is  available  in  a  wide  range  of 
forms  including  pulp,  staple,  yarn,  paper  and 
non-wovens. 

Even  more  remarkable  is  what  happens 
when  KEVLAR  is  added  to  other  products. 
Your  products.  KEVLAR  enables  them 
to  perform  miracles.  Fragmentation 
vests  of  KEVLAR,  for  example,  pro- 
tect our  armed  forces.  Chaps  of 
KEVLAR  can  stall  a  chain  saw. 
KEVLAR  aramid  pulp  in 
brakes  lasts  longer  and 
is  safer  than  asbestos. 
Now,  it's  time  for  you 
to  put  the  strength 
of  KEVLAR  and 
the  strength  of 
DuPont  to  work 
for  your  product. 


UNCOMMON  PROBLEMS. 
UNCOMMON  SOLUTIONS. 

nCEVlAFL  FROM  DUPONT. 


GROUNDS  FOR  UlCATING  YOUR 
RUSINESS  IN  ONE  OF  THE  REST-RUN 


Calling  yourself 
one  of  the  best- 
mn  counties  in 
America  is  a  bold 
claim,  to  say  the 
least.  But  exaggerat-j 
ed?  Not  according 
to  the  experts.  Not 
when  it  comes  to 
Henrico  County 
Virginia. 

Of  some  3200  counties 
nationwide, 
Henrico  is 
one  of 


COUNTIES  IN  AMERICA. 


only 

twelve  to ' 
earn  AAA 
bond  ratings 
from  both  Moody's 
Investors  Service 
and  Standard  &l  Poor's. 
And  recently  City  et)  State 
magazine,  in  ranking  the 
country's  top  counties, 
listed  Henrico  amon 
the  top  50  "Financial 
Powerhouses"  in 
America.  No  won- 
der four  Fortune 
500  companies  al- 
ready have  their  head 
quarters  here. 

Situated  in  the 
heart  of  the  Eastem 
Seaboard,  Henrico 
County  puts  your  busi- 
ness within  500  miles 
of  nearly  half  the 
nation's  population 
That's  not  far 


[when  you  consider 
that  diis  is  where  the 
'  Canada  -  to  -  Florida 
route  of  Interstate  95 
intersects  eastbound/ 
Bfwestbound  1-64,  and 
where  a  major  internation- 
al airport  has  just 
undergone  a  $35 
million  expansion. 

Even  though  Henrico 
County  makes  it  easy  for  you 
to  travel,  you'll  probably 
hnd  yourself  wanting  to 
stick  around.  Many  neigh- 
borhoods here  include  swim 
and  racquet  clubs,  golf 
courses,  and  quiet 
parl<s.  Right  next  door 
is  historic  Rich- 
mond, Virginia's 
capital,  with  its  re- 
nowned monuments, 

museums,  and 
cobblestone  g 
streets.  And 
just  two 
hours  away""^'-^^ 


with  five  schools 
nominated  in 
just  two  years  for 
Presidential  recognition.  The 
educational  resources  here  also 
strengthen  your  work  force. 
Over  70% 


of  all  high  school  graduates  in 
Henrico  Comity  gD  on  to  higher 
education.  And  they  don't  have 
to  go  very  far  to  find  it.  Local 
community  colleges  offer 
industrial  training  programs, 
while  a  nearby  university 
attracts  one  of  the  largest 
evening  enrollments  in 
the  country.  In  addition, 
several  other  major 
universities  are  with- 
in an  hour's  drive. 

If  you're  interested 
in  how  Henrico 
County  can  work  for 


are  siding  in  thc^^ your  business,  just  contact 
breathtaldng  Blue  Frederick  Agostino,  Executive 


Ridge  Mountains 
and  sunbathing 
on  the  beaches  of 
the  Atlantic. 
When  it  comes 
to  educating  your 
children,  Henrico's 
at  the  head  of  the 
class,  boasting  the 
only  school  sys- 
tem in  the  nation 


Director,  Industrial  Develop- 
ment Authority  at  (804) 
672-4211,  or  RO.  Box  27032K, 
Richmond,  Virginia  23273. 
He'll  be  happy  to  send  you 
information  on  a  variety  of 
specific  sites,  from  office 
parl<s  to  industrial  locations. 

Then  you'll  have  even 
more  grounds  for  moving 
here. 


HBmCO  county:  VRGINU 

One  of  The  Best-Run  Counties  m  Amenca. 


106  B 


ADVERT 


N  G 


SECTION 


'hoosing  a  new 
^^^tion  requires 
thorough  investi- 
gation of  all  the 
possibilities:  raw 
materials,  trans- 
portation, enei:gy, 
labor,  taxes,  mar- 
kets and  market- 
ing incentives. 

The  advertisers  in 
this  1989  directory 
offer  valuable  in- 
formation freeM 
chm^  to  Business 
Week  readers. 
If  you're  relocating 
or  starting  up, 
here!s  a  wealth  of 
information  to  aid 
in  your  site  search. 

lb  receive  infor- 
mation, circle  the 
appropriate  num- 
ber on  the  reader 
information  card 


SPECIAL  ADVERTISING  SECTION 


/ARIZONA- Public  Service  i 

j'izona  Couldn't  Be  In  A 
etter  State. 

nc  neither  cc^  c  you. 

In  the  past  decade,  Arizona  has  srovvn  faster  than  al- 
ost  any  other  state,  for  a  number  of  sood  reasons.  More 
id  more  businesses  realize  that  Arizona  was  rated  #1  for 
jded  production  value*,  and  have  taken  advantase  of  its 
rons  work  force.  They're  pleased  to  find  low-cost  office 
id  industrial  space.  The  convenient,  Southwestern  hub 
cation  sives  them  access  to  over  35  million  people.  And 
'course,  they  enjoy  the  enviable  lifestyle. 
To  find  out  more  about  the  sreat  state  you  could  be  in, 
Dhtact  Ben  Warren  at  Arizona  Public  Service,  Economic 
evelopment  Dept.,  P.O.  Box  53999,  Phoenix,  AZ  85072- 
?99.  602-250-3116. 


THE  UNITED  SI^S 


■ases  Of--  G'a^:  S'.utjy.  1986 


IOWA  3 

Dwa's  Strategic  Central 
ocation  Lets  You  Reach 
'our  Market  "Just  In  Time." 

'  lanc,  by  water  anc  by  phone,  you  can  reach  your  markets 
Dm  Icwa  "just  in  time'  the  coast-to-coast  and  border-to- 
D'-oer  Interstate  Hishways  35  and  80  mtersec  m  Iowa.  Icwa 
the  only  state  borderec  by  two  navisabie  rivers.  And, 
was  Central  Time  Zone  expands  the  reach  of  teiecom- 
unications,  resu;tins  in  increased  productivity  dunns 
'ecious  business  hours. 

Fo''  f-'ee,  confidential,  site-selection  services,  call  IOWA; 
:800:  543-4834.  In  Iowa,  cai'  1  (515)  281-3000.  Or,  vvTite  to 
X)  Eas:  G^and  Avenue,  Suite  150,  Des  Moines,  Iowa  50309. 


THET 


IS  RIGHT 


CALIFORNIA  2 

Get  Insight  Into  The  Best  Sites 
In  California. 

I'  yc^'  zz"'Cc-':  s  cohsiderins  expansion  or  relocation  in 
Northern  or  Central  California,  Pacific  Gas  &  Electric  is  of- 
ferins  the  most  valuable  kind  of  advice  available;  personal 
insisht. 

A  PG&E  Account  Representative,  with  knowledse  of  the 
communities  within  the  PG&E  service  area,  can  help  you 
find  the  best  location  for  your  facility 

We'd  like  to  tell  you  more  about  this.  For  the  name  of 
your  PG&E  Account  Representative,  and  a  free  brochure, 
send  your  business  card  tO:  Jan  Noya  Pinna,  Area  Develop- 
ment, Pacific  Gas  &  Electric  Company  123  Mission  Street, 
Rm  H-2600,  San  Francisco,  CA  94106  or  call  (415)973-3073. 
All  inquiries  are  confidential. 


m 


At  ymr  service. 


MISSOURI  4 

Put  the  Missouri  Advantage  to 
work  for  your  company. 

If  you're  looking  for  a  new  location  for  your  manufacturing 
or  distribution  business,  let  us  showyou  the  advantages  of 
being  located  near  the  nation's  geographic  and  population 
center  Besides  an  ideal  location,  Missouri  offers: 

■  Low  and  equitab'e  tax  structure. 
•  Tax  incentives. 

■  Job  training. 

■  Research  and  development  assistance. 

■  A  high  quality  of  life  at  a  surprisingly  low  cost. 
Discover  why  over  350  of  the  FORTUNE  500  companies 

are  located  in  Missouri.  For  a  free  brochure  contact: 
Missouri  Department  of 

Economic  Development 
301  West  High  Street 
P.O.  60x1157 
Jefferson  City  MO  65102 
Tel:  1-800-523-1434 


Missouri 

Ad\'ant:a^ 


8512-B«^ 


lOSO 


SPECIAL  ADVERTISING  SECTION 


NEW  YORK  5 

'New  York* 

It's  Not  Just  Where  I  Work, 
It's  Where  I  Belong." 

'he  energy  of  New  York,  the  pace,  the  excitement.  You  want 
o  be  in  New  York,  but  running  a  business  here  can  be  tough. 

Con  Edison  understands.  So  we  developed  Project 
\ppleseed.  If  you  start,  relocate  or  expand  your  business 
n  certain  areas  of  New  York  City  and  Westchester  County, 
'ou  could  be  eligible  for  reductions  of  up  to  30%  on  your 
electric  bills  and  21%  on  your  gas  bills. 

And  you  could  qualify  for  further  electric  and  gas  sav- 
ngs  through  New  York  City's  own  Energy  Cost  Savings 
>rogram 

Project  Appleseed.  Because  we  want  your  business.  Here 
n  New  York.  For  more  information,  call  JohnManakat(212) 
^60-4000,  or  write  to  him  at  Con  Edison,  Area  Develop- 
nent,  4  Irving  Place,  New  York,  New  York  10003. 


PROJECT 
 APPLESEED 

THE  ENERGY  OF  NEW  YORK 


NEW  YORK  STATE  7 

rhe  Right  Climate  for  Growth* 

^lew  York  State.  It's  where  business  finds  all  the  resources 
business  needs  to  grow. 

Our  workforce  is  competitively  priced  and  one  of  the 
nost  productive  in  the  country  Our  transportation  and 
elecommunications  networks  are  the  most  advanced. 
\nd  we  offer  unrivaled  access  to  the  world's  most  impor- 
ant  sources  of  capital. 

In  addition,  we  offer  a  superior  quality  of  life-one  that 
ncludes  the  cultural  diversity  of  the  world's  most  exciting 
;ity  as  well  as  the  rural  beauty  of  upstate  New  York. 

For  more  information  on  New  York  State  and  our  finan- 
:ial  and  site  location  assistance  programs,  call  (518)  473- 
1325.  Or  write  to  New  York  State  Department  of  Economic 
development,  One  Commerce  Plaza,  Albany  New  York 
12245. 

VIEW  YORK  STATE. 


NEW  YORK- Niagara  County  6 

The  Power  of  Niagara  Can  Work 
forVbuL** 

The  power  of  Niagara  County  is  not  limited  to  the  mighty 
cataracts.  The  power  is  our  Western  New  York  location, 
with  55%  of  the  total  U.S.  population  and  63%  of  the  total 
Canadian  population  within  one  days  drive.  The  power  is 
our  workforce,  experienced  and  dedicated  with  an  edu- 
cation system  that  supports  them.  The  power  of  Niagara 
County  IS  our  Foreign  Trade  Zone,  Economic  Development 
Zone  and  financial  incentives.  The  power  is  our  three  inter- 
national bridges  to  Canada  which  enables  you  to  take  ad- 
vantage of  the  U.S. -Canada  Free  Trade  Agreement.  Contact 
our  Economic  Development  Professionals  and  let  them 
show  you  the  power  of  Niagara  County 

...  Let  Us  Put  the  Power  of  Niagara  County  into  Your 
Hands! 


Contact: 
Niagara  County 
Industrial  Development 
Agency 
59  Park  Avenue 
Lockport,  New  York  14094 
Td:  (716) 433-4492 
Fax:  (716)  439-9071 


NIAGARA  COUNTY 
INDUSTRIAL 
DCVHOPMENT 
AOENCY 


TENNESSEE  8 

Tennessee's  Resource  Valley: 

Location 

Labor 

Technology  Center 

Located  in  the  heart  of  East  Tennessee  between  the  Smoky 
Mountains  and  the  Cumberlands,  the  Resource  Valley  of- 
fers all  of  the  resources  your  company  will  ever  need ...  For 
business  .  For  life.  Tennessee's  Resource  Valley  is  found  at 
the  juncture  of  three  major  interstates  (40,  75  and  81),  and 
square  in  the  middle  of  the  dynamic  1-75  North/South  In- 
dustrial Corridor.  Fueled  by  the  cooperative  efforts  of  the 
Oak  Ridge  National  Laboratory  the  University  of  Tennessee 
and  the  state  sponsored  Technology  Corridor,  the 
Resource  Valley  is  a  leader  in  technology  transfer  These 
institutions  are  pioneering  world-renowned  research  in 
many  areas  such  as  biotechnology  materials  science,  in- 
strumentation and  controls,  waste  management  and  infor- 
mation science.  FORBES  has  named  them  "one  of  Ameri- 
ca's top  high  technology  hotspots." 


/BV/VSSiSFS 
A  Community  of  15  Counties  in  East  Tennessee 
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BELGIUM  9 

i  Place  of  Growing  Harvest 

Internai  economic  boom. 

Close  to  the  Brussels  decisions  centers  of  the  EEC  + 
Central  seographical  position. 

Highly  skilled  and  competitive  work-force  in  terms  of 
cost  per  unit. 

One  of  the  densest  transportation  network  in  Europe. 
Up-to-date  telecommunication  network. 
Attractive  tax  allowances  and  investment  incentives. 
One  of  the  world  best  education  systems. 
Extended  and  cheap  real  estate  possibilities  in  compari- 
son with  neighbouring  countries. 
Universities  associated  with  Research  &  Development 
Centers,  teleport  and  well  equipped  industrial  areas. 
Touristic,  cultural  and  environmental  quality 

abinet  de  Monsieur  Bernard  ANSELAAE 
iinistre-President  de  I'Executif  Regional  Wallon 
srvice  de  Promotion  des  Investissements  Etrangers 
:l.:  (32)  081  '  24  87  21 
(32)  081 / 24  87  29 
ix.:(32)  081  24  87  56 
1,  Avenue  Gouverneur  Bovesse 
100  JAMBES  -  NAMUR  -  BELGIUM 


CANADA- Hamilton  io 

Greater  Hamilton 

Strategically  located  within  Canada's  dynamic  "Golden 
Horseshoe"  Greater  Hamilton  is  enjoying  tremendous  eco- 
nomic grov«4:h.  Our  state  of  the  art  steel  industry  and  inten- 
sive diversification  has  fueled  office  construction  and 
rapid  service  sector  development. 

Affordable  housing  and  above  average  income  help 
residents  enjoy  an  unsurpassed  quality  of  life. 

McMaster  University  and  Medical  Centre  and  the  Hamil- 
ton Civic  Hospital  Association  are  breaking  ground  in  the 
health  care  field.  Advanced  research  and  development  is 
a  catalyst  for  a  new  Lifesciences  Technology  Business  Park. 
With  the  addition  of  Mohavv^  College's  technical  training, 
park  tenants  will  find  a  compatible  environment  for  new 
product  development. 

Information: 

Regional  Municipality  of  Hamilton-Wentworth 
Economic  Development  Department 
1  James  St.  South 
Third  Floor 

Hamilton,  Ontario  .  j 


L8P  4R5 


GREATER 

HAMILTON 


CANADA-Metro  Quebec  1 1 

Aetro  Quebec, 
^erica,  European  Style 

.t  the  crossroads  of  Europe  and  America,  Metro  Quebec 
.  a  strategic  gateway  to  American  and  International 
markets. 

A  year-round  deep  water  port,  with  air,  rail  and  road 
nks  to  major  US  and  Canadian  markets. 

47  industrial  sites  and  89  research  centers  open  to  Japa- 
ese,  European,  American  and  Canadian  investors. 

An  excellent  business  climate,  dedicated  work-force, 
nancial  incentives.  An  internationally  recognized  cultural 
ite  An  extraordinary  quality  of  life. 

.  DYNAMIC  REGION  WITH  HIGH  POTENTIAL 


or  more  irformation: 

a  Societe  de  oromotion  economique 
iu  Quebec  mi^rropolitain 
ean-Paul  Masse,  oresident 
126,  chemin  St-Lc ^ ,  suite  802 
iJuebec  (Quebec;  l  ■  -ada  G15 1E5 
el.;  (418)  681-9700 
ax:  (418)  681-1535 


FRANCE- Le  Bourget  Du  Lac  12 

France -Chambery  Savoie 
Physical  and  Mental  Energy 

Situated  in  France's  second  economic  region,  Savoie  is 
able  to  call  on  130,000  students,  20,000  researchers,  370 
research  centers.  A  population  of  5  million,  one  third  of 
whom  are  under  20,  is  an  added  advantage  for  a  company 
needing  a  highly  qualified,  young  workforce.  Savoie  is  a 
strategic  site  in  Europe:  60mn  from  Lyon  and  Geneva  (in- 
ternational airports),  2hl/2  from  Torino/Italy  5  hours  from 
Stuttgart/'Germany  or  Barcelona/Spain,  30mn  from  Greno- 
ble and  60mn  from  Pans  by  regular  flight  or  3  hours  by  rail 
(TGV  high  speed  tram). 

The  science  park  Savoie  Technolac  offers  all  facilities  to 
innovating  companies.  It  has  completely  integrated  the  re- 
quirements of  decision  makers  by  proposing  on  the  site 
Itself  the  Chambery-Aix  airport. 

Savoie  offers  over  20  business  sites  at  competitive 
prices:  Your  company  will  benefit  from  a  pleasant  environ- 
ment and  will  live  under  the  spotlights  of  the  next  Winter 
Olympics  '92. 

To  get  more  extensive  information: 
XavierJEAN, 

Marketing  Manager  S/WOIE 
Savo,e  Technolac  TECHNOAC 

F-73370  Le  Bourget  du  Lac  -gr^^'r^^r^ 
Tel.  (33)  79  25  28  49  '  ' 

Fax  (33)  79  25  26  18  ^ 
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FRANCE-Marseille-Provence 


13 


Marseille-Provence:  How  To  Reach 
Half  A  Billion  Customers 

Here  are  just  a  few  reasons  why  you  should  consider 
VAarseille-Provence  as  a  unique  investment  opportunity 
«  The  main  Mediterranean  port, 

•  The  third  larsest  French  International  airport  with  direct 
flishts  to  70  worldwide  destinations,  including  New 
York  (Newark  airport), 

'  A  long  standing  tradition  of  international  trade  and  mar- 
keting expertise  with  Europe,  Africa,  and  the  Middle 
East, 

'  A  strong  industrial  center  including  companies  such 
as  ARCO,  EXXON,  Shell,  Aerospatiale,  SGS-Thomson, 
Electronic  Silicone  Structure,  Dupont  de  Nemours, 
Nestle,  Ferruzi,  Bertin,  COMEX. . . 

'  The  second  concentration  of  public  research  laborato- 
ries in  France  and  top-level  universities  spanning  all  aca- 
demic disciplines. 

Chateau-Gombert  Science  Park,  Fos,  high-tech  centers 
and  tax-free  areas  are  among  many  major  investment 
attractions. 


For  more  information: 
Mr  D.  Arrighi  de  Casanova 
Chambre  de  Commerce  et 
d'Industrie  de  Marseille 
Palais  de  la  Bourse 
BP  1856 

13222  Marseille  Cedex  01  -  France 
Tel  (33)  91  91  91  51 
Fax  (33)  91  91  42  25 
Tlx  410091 


— X  \  ■ 

MARSEILLE  PROVENCE 


TAIWAN,  R.O.C.  15 

An  Investment  in  the  Future 
of  the  Pacific  Rim* 

-oreign  investment  in  the  Republic  of  China  on  Taiwan  has 
soared  to  U.S.  $9.7  billion.  Taiwan  offers  a  profitable  and 
secure  investment  in  the  world's  fastest  developing 
'egional  market. 

The  ROC  government's  international  business  policies 
Dffer  tax  holidays,  deferred  income  tax,  R&D  incentives, 
duty-free  capital  imports,  reduced  tax  rates,  investment 
tax  credits,  and  other  support  to  foreign  investors  includ- 
ing intellectual  rights  protection. 

The  ROC'S  Industrial  Develop- 
nent  and  Investment  Center 
;iDIC)  provides  perspective  for- 
eign investors  with  complete 
services  as  their  liaison  with  vari- 
Dus  government  offices  and  pri- 
/ate  businesses.  IDIC  is  your  offi- 
cial guide  to  Taiwan  investment. 

Invest  in  the  future  of  Asia  now, 
invest  in  Taiwan,  contact  IDIC. 


Industnai  Development  and  Invesimeni  Center 
Minislry  ol  Economic  Affairs 

10lh  Floor,  7  Roosewefl  Road  Sec  ^  Taipe- 
Tajwan  Repubi-c  ol  Cnina   Tel  (02t39d72i3 
Tele-  10634  INVEST    Telefax  (02J392-6835 
Technology  Transfer  Service  Center. 

Isl  Fl ,  7  Roosevelt  Rd   Sec  i   Taipe,  Taiwan  Republic  d  China 
fe)  (02)3222506  -  8   fax  (02)3963838 

DCNAA  Invesimeni  &  Trade  OHice. 

^  Division  ol  Coofdinaiion  Council  For  Nonh  American  Altairs.  Otiice  m  USA 

3th  Fl  .  126E,  56lh  Street  New  York  NY  1002?  USA 

rel  (2)2)752-2340   Tele«  426330  CITO  Faj<  (212)826-3615 


FRANCE-Nice 
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The  French  Riviera: 
Leading  the  Field 


Being  Number  One  is  the  French  Riviera  specialty  Not  just 
for  Tourism,  but  also  for  High  Technology  It  is  one  of  the 
most  dynamic  regions  in  France  with; 

■  France's  second  largest  international  airport,  with  direct 
flights  to  83  cities  including  New  York 

•  Sophia  Antipolis,  Europe's  foremost  technopolis  and  a 
pilot-center  for  telecommunications:  700  companies, 
10,500  jobs. 

■  Leading  companies  in  the  field  of  data  processing, 
electronics,  pure  chemistry  biological  and  medical  en- 
gineering, cosmetology  oceanology  telecommuni- 
cations. 

■  Advanced  training  institutions;  unique  throughout 
France. 

■  France's  second  highest  level  of  banking  activity 

With  30  business  sites  and  office  space  at  competitive 
prices,  the  French  Riviera  offers  your  company  the  ideal 
location  -  and  300  days  of  sunshine  per  year! 

For  more  information; 


Cote  d'Azur  Developpement 
(The  French  Riviera  Economic 
Development  agency) 
BP  142 

06003  NICE  Cedex  -  France 
Tel;  (33)  93  92  42  42 
Tlx;Cadelex470134F 
Fax;  (33)  93  80  05  76 


FRENCH 
RIVIERA 


COTE  D'AZUR 


The  advertisers  in  this  directory  representa- 
tives of  countries,  states,  provinces,  cities 
and  industry  are  easer  to  assist  Business 
Week  readers. 

For  additional  information,  refer  to  the 
number  that  appears  in  the  upper  risht- 
hand  corner  of  each  listing  in  the  directory 
Then  circle  the  corresponding  number  on 
the  enclosed  reader  service  card  and  mail. 
Your  requests  will  be  promptly  forwarded 
to  the  advertisers  you  select,  who  will  per- 
sonally contact  you  and  send  you  informa- 
tive literature  free  of  charge. 
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INTERNATIONAL 
HIGHTECH 

Feb. 26,  1990 


Closing  Jan.  22, 1990 


INTERNATIONAL 
HOT  GROWTH 
COMPANIES 

May  21,  1990 

Closing  Apr.  16.  1990 


GLOBAL  1000 
July  16, 1990 

Closing  June  11.  1990 


BUSINESS  WEEK 
.NTER  NATIONAL 


WORLDWIDE 
AUTOMOTIVE 
INDUSTRY 

Apr.  9, 1990 


Closing  Mar.  5,  1990 


INTERNATIONAL 
BANKING 


July  2,  1990 

Closing  May  28.  1990 


GLOBAL  FINANCE 
Oct.  1, 1990 

Closing  Aug.  27,  1990 


90 


;ial 


Spei 
Editorial 
Reports 
Calendar 


Written  by  the  editors  of 
Business  Week,  these  reports  will 
be  a  scheduled  feature  or  cover 
story.  Here's  your  opportunity  to 
match  a  specific  marketing  need 
to  0  compatible  editorial  envi- 
ronment. For  more  information  or 
to  reserve  space,  call  your  local 
Business  Week  International 
representative  today! 


INTERN  AT  lONALma^  ■ 

BijKsines^V^feek 


Fraakhrt:  Perc^  Fahrbock  !69)  72-01 -SI 
Heag  Keag:  Stephen  Marcopoto  S  SM2010 
laateiae:  Irmgard  Fischer  21 '  27-44-11 
leidea:  Brian  Fairdaugh  1 «  493-1451 
Miloa:  Roberto  Uureri  2  890-10-103 
New  Terk:  Hal  Berry  212  512-3S67 
Paris:  Bruno  Hermann  1  42-89-03-81 
StecklielH:  Andrew  Kamig  ij  4400-05 
Tekye:  Paul  Ishii  i3>  581-981  1 
Vieaio:  Hans  Ookor  1:  715-76-84 
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Otb&^copimgrernade  for  the  office.  Ours  are  mack  for  people. 


HEDGEPEIH  PERRONE  S  PAmMRS,  INC 


HEDGHWK  PERRONES  PARTNERS.  INC 


iiHKiii'hni  wmM.  X  iMrsiKs.  inc. 


Take  any  presentation    Change  the  color, 
graphic. 


Reduce  it  33%. 


Re -proportion  it. 


Highlight  important 
captions. 


iiHxifii'imi,  pi;rr()m;s  i>,«rrM3S,  inc. 


Convert  it  to 
an  overhead. 


HCDCEPmi.  PERRONE  S  PUrO,ERS.  INC 


Al  id  knock  out 
B&W'sat30cpm. 


Great  cotor 
on  plain  paper 
at  an  affordable        '"^ . 

price.  -J^^ 


You've  just  previewed  the 
Panasonic '  digital  color  copier. 

Presenting  the  FP-Cl,  from  Panasonic. 
Because  it's  digital,  you'll  be  able  to  custom  tiiilor  graphics  for  every 
presentation.  Because  it  does  black-&-whites  at  30  copies  per  minute,  vou'll 
s;ive  the  cost  of  a  second  copier  Because  it's  so  easy  to  use,  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
^  -»   proprietarv  color  transcription  technology,  you'll  nave  few  paper 
jams  and  off-register  copies. 
Finally  because  it's  so  affordable,  you'll  justifv'  the  purch;Lse  a  lot  easier 
^.    than  you  would  digital  color  copiers  costing  around  $40,(XX). 

The  FP-Cl.  It  brings  a  touch  more  creativity  to  any  office. 
For  the  name  of  vour  nearest  Pan;isonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 

Copiers,  Computet^.  Printers,  Peripherals, 
Typeuriters  and  Facsimiles. 


Panasonic. 


Office  Automation/^^^^^jv^\ 


FP-Cl  Is  shown  accessorized.  ©1989,  Panasonic  Office  Auiomaiion 


conomics 


CITIES  I 


NEW  YORK'S  FUTURE: 
BRIGHT  LIGHTS,  BIG  TROUBLE 


Mayor  Dinkiiis  faces  slower  gro\\1:h,  a  weakened  tax  base — and  huge  expenses 


A cat  has  nine  lives,  but  how  many 
(Joes  a  city  have?  New  York  may 
soon  find  out.  Back  in  1975,  the 
city  was  left  for  dead,  buried  under  a 
mountain  of  debt.  But  America's 
Gotham  resurrected  itself,  putting  its 
fiscal  books  back  in  order  and  riding 
high  on  Wall  Street's  energ\',  until  just 
the  sight  of  Manhattan's  downtown  sky- 
line in  a  movie  was  enough  to  conjure  up 
images  of  power  and  wealth. 

But  the  part\-  is  over,  and  these  days 
New  York  is  more  reminiscent  of  a 
scene  from  the  movie  Batman  than 
from  Wall  Street.  Problems  long  ig- 
nored are  demanding  attention,  and  the 
resources  needed  to  solve  them  are  be 
coming  scarcer.  Water  mains  burst  reg- 
ularly, homelessness  and  drug  use  per- 
vade the  streets,  and  much  of  the  city's 
school-age  population  will  never  gradu- 
ate from  high  school.  At  the  same  time, 
employment  in  the  financial  sector  is  de- 
clining, tax  revenues  are  falling  short  of 
expectations,  and  the  city's  budget  sur- 
plus has  disappeared.  A  new  economic 
crisis  is  in  the  making. 

If  New  York  is  to  avert  disaster,  the 
new  mayor,  David  N.  Dinkins,  will  have 
to  be  a  salesman  and  an  entrepreneur. 
Dinkins,  who  eked  out  a  narrow  \ictoi-y. 
won't  be  able  to  count  on  an  expanding 
financial  sector  for  jobs  and  revenues, 
and  the  state  and  federal  governments 
have  money  problems  of  their  own.  So 
his  task  will  be  to  find  new  sources  of 
growth  for  New  York,  while  holding  the 
citj-  together  with  baling  wire  and  glue. 
STALLED  GROWTH.  New  York  is  arguably 
in  better  shape  to  weather  this  crisis 
than  the  last  one.  Back  then,  the  city 
faced  bankruptcy.  But  after  a  period  of 
austerity,  it  was  able  to  ride  two  of  the 
most  powerful  economic  waves  of  the 
1980s.  The  bull  market  in  stocks 
powered  employment  on  Wall  Street.  At 
the  same  time,  the  boom  in  world  trade 
and  finance  generated  insurance,  legal, 
and  brokerage  jobs,  even  when  the 
goods  didn't  physically  pass  through  the 
citj'.  As  mounting  trade  deficits  were 
bur\"ing  Detroit,  borrowed  money  for 
imports  flowed  through  Manhattan's  fi- 
nancial markets  and  created  jobs. 
But  the  engines  of  growth  for  this 
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region  have  seen  their  best  days,  warns 
Steven  R.  Malin,  regional  economist  at 
the  Conference  Board.  The  hammerblow 
of  the  October,  1987,  crash  stopped  the 
financial  services  boom  in  its  tracks. 
Since  then,  Wall  Street  has  been  a  drag 
on  the  citj''s  economy,  losing  17,000  posi- 
tions— about  ll'^f  of  its  jobs.  Banks, 
weakened  by  the  S&L  crisis  and  bad 
loans,  have  also  shrunk  by  about  10,000 
jobs.  And  the  contraction  continues.  On 
Nov.  6,  Shearson  Lehman  Hutton  Inc. 
announced  a  new  round  of  layoffs, 
which  could  affect  up  to  800  employees. 
Further  sharp  drops  in  the  stock  market. 


like  the  190-point  decline  of  Oct. 
could  cause  another  bloodbath. 

If  the  financial  sector  were  the  or 
weak  part  of  New  York's  economy, 
city  could  still  prosper — but  the  slo 
down  is  all-encompassing.  New  constn 
tion  has  been  winding  down  as  Manhis 
tan  vacancy  rates  increase.  Such  k 
industries  as  broadcasting  and  publis  IF 
ing  have  been  restructuring  and  cuttii 
jobs.  Even  tourism  has  proved  unc 
pendable.  The  softening  U.  S.  econor 
has  discouraged  domestic  travel,  and  t 
dollar's  recent  strength  has  inhibit 
foreign  tourists.  The  New  York  Conve  . 


&  Visitors  Bureau  is  reporting  a 
)  drop-off  in  visitors  to  New  York 
compared  with  last  year,  with  ho- 
restaurants,  and  museums  all  re- 
ing  less  business. 

onetheless,  the  new  mayor  has  some 
ithing  time  before  the  coming  eco- 
ic  crisis  hits.  Government  hiring 
■  the  last  two  years  has  kept  employ- 
t  from  falling.  And  tax  revenues, 
e  below  expectations,  are  still  rising, 
ffect.  New  York  City  is  reaping  de- 
d  benefits  from  the  time  of  prosperi- 
i'roperty  tax  assessments  are  still  in 
process  of  being  adjusted  upward 
r  the  long  real  estate  boom.  Reve- 
!  from  personal  income  tax  have 
ed  strong,  much  to  the  surprise  of 
e  who  predicted  a  falloff  in  income 
r  the  stock  market  crash.  Recently 
ised  figures  show  that  average  an- 
,  pay  in  New  York  City  rose  by  9.1% 
)88,"  the  largest  gain  since  1982.  But 
payroll  growth  is  unlikely  to  contin- 
actes  Samuel  M.  Ehrenhalt,  regional 
missioner  of  the  Bureau  of  Labor 
istics. 

le  early  signs  of  economic  weakness 
already  showing  up  in  lower-than- 
?cted  collections  from  the  corporate 
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profits  tax  and  the  sales 
tax,  which  make  up 
about  40%'  of  the  city's 
total  tax  take.  In  fiscal 
1990,  these  collections 
are  only  expected  to 
rise  2.7%  and  4.8%,  re- 
spectively (chart).  The 
real  estate  transfer  tax, 
collected  every  time 
real  estate  changes 
hands,  is  also  bringing 
in  fewer  dollars.  Ac- 
cording to  Allen  Proc- 
tor, deputy  budget  di- 
rector of  New  York's 
Office  of  Management 
&  Budget,  the  number 
of  real  estate  transac- 
tions in  the  city  has 
dropped  by  25%  during 
the  past  three  months. 

True,  not  everyone  is  distressed  by 
the  prospect  of  a  more  moderate  pace. 
The  frenetic  real  estate  market  of  the 
1980s  put  the  squeeze  on  many  small- 
business  owners  and  lower-income  fam- 
ilies. They  would  welcome  lower  rents 
and  softer  real  estate  prices.  But  slow 
growth  may  be  a  tricky  balancing  act  to 
maintain.  As  the  local 
economy  cools  down, 
so  will  tax  revenues, 
making  it  even  hard- 
er to  find  the  money 
to  rebuild  bridges, 
ensure  public  safety, 
and  provide  children 
with  a  good  educa- 
tion. Dinkins  will  also 
have  to  find  the  mon- 
ey to  meet  the  de- 
mands of  powerful 
municipal  unions 
whose  contracts  soon 
expire  and  who  sup- 
ported him  in  the 
election. 

It's  hard  to  see 
where  the  resources 
to  meet  all  of  these 
needs  will  come 
from.  A  recent  fore- 
cast by  economist 
Matthew  Drennan  of 
New  York  University 
predicts  a  loss  of 
34,000  jobs  in  New 
York  City  over  the 
next  year,  with  em- 
ployment not  re- 
bounding to  current 
levels  until  1993.  And 
when  those  jobs  are 
lost,  so  will  be  the 
tax  revenues. 

A  tax  increase  is 
certainly  a  possibili- 
ty. But  the  city's  pop- 
ulation pays  heavy 


CAN  DINKINS  FIND  THE  MONEY 
TO  MEET  THE  CITY'S  NEEDS? 
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taxes  now.  New  York's 
wage  costs  are  already 
the  highest  in  the  coun- 
try, while  its  housing 
costs  are  among  the 
highest.  Raising  taxes 
would  run  the  risk  of 
making  it  even  harder 
for  New  York  to  keep 
the  jobs  it  already  has. 

So  the  city  desperate- 
ly needs  to  find  a  new 
source  of  growth  to  re- 
place financial  services. 
One  possibility,  sug- 
gests Rosemary  Scan- 
Ion,  chief  economist  at 
the  Port  Authority  of 
New  York  &  New  Jer- 
sey, is  that  after  1992, 
New  York  will  become 
a  gateway  to  an  economically  resurgent 
Europe,  just  as  Los  Angeles  benefits 
from  Japan's  economic  strength.  This 
could  provide  additional  traffic  at  New 
York's  docks  and  airports,  as  well  as 
boost  the  incomes  of  lawyers  and  adver- 
tisers doing  business  with  Europeans. 
FLIGHT  TO  THE  BURBS.  Scanlon's  idea, 
however,  is  more  hope  than  forecast. 
"We're  not  going  to  revive  the  [commer- 
cial] waterfront,"  says  Malin.  "It's  too 
expensive  to  go  in  and  out  of  New  York 
ports."  And  while  Kennedy  Airport  has 
the  lion's  share  of  U.  S.  air  traffic  now, 
that  can  change  as  traffic  increases  to 
more  vibrant  regions  and  it  becomes 
cheaper  to  ship  directly  to  them.  Many 
business  service  companies  with  multi- 
national operations  are  finding  they  can 
operate  just  as  well  out  of  London,  To- 
kyo, or  even  New  Jersey.  The.se  compa- 
nies demand  highly  skilled  workers  to 
fill  clerical  and  technical  jobs — and  New 
York  is  having  a  hard  time  supplying 
them.  The  city's  high  schools  have  a 
dropout  rate  of  more  than  30%,  and  even 
those  who  graduate  often  lack  reading 
and  math  skills. 

So  employers  continue  to  retreat  to 
the  suburbs,  where  skilled  workers  are 
more  available  and  rents  are  cheaper.  As 
back  offices  move  out  of  Manhattan  to 
cheaper  space  in  New  Jersey  and  West- 
chester County,  the  vacancy  rate  for  sec- 
ondary office  space  in  the  Wall  Street 
area  keeps  rising.  In  September,  the  rate 
hit  23.5%. 

Still,  New  York's  glittering  image,  tar- 
nished as  it  may  be,  remains  its  choicest 
asset.  Dinkins  will  have  to  make  sure 
that  the  suburban  lure  of  cheaper  rents 
and  a  higher-quality  work  force  doesn't 
win  out  over  the  lure  of  the  Big  Apple. 
He  faces  the  difficult  task  of  both  pol- 
ishing the  city's  image  and  managing  its 
dwindling  resources.  If  Dinkens  can  do 
that,  then  New  York  City's  decline  is  not 
foreordained. 

By  Michael  J.  Mandel  in  New  York 
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17,000  JOBS  HAVE  I 
VANISHED  ON  WAL^ 
STREET  SINCE  I9S7  ^ 


THE  SQUEEZE  ON  YOUR  HEALTH 


For  millions  of  Americans,  it  has  be- 
come a  rite  of  autumn,  as  common 
as  jack-o'-lanterns  and  Thanksgiv- 
ing turkey.  Perhaps  it  has  happened  to 
you.  You  arrive  home  from  work  one 
day,  reach  for  your  mail,  and  there  it 
is — the  Big  Envelope.  Maybe  you  give  a 
silent  groan.  Because  just  a  glance  tells 
you  that  inside  is  your  company's  re- 
vised, flexible,  "innovative"  new  health 
plan.  It's  probably  going  to  restrict  your 
freedom  to  choose  a  doctor,  trim  some 
popular  benefits,  and  cost  you  more. 

Not  to  worry,  says  the  accompanying 
letter.  In  the  long  run,  all  employees  will 
gain  from  the  crusade  to  rein  in  run- 
away medical  costs.  But  in  the  short 
run,  all  you  can  think  of  is  the  bite  the 
changes  will  take  out  of  your  family 
budget.  Ouch! 

If  the  Big  Envelope  hasn't  reached 
you  yet,  brace  yourself.  As  the  year 
winds  to  a  close,  variations  on  this  un- 
settling tableau  are  being  played  out  all 
across  the  nation.  Here's  why:  Corporate 
America,  alarmed  by  health  care  costs 
that  are  rising  at  about  three  times  the 


overall  inflation  rate,  is  mounting  an 
all-out  campaign  to  get  a  grip  on 
health  spending.  For  years,  busi- 
ness has  been  losing  control,  even 
though  it  has  been  fighting  shoul- 
der-to-shoulder with  the  federal 
government.  Washington  has  taken 
the  lead  by  setting  limits  on  how 
much  it  will  pay  to  treat  medicare 
patients  in  hospitals,  and  soon  it  is 
likely  to  apply  stringent  restrictions 
on  doctors  as  well.  Corporations 
have  tried  an  even  wider  array  of 
measures:  increasing  workers' 
share  of  insurance  or  treatment 
costs,  driving  workers  into  group 
medical  plans,  insisting  on  ap- 
proval of  many  hospital  proce- 
dures, and  requiring  more  outpa- 
tient care. 

Very  little  of  it  has  fulfilled 
companies'  hopes,  largely  be- 
cause neither  doctors  nor  pa- 
tients yet  have  very  strong  in- 
centives to  make  price  a  factor 
in  obtaining  or  dispensing 
care.  Limits  on  what  the  gov- 


■  COMPANIES  HAVE 
TO  MAKE  SOME 
TOUGH  CHOICES. 
WHAT  ELSE  CAN 
YOU  DO  WHEN 
HEALTH  BENEFITS 
ADD  $700  TO  THE 
COST  OF  A  CAR? 


BENEFITS 
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ernment  or  insurers  will  p^KS  t 
for  tests  have  apparent 
prompted  doctors  to  perfor 
more  tests.  And  higher  insi 
ance   premiums   for  patien 
still  provide  little  incentive  f  utm 
patients  to  seek  out  cheaper  do 
tors.  No  wonder  that  the  nation  m 
medical  bill  has  swollen  to  $5 
billion  annually,  or  about  117^ 
total  economic  output — the  bi 
gest  of  any  industrialized  cou 
try.  For  corporations,  the  avelsiiln 
age  cost  of  providing  healt 
benefits  is  expected  to  rise  16.5 
this  year,  according  to  the  benliikei 
fits  consulting  firm  A.  Fost( 
Higgins  &  Co.  That  comes  o  i-ilie 
the  heels  of  an  18.6%  rise 
1988.  "What  is  truly  frightei  fi 
ing,"  says  Richard  B.  Spitznas  ks  ai 
benefits  chief  for  Georgia-Paci 
ic  Corp.,  "is  the  inability  of  an 
company,  even  one  as  large  £  te 
ours,  to  contain  health  car  sistei 
costs."  Jiner 
Those  costs  can  be  punisl 
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Since  1982,  business  health  care  ex- 
;es  have  run  at  about  6%  of  total 
r  compensation,  up  from  A%  or  so  in 
mid-1970s.  Chrysler  looks  at  it  this 
:  Health  benefits  cost  it  $700  per  car, 
pared  with  $200  per  car  for  its  for- 

compe  titers. 

'ustration  is  leading  companies  to 
idon  or  sharply  curtail  their  tradi- 
il  health  plans,  in  effect  steering  em- 
ees  to  doctors  and  hospitals  who 
ie  to  provide  services  at  discount 
s.  These  preferred  provider  organi- 
)ns  (PPOs)  are  attempts  to  inject 
e  market  dynamics  into  a  medical 
ession  that  has  largely  been  ruled 
I  blank-check  mentality.  But  in  the 
ess,  the  corporate  stampede  to  PPOs 
similar  approaches  is  threatening 
of  the  most  hallowed  traditions  of 
;rican  medicine — the  right  of  pa- 
:s  to  choose  their  doctors. 
,DEN  HANDCUFF.'  In  essence,  compa- 
and  big  insurers  are  stepping  up  the 
sure  for  the  collectivization  of  medi- 
care. They  are  doing  it  by  shifting 
r  focus  to  hands-on  "managed  care," 
;h  often  involves  negotiating  fees  or 
swing  doctors'  performance.  Even  if 
e  drastic  measures  succeed  where 
'ious  efforts  to  hold  down  costs  have 
;d,  companies'  more  active  role  in 
th  care  will  force  them  to  cope  with 
)tentially  even  more  explosive  prob- 
— the  quality  of  care, 
srtainly  the  cost  issue  alone  has  trig- 
id  plenty  of  trauma  in  management 
3S  and  on  factory  floors.  Benefits, 
ther  explicit  or  implied,  form  a  large 
,  of  the  "golden  handcuff"  that  binds 
kers  to  their  employers.  Indeed,  polls 
>istently  show  that  the  vast  majority 
Lmericans  view  health  care  as  a  basic 
t.  But  as  companies  try  to  slash  gen- 
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erous  health  care  packages  in  labor  con- 
tracts, they  are  meeting  stiff  resistance 
from  unionized  workers.  The  Federal 
Mediation  &  Conciliation  Service  esti- 
mates that  607'  of  the  85  strikes  it  is 
mediating  involve  health  benefits  issues. 

Take  the  case  of  Nynex  Corp.,  one 
of  the  regional  Baby 
Bell  companies.  Three 
months  ago,  60,000 
unionized  workers  in 
New  York  State  and 
New  England  went  on 
strike  against  the  com- 
pany, largely  to  protest 
a  management  demand 
that  employees  begin 
paying  part  of  their  in- 
surance premiums,  be- 
ginning with  $8  a  week 
this  year.  They're  still 
walking  the  picket  line. 

At  Nynex  and  other 
labor  battlegrounds, 
workers  bristle  at  the 
demand  that  they  share 
more  of  the  cost  of 
their  health  care.  Union 
members  say  they  won  their  health 
benefits  by  settling  for  smaller  raises. 
Thus,  getting  socked  for  insurance  pre- 
miums amounts  to  another  pay  cut.  And 
many  workers  are  not  thrilled  at  cost 
constraint  via  the  company-selected  PPO 
doctors.  "I  don't  want  someone  else  to 
pick  and  choose  some  flunky  to  operate 
on  my  kids,"  says  Maureen  Schnibbe,  a 
Nynex  striker. 

A  major  source  of  unrest  is  less  visi- 
ble. That's  because  benefits  shock  is 
spreading  to  managerial  ranks  as  well. 
Middle  managers,  already  battered  by 
downsizing  and  corporate  consolidations, 
now  worry  about  vanishing  medical 


e  had 
no  choice  but 
to  redesign  our 
plan.  It's  not 
cost  containment 
It's  cost  shifting. 
Employees  are 
going  to  have  to 
pay  more' 


benefits.  Corporations  that  continually 
chip  away  at  benefits  risk  "losing  en^- 
ployees  to  companies  with  better  health 
plans,"  warns  Dr.  Arnold  Milstein,  a  San 
Francisco-based  health  consultant.  In- 
deed, Coca-Cola  Co.  is  one  company  that 
prides  itself  on  still  offering  employees 
fully  paid  health  nibur- 
ance,  even  though  its 
costs  are  rising  27','  a 
year. 

Not  many  companies, 
however,  are  as  large 
as  Coca-Cola,  with  $10 
billion  in  sales,  nor  do 
they  boast  its  fat  profit 
margins.  For  the  small- 
er ones,  the  first  line  of 
attack  is  obvious:  .>hift 
some  of  the  cost  to  the 
workers  (charts).  Geor- 
gia-Pacific is  one  of 
hundreds  of  euiiipaiiies 
going  this  route.  After 
years  of  paying  no  in- 
surance prt'iuiums  f(ir 
family  care,  Georgia-Pa- 
cific's l:i,000  salaried 
workers  soon  will  have  to  pony  up  $2.")  a 
month  to  cover  their  dependents.  Em- 
ployees' yearly  deductibles  will  rise  .A)  < , 
to  $300.  "We  had  no  choice  but  to  rede- 
sign our  plan,"  Spitznass  says.  "It's  not 
cost  containment.  It's  cost  shifting.  Em- 
ployees are  going  to  have  to  pay  more." 
'WE  GET  SUED.  Some  employees  are 
fighting  l)ack.  When  CM  tried  to  force 
salaried  employees  and  retirees  to  cover 
more  of  their  health  care  costs,  the  pen- 
sioners rebelled.  In  August,  lawyers  rep- 
resenting 84,000  GM  retirees  filed  a  class 
action  in  U.  S.  District  Court  in  Los  An- 
geles charging  that  the  company  violat- 
ed a  promise  of  lifetime  health  bene- 
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fits.  "Other  companies  get  employees 
and  retirees  to  pay  for  part  of  the  cost," 
moans  Thomas  J.  Morr,  general  director 
of  employee  benefits.  "We  get  sued." 

Rather  than  simply  shifting  costs 
within  existing  benefit  programs,  many 
corporations  are  taking  a  more  radical 
approach.  They  are  restructuring  cover- 
age to  force  as  many  employees  as  pos- 
sible into  managed-care  programs.  If 
workers  choose  to  retain  features  of  tra- 
ditional plans,  including  the  use  of  physi- 
cians who  are  not  members  of  the  PPO, 
their  co-payments  and  deductibles  rise 
sharply.  That  helps  explain  why  PPOs, 
now  offered  by  307'  of  companies,  are 
the  fastest-growing  alternative  to  tradi- 
tional insurance. 

St.  Louis-based  Southwestern  Bell  is 
on  the  cutting  edge  of  the  PPO  experi- 
ment. Employees  in  its  plan  pay  only  $5 
for  most  office  visits  if  they  use  a  doctor 
selected  by  Prudential  Insurance  Co., 
the  company's  insurer.  Southwestern 
Bell  also  picks  up  the  full  tab  for  hospi- 
tal stays,  physicals,  and  routine  pediatric 
care.  If  employees  use  doctors  outside 
the  PPO  network,  they  must  pay  a  $300 
deductible  for  individual  coverage  and 
pick  up  207"  of  all  costs.  Before  South- 
western's  plan  began,  employees  "didn't 
have  a  financial  stake  in  purchasing 
health  care,"  says  Craig  E.  Campbell, 
associate  benefits  director. 

Many  health  care  analysts  believe  the 
move  to  PPOs  is  only  a  first  step  toward 
a  more  rigid  benefits  system.  Once  pa- 


tients are  resigned  to  doing  without 
their  favorite  doctors,  companies  may 
try  to  all  but  eliminate  workers'  ability 
to  choose  an  "out-of-network"  doctor. 
Southern  California  Edison,  for  example, 
is  studying  "exclusive  provider  options." 
Under  this  system,  patients  are  covered 
only  if  they  see  a  participating  doctor. 

A  source  of  great  frustration  for  com- 
panies is  not  knowing  from  year  to  year 
what  their  costs  will  be.  Not  so  for  Al- 
lied-Signal Inc.  Last  year,  it  signed  a 
three-year  contract  in  which  insurer 
CIGNA  Corp.  agreed  to  bear  the  risk  for 
any  cost  increases  above  107-  a  year. 
Emiployees  pay  little  if  they  enter  into 
CIGNA's  network  of  doctors. 

Allied-Signal  turned  to  CIGNA  after 
health  costs  soared  397-  in  1987.  Many 
younger,  healthy  Allied-Signal  workers 
were  choosing  HMOs,  while  older  employ- 
ees with  bigger  claims  stayed  in  the  tra- 
ditional plans.  The  premiums  of  those 
plans  skyrocketed.  And  because  federal 
law,  until  recently,  required  that  employ- 
ers pay  HMO  fees  equal  to  their  conven- 
tional insurance  premiums,  HMO  costs 
rose  too. 

PIONEERS.  All  of  these  companies  have 
one  thing  in  common — they  are  exercis- 
ing much  greater  control  over  providers. 
Gillette  Co.  has  been  a  pioneer.  Three 
decades  ago,  it  set  up  a  clinic  and 
staffed  it  with  salaried  doctors,  a  move 
it  estimates  saves  $650,000  a  year  on  a 
$13  million  health  bill.  Goodyear  Tire  & 
Rubber  Co.  has  followed  Gillette's  lead 


by  setting  up  three  medical  cent 
around  the  country. 

Florida  Power  &  Light  Co.  ha^i 
gone  into  the  medical  business,  but 
intervening  directly  in  medical  decisiij 
to  control  the  costs  of  its  self-insu 
medical  plan.  Nurses  hired  by  Ae 
Life  &  Casualty,  which  administers 
plan,  visit  hospitals  used  by  FPL  empl 
ees  to  review  charts,  audit  bills,  ; 
oversee  discharges.  If  a  nurse  feels 
patient  doesn't  belong  in  the  hospital 
or  she  will  recommend  discharge.  ' 
doctor  has  the  last  word  on  keeping 
patient  hospitalized,  but  the  decisior 
subject  to  later  review  by  Aetna, 
are  not  combative,"  says  Michael  IV 
horn,  an  insurance  supervisor  for  1 1 
"We  want  to  be  sure  we  get  our  ni| 
ey's  worth." 

Indeed,   companies  are  proving 
sourceful  in  their  efforts.  In  a  plan 
ing  considered  with  United  HealthCll 
Corp.,  Safeway  Stores  Inc.  would  sti 
its  medical  records  to  identify  patie 
likely  to  run  up  big  health  claims.  Th 
selected  would  be  assigned  to  a  Unil 
Health  case  manager,  who  would  rec( 
mend  future  treatment.  J.  C.  Penney 
no  longer  provides  benefits  to  an 
ployee's  spouse  who  is  the  family's  ' 
mary  wage  earner."  Penney  has  b 
sued  several  times  by  disgruntled 
ployees  charging  sex  discrimination, 
the  company  has  prevailed  in  each  c; 

"Wellness"  programs  are  also  a  poji 
lar  approach  for  experimentation.  Th 
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'Managed  care'  has 
created  enormous 
tensions — on  the 
plant  floor, 
inside  the  medical 
profession,  and 
in  management 
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'ornia-style  fitness  programs  encour- 

employees  to  stop  smoking,  eat 
;,  and  exercise.  That,  the  theory 
,  should  shrink  medical  bills.  But 
3  companies,  such  as  troubled  Con- 
Data  Corp.,  are  finding  they  can't 
'd  to  wait  for  the  long-term  payoff, 
recently  abandoned  its  program. 
rOR  BILLS.  For  all  this  activity  there 
;  yet  little  convincing  evidence  that 
[•esult  will  be  a  significantly  slower 
!ase  in  health  care  costs.  PPOs  have 
only  limited  success  so  far.  True, 

may  force  some  doctors  to  reduce 
fees  charged  for  each  service,  but 
lard  to  stop  physicians  from  making 
le  loss  on  volume.  "Doctors  can  ask 
tient  to  come  back  more  often  or 
r  more  lab  tests,"  says  Peter  Bo- 

a  Berkeley  (Calif.)  health  care  con- 
int.  About  half  of  companies  sur- 
d  by  Foster-Higgins  found  that 

PPOs  had  no  appreciable  effect  on 
■aining  costs. 

lysicians  have  shown  a  remarkable 
:y  to  frustrate  attempts  to  control 
;.  Efforts  by  the  federal  government 
corporations  to  slow  the  rise  of  hos- 

costs  have  been  partially  success- 
But  doctors  have  adapted  by  per- 
ling  more  outpatient  procedures, 
e  the  growth  in  hospital  costs  has 

halved  since  1982,  employer  costs 
outpatient  services  have  soared, 
ical  bills  are  also  being  pushed  sky- 
l  by  the  costs  of  expensive  new  tech- 
^  and  the  physicians'  belief  that 

need  to  practice  defensive  medicine 
ard  off  malpractice  suits. 


5 


Even  a  glut  of  doctors  hasn't  slowed 
cost  increases.  In  a  normal  market,  com- 
petition would  drive  prices  down.  But 
the  medical  marketplace  currently  works 
like  no  other.  Until  now,  patients  haven't 
paid  directly  for  health  care  and  can't 
judge  its  quality — and  the  doctors  know 
it.  "Therefore,  anything 
is  0.  K.,"  says  Walter 
McClure,  director  of  the 
Center  for  Policy  Stud- 
ies in  Minneapolis.  "You 
have  more  and  more 
doctors  chasing  fewer 
patients — but  they  can 
do  more  on  each  one." 

The  quality  of  care 
could  well  be  the  most 
troubling  aspect  of 
managed-care  plans. 
While  consumers  can 
easily  find  evaluations 
of  cars,  toasters,  and 
lawn  mowers,  the  new 
plans  leave  workers  at 
the  mercy  of  the  PPO  or 
HMO  that  the  company 
chooses.  Many  seasoned 
doctors  are  going  into  these  plans,  espe- 
cially in  markets  where  the  corporate 
plans  are  siphoning  off  traditional  pa- 
tients. But  critics  worry  that  top-quality 
practitioners  don't  necessarily  make  the 
list  for  PPOs.  These  doctors  are  "only 
preferred  because  you  get  a  discount, 
not  because  they're  the  best  doctors," 
charges  Richard  A.  Hinden,  a  Chicago 
attorney. 

Though  a  few  surveys  indicate  that 


ome 
frustrated 
executives  are 
thinking  the 
unthinkable — 
a  national  health 
care  system 
managed  by  the 
government 


patients  are  satisfied  with  the  care  they 
receive  in  these  plans,  some  workers  be- 
lieve that  cut-rate  medicine  is  inferior.  A 
department-store  employee  in  Skokie, 
111.,  complains  that  when  she  went  to  her 
HMO  doctor  with  bladder  trouble,  she  got 
cursory  treatment.  "He  just  looked  at 
me  and  gave  me  a  pre- 
scription," she  says. 
"The  doctors  are  very 
much  second-rate.  If  I 
ever  needed  a  bypass,  I 
wouldn't  go  to  them." 

If  employees  take 
their  grievances  with 
managed  care  to  court, 
companies  may  discover 
a  downside  to  the  cost- 
containment  craze:  vul- 
nerability to  malprac- 
tice suits.  Employers 
worry  that  they  could 
be  held  liable  if  a  doctor 
listed  as  qualified  made 
a  serious  mistake 
(BW— Oct.  30). 

To  protect  them- 
selves, companies  must 
monitor  the  performance  of  managed- 
care  providers  very  closely.  "Until  now, 
PPOs  have  been  sought  for  discounts. 
The  critical  piece — how  well  these  pro- 
viders perform — isn't  there  yet  for  the 
most  part,"  says  Carol  A.  Cronin,  vice- 
president  of  the  Washington  Business 
Group  on  Health,  an  employer-funded 
research  organization. 

As  a  result,  health  care  managers  are 
taking  a  far  more  aggressive  approach. 


ew  plans  skimp  on  advanced  medicine? 


Benefits  shock  is  spreading  to  management 
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TCikmg  Six  Mjonflis  Tjo  BuiiH  One 
i>eems  Quite  ReasonaUe  ConsJermg  HowLoni 
An  OwnerM^ay  Keep  Oneo 


^kea  as  lon^  to  build  a  Rolls- 
.'cc  motor  car  today  as  it  did 
rly  a  century  ago. 
]^ut  then  handcraftsmanship  is 
iring,  patient  process  that  cannot 
lurried. 

And  today,  still,  this  nearly  lost 
form  is  the  pivotal  difference 
iveen  Rolls-Royce  motor  cars 
:  all  others -creating  automobiles 
;uperbly  engineered,  so  exqui- 
ly  finished,  they  live  up  to  the 
ectations  of  the  most  demanding 
icrs  in  the  world. 

Bonding  In  A 
Nev>  Perspective. 

;r  half  of  all  Rolls-Royce  motor 
^  built  since  ]9()4  are  still  gliding 
ig  the  road. 

Others  are  in  prized  collections 
:  museums. 

Some  are  in  collections  of 
lers  who  simply  haven't  been 
;  to  part  with  their  first  Rolls- 
ee  motor  car.  Or  their  second. 
:hird. 

And  some  owners  have  become 
ittached  to  their  Rolls-Royce 
or  cars  that,  much  like  family 
looms ,  they  have  been  passed 
rom  generation  to  generation. 

Legends  i\re  iMade  Of  Tliis. 
of  the  first  Rolls-Royce  motor 
;  ex-er  built,  the  1907  Rolls - 
ce  Silver  Ghost ,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simply  The  Best  Motor  Car 
In  The  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  de\'elopment 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched ,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system 
that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 
road  surfaces  and  driving  conditions. 


A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand -cut  and  perfectly  matched 
to  create  veneers  no  two  motor  cars 
will  ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer. 
To  arrange  for  an  appointment, 
or  to  receive  Rolls-Rovce  literature, 
simply  call  1-800-851-8576. 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 
Won't  Be  Tlie  Same,  Either. 

Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

WTiich  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  today's  jj 
homogenized  society. 
Individuality. 
And  how  can  one  ever 
be  the  same  after  that? 


r 


Ro'ii5-P.-iy:  e  Mof:jr  Cais  Inc.,  l^B''>  "nf  ns^n,-.  ■",-.ils-Rcyi,f '  and  the  FiymgLady  mascot  badge  and  radiator  grille  are  registered  trademarks. 


sometimes  second-guessing  doctors  on 
proposed  treatments.  "We  could  get  rid 
of  onefifth  of  what  we  do  and  not  miss 
it,"  says  Dr.  Robert  H.  Brootc,  a  Rand 
Corp.  researcher  who  has  pioneered 
studies  on  the  effectiveness  of  medicine. 
Rand  research  has  found,  for  example, 
that  32'  '  of  carotid  endarterectomies,  a 
procedure  that  cleans  clogged  neck  ar- 
teries, are  unnecessaiy. 
TRIMMING  DOWN.  Companies  increasingly 
see  the  elimination  of  unneeded  ser\'ices 
as  a  key  to  reducing  their  medical  bills. 
A  number  of  insurance  companies  al- 
ready are  using  computer  programs  to 
determine  whether  a  prescribed  treat- 
ment is  necessary.  Other  companies  are 
making  sure  that  doctors  are  not  charg- 
ing too  much.  Southern  New  England 
Telephone,  for  instance,  has  hired  Unit- 
ed Health  Care  Inc. 
of  Baltimore  to  track 
the  performance  and 
fees  of  each  of  the 
physicians  in  its  PPO. 
"We  try  to  work 
with  doctors  who  are 
out  of  line,"  says 
Warren  L.  Moser,  a 
vice-president  with 
United  Health  Care. 

Some  companies 
hope  that  the  de- 
velopment of  data 
bases  with  cost  and 
performance  infor- 
mation could  estab- 
lish a  real  market 
for  the  first  time.  A 
group  of  corpora- 
tions in  Cleveland  is 
planning  a  system 
that  could  force  doc- 
tors and  hospitals  to 
compete  on  the  basis 
of  both  price  and 
quality.  Some  of  the 
city's  biggest  em- 
ployers, including 
General  Electric,  BP 
America,  and  Ohio  Bell,  are  requiring 
hospitals  to  gather  information  on  every 
medical  procedure  performed.  The  corpo- 
rations then  will  be  able  to  compare  hos- 
pitals' costs  and  medical  outcomes,  such 
as  patient  moitality  and  how  frequently 
problems  crop  up  after  treatment.  ""We 
want  the  best  medicine  to  thrive,"  says 
Powell  Woods,  vice-president  of  human 
resources  for  Nestle  Enterprises  Inc..  a 
participant  in  the  Cleveland  program. 
"We  want  the  others  who  are  not  the 
best  to  get  better — or  get  out." 

But  such  tracking  systems  could  pose 
serious  problems  if  dollars-and-cents 
considerations  interfere  with  medical 
judgments.  "There  is  a  potential  for  mis- 
chief here — vou  have  businessmen  who 


think  they  are  doctors,"  says  Jack  A. 
Meyer,  president  of  New  Directions  for 
Policy,  a  Washington  research  group. 
"The  fear  is  that  they  will  think  that 
cheapest  is  best." 

Given  the  sorr\-  track  record  of  past 
cost-control  efforts,  there's  reason  to  be 
skeptical  that  the  current  attempts  will 
succeed.  That's  why  some  frustrated 
corporate  executives  are  beginning  to 
think  the  unthinkable  and  eye  a  national 
health  care  system  managed  by  the  fed- 
eral government.  "There's  little  more  we 
can  do  short  of  a  national  overhaul  of 
the  health  payment  system,"  says  Nan- 
cy L.  Hughes,  group  insurance  manager 
for  Safeway.  For  their  part,  afl-CIO  offi- 
cials will  launch  on  Nov.  15  a  campaign 
for  national  health  care. 

But  no  one  knows  how  the  govern- 


THE  PROPOSED 
NEW  VALUE  SCALE  IN  MEDICINE 


A  commission  of  economists  imd  doctors  appointed  by  Congress  has  come 
up  with  new  fees  for  doctors  under  medicare.  The  so-called  relative-value 
schedule  reflects  technological  advances  that  have  lowered  the  costs  of 
some  operations.  It  also  sets  a  monetan,'  value  on  what  doctors  do. 


HOW  FEES  COMPARE 


WHO  WIHS  AND  LOSES 


Procedure 

Current  Proposed 

SHORT  OFFICE  VISIT 

$23 

$28 

COMPREHENSIVE  CONSULTATION 

93 

104 

TOTAL  HIP  REPLACEMENT 

2,404 

1,985 

CORONARY  ARTERY  BYPASS 

3,894 

2,828 

PARTIAL  REMOVAL  OF  COLON 

1,256 

1,072 

REPAIR  INGUINAL  HERNIA 

588 

414 

PROSTATEQOMY 

1,128 

921 

REMOVE  CATARAQ,  INSERT  LENS 

1,467 

1,164 

ANALYZE  HEAD  CAT  SCAN 

113 

82 

X-RAY  CHEST  EXAM 

12 

10 

ELEQROCARDIOGRAM 

35 

25 

Specialty 


FAMILY  PRAQICE 

38% 

INTERNAL  MEDICINE 

17 

OBSTETRICS,  GYNECOLOGY 

2 

DERMATOLOGY  1 

UROLOGY 

-5 

ORTHOPEDIC  SURGERY 

-7 

OPHTHALMOLOGY 

-11 

GENERAL  SURGERY 

-16 

THORACIC  SURGERY 

-20 

RADIOLOGY 

-21 

PATHOLOGY 

-25 

DATA:  PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


ment,  which  has  had  its  own  failures 
with  medicare,  can  succeed  where  corpo- 
rations have  failed.  On  Mar.  1,  the  Bipar- 
tisan Commission  on  Comprehensive 
Health  Care,  made  up  of  legislators  and 
private  health  care  experts,  is  scheduled 
to  issue  its  recommendations  for  a  na- 
tional strategy".  The  report  is  sure  to 
trigger  a  noisy  debate  over  who  will  get 
stuck  with  the  bill. 

Auto  industr\-  executives  and  a  num- 
ber of  academics  are  exploring  whether 
Canada's  system  could  be  duplicated 
here.  In  Canada,  the  government  fi- 
nances universal  health  care  with  a  com- 
bination of  individual  income  taxes  and 
payroll  taxes.  The  provinces  set  fee 
schedules  and  pay  doctors  and  hospitals. 


Congress  isn't  ready  to  go  that  1 
yet.  But  lawmakers  are  tr>"ing  to  j 
federal  health  care  expenses  under  c( 
trol.  Congress  is  considering  propos; 
that  w^ould  radically  change  the  rei 
bursement  system  for  the  S88  billi 
medicare  program.  One  measure  is  a  f 
schedule  based  on  the  "relative  value 
of  various  medical  ser\ices.  The  relati 
value  scale  rates  procedures  by  taki 
into  consideration  the  time  it  takes 
doctor  to  provide  each  senice,  men 
effort  expended,  and  the  degree  of  dif 
culty  entailed  (table). 

Legislators  also  are  considering 
overall  cap  on  medicare  expenditure 
Under  this  scheme,  Washington  wou 
set  fixed  annual  targets  for  fedei 
spending  on  physicians.  If  doctors  ( 
ceed  an  annual  goal,  the  following  yeai 
budget  would  be  i 
duced,  and  doctoi 
prospective  fe 
would  be  slashe 
too.  Physicians,  pr 
dictably  enoug 
balk  at  the  idea.  "I 
a  meat-ax  way 
controlling  expem 
tures,  which  ul' 
mately  will  result 
the  rationing 
care,"  warns  D 
James  S.  Todd,  a  U 
official  at  the  Amei 
can  Medical  Assn 

Washington's  ne 
approaches  to  tl 
health  cost  proble; 
may  not  bear  fru 
for  years.  In 
meantime,  corpor; 
tions  and  theii"  er 
ployees  will  be  tl 
guinea  pigs  in 
grand  experiment 
determine  whethf 
medical  costs  can 
slashed  withoi 
hurting  the  qualit 


Estimated  percent  change  in  average 
medicare  income  under  proposal 


of  care.  During  this  period  of  intens 
experimentation,  workers  will  have  t 
become  smarter  consumers  as  they  sn 
just  to  frequent  changes  in  benef 
plans. 

It  will  be  turbulent,  it  will  strain  en 
ployer-employee  relations,  and  it's  likel 
to  hurt  your  pocketbook.  But  stayin 
with  an  out-of-control  health  care  syi 
tern  is  one  option  that  the  nation  can  n 
longer  afford. 

By  Susan  B.  Garland  in  Washingtot 
with  John  Hoerr  and  Michelle  Galen 
Xew  York,  Chuck  Hawkins  in  Atlanta,  Ga 
DeGeorge  in  Miami,  Maria  Mallory 
Cleveland.  Jonathan  B.  Levine  in  Sa 
Francisco,  and  bureau  reports 
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An  awesome 
lisplay  of  power. 

Undoubtedly,  the  most  important 
element  of  a  laptop  computer  is 
power.  After  all,  if  you  can't  run 
demanding  applications,  you 
might  as 


Processor  runs  at 
an  incredibly  fast  16MHz. 


'mand  another 
computer.  Preferably 
the  NEC  ProSpeed™  286  laptop 
Powered  by  a  CMOS  80286  processor, 
running  at  a  blinding  16MHz,  the 
ProSpeed  can  accommodate  the 
most  sophisticated  applications. 
It's  equipped  with  one  megabyte 
of  memory  that's  expandable  to 
five.  And  it  comes  with  either  20 
or  40  megabyte  high-speed  hard 
disk  drives.  There's  even  a  model 
with  a  100  megabyte  drive  for 
data-intensive  applications.  Now, 

High-speed 

all  this  makes  a  powerful  j0f^glfl^ 
statement  for  the 
ProSpeed  286. 
But  perhaps 
the  most 
powerful 
statement  is  this: 
quite  simply,  it's  the  m<ist 
powerful  286  laptop  you  can  buy. 


An  awesome 
power  of  display. 

Undoubtedly,  the  most  important 
element  of  a  laptop  computer  is  its 
screen.  After  all,  if  what  you're 
looking  at  isn't  very  clear,  then 
clearly  you  need  another  computer. 
Preferably  the  NEC  ProSpeed  286. 
Engineered  with  an  advanced 
screen  technology,  the  ProSpeed 
gives  you  crisp,  bright,  black-and- 
white  images  with  VGA  resolution. 


Paper-white 
screen  with  VGA 
resolution. 


.  0 !  11^1 


And  with  more  and  more  people 
moving  towards  advanced 
graphics-oriented  applications,  the 
case  for  the  NEC  ProSpeed  286 
becomes  even  clearer. 

ProSpeed  286 


ProSpeed  is  a  trademark  of  NEC  Home  Electronics,  Ltd 
©  1989  NEC  Home  Electronics  (USA)  Inc. 


CsC 


Computers  and  Communications 


Call  1-800.826-22.M  for  literature  and  I-800-FONE-NEC 
for  technical  advice  In  Canada,  call  1-800-268-3997. 
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WHAT  YOU  NEED  TO  KNOW 
ABOUT  'ENHANCED  BENEFITS' 


If  you  don't  want  to  pay  twice  as  much  for  your  old  plan,  you'll  have  to  pick  an  HMO  or  PPO 


Your  company  has  recently  an- 
nounced an  "enhanced"  benefits 
package.  You're  probably  won- 
dering where  the  enhancements  come  in. 
The  new  options  for  health  insurance 
are  forcing  you  to  make  some  tough 
choices.  Stick  with  your  traditional  in- 
demnit\-  insurance  program,  which  reim- 
burses doctors  for  specific  senices.  and 
your  deductibles  will  increase.  Your 
company  will  also  pay  a  lower  portion  of 
your  medical  bills.  But  if  you  switch  to  a 
health  maintenance 
organization  (HMOi  or 
a  preferred  provider 
organization  (PPOi,  it 
could  well  mean  end- 
ing the  long-term  re- 
lationship you've  es- 
tabhshed  with  your 
physicians. 

Employees  have 
traditionally  viewed 
health  care  as  a  ba- 
sic right.  But  Corpo- 
rate America  in- 
creasingly insists 
that  employees  share 
the  fast-rising  health 
care  costs.  In  an  ef- 
fort to  keep  a  lid  on 
those  costs,  compa- 
nies are  abandoning 
traditional  indemnity 
insurance  in  favor  of 
plans  called  "man- 
aged care,"  which 
limit  a  patient's 
choice  of  physicians, 
hospitals,  and  treat- 
ment. A  decade  ago, 
insurers  hailed  HMOs 
as  the  wave  of  the 
future.  Patients  re 
ceive  all  medical  care 
through  the  HMO.  which  is  essentially  a 
clinic,  though  they  have  almost  no  choice 
of  physician.  But  resistance  to  HMOs 
spawned  the  ppo — a  loose  network  of 
physicians  that  a  patient  could  choose 
from.  Most  companies  are  still  giving 
their  employees  the  choice  of  traditional 
insurance,  an  HMO,  or  a  PPO,  but  the 
financial  incentives  favor  the  managed- 
care  plans. 

Traditional  indemnity  plans,  in  which 
insurance  companies  reimburse  physi- 


cians with  few  questions  asked,  encour- 
age doctors  to  do  evervlhing  possible  for 
a  patient.  That  means  ordering  ever\- 
test,  keeping  patients  in  the  hospital 
longer,  and  offering  them  the  latest 
technology",  no  matter  how  costly.  It's 
the  kind  of  medical  care  many  people 
have  come  to  expect.  You  can  still  get  it, 
but  you'll  usually  have  to  pay  more. 
Companies  are  doubling  deductibles  and 
increasing  copayments — the  nonreim- 
bursed portion  of  your  medical  bill.  In 


other  words,  if  you  were  paying  20"c  of 
your  bill  before,  you  may  now  be  asked 
to  pay  30 -'f  or  40^«. 

You'll  have  to  switch  to  either  an  HMO 
or  PPO  if  you  don't  want  to  pay  more. 
And  for  the  moment,  PPOs,  v\ith  their 
greater  flexibility,  are  the  more  popular 
choice.  If  you  join  a  PPO,  you'll  probably 
be  asked  to  choose  a  priman,"-care  physi- 
cian, who  will  then  refer  you  to  a  spe 
cialist  if  you  need  one.  One  advantage  to 
PPOs  is  that  most  cover  the  costs  of  pre- 


ventive medicine,  such  as  regular  phy 
cals.  Most  traditional  insurance  does  n 
And  in  PPOs  you  may  not  even  have 
fill  out  another  insurance  form. 

If  your  doctor  is  on  the  list  of  t 
recommended  care  providers,  then  jo 
ing  a  PPO  becomes  a  bargain:  Physicia 
typically  agree  to  charge  your  em.ploy 
only  TO^c  to  80%  of  what  they  usua 
charge,  in  exchange  for  the  increas 
patient  load  and  cash  flow. 
If  the  list  of  physicians  in  your  comj 
ny's  PPO  doesn't 
elude    yours,  yc 
have  a  problem.  B 
before  you 
through  the  arduo 
process  of  trjing 
find  a  doctor  with 
the  PPO,  it's  a  gO( 
idea  to  simply  a; 
yours  if  he  or  s 
would  like  to  joi 
Most  benefit  pac 
ages  include  tell 
phone  numbers 
physicians  can  fi 
out  how  to  sign  up 
ANTE  UP.  If  your  dc 
tors  prefer  to  rema 

outside  the  networ   

you   can   still  se 
them,  but  you'll  ha\ 
to  pay  a  steep  prenr 
um.  Otherwise,  y 
will  have  to  do  son 
legwork  to  find 
doctor  you  can  trus 
"The  problem  wil 
the    whole  healt 
care  system  is  ths 
no  one  knoW'S  wh  ^1 
•he  good  doctors  an  [8 

ad  doctors  are, 
says  Kenneth 
Abramuwitz.  a  health  care  analyst 
Sanford  C.  Bernstein  &  Co.  "Only  th 
doctors  themselves  know,  and  they': 
not  telling." 

Even  so,  there  are  some  telltale  sign 
of  competence — if  not  excellence.  Firs' 
contact  the  local  chapter  of  the  Amer 
can  Medical  Assn.  It  will  provide  yo' 
with  four  measures  of  a  physician's  abi 
ity.  The  first  is  easy:  Whether  or  not  th 
physician  is  a  member.  Although  doctor 
with  a  historv  of  unethical  behavio 
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tierds  IK)  limit  to  how  &r  JOT 


UNLIMITED  MILEAGE 
FOR  MEMBERS  ONLY 
A  Q90        Lincoln  or 
^^J^2i  (iay  similar  size  ca 

Effective  through  1/15/90 

Limited  availability, 
LDW  $12.95  a  day  or  less. 

ASK  FOR  THE  AMD  RATE 


Membership  has  its  privileges. 


At  Hertz. 
American  Express^  Cardmembers 
get  unlimited  mileage. 

Just  use  the  American 
Express  Card  at  the  Hertz  coun- 
ter and  you'll  be  surrounded 
in  the  luxury  of  a  Lincoln  Con- 
tinental or  Town  Car.  Which 
means  that  in  addition  to  all  the 
benefits  you  normally  receive 
with  the  American  Express  Card, 
you  get  another  benefit  for  the 
long  run.  Unlimited  mileage. 

This  offer  is  only 
good  until  January  15, 
1990.  So  caU  your 


travel  agent  or  Hertz  directly  at 
1-800-654-3131  and  ask  for  the 
special  AMD  rate. 

And  find  out  how  the 
American  Express  Card  is  truly 
a  comfort  down  the  road. 

For  your  information . 
Rates  are  available  at  participat- 
ing locations  and  may  not  be 
available  at  some  participating 
places  at  some  times.  The  imm- 
mum  rental  age  is  25.  Cars 
must  be  returned  to  the  renting 
location.  24-hour  advance 
reservations  are  required.  Cars 
subject  to  availability.  Taxes  and 
optional  items  are  extra. 

*REG  US  PAT  OFF  c  Hf  RF?  SV^TFM  INC  '  Wft 


/  rcnls  Fords  and  other  line  cars. 


Every  age  has  sought  perfect  sound. 

In  the  age  of  telecommunications,  we're  achieving  it  with  our  fiber  optics  netwo( 


might  not  have  their  licenses  to  practice 
revoked,  they  will  be  thrown  out  of  the 
society.  The  association  will  also  tell  you 
where  a  physician  attended  medical 
school  and  completed  his  or  her  residen- 
cy, and  whether  or  not  he  or  she  is  affili- 
ated with  a  major  teaching  hospital. 
There's  not  much  else  you  can  do,  short 
of  interviewing  patients. 

You  may  also  want  to  find  out  what 
percentage  of  the  doctor's  patients  be- 
long to  the  PPO.  When  scheduling  ap- 
pointments, some  physicians  give  prefer- 
ence to  independent  patients  who  pay 
full  price.  Though  some  people  worry 
that  doctors  with  large  PPO  practices 
may  have  had  trouble  attracting  patients 
on  their  own,  that's  not  always  the  case: 
Much  depends  on  the  number  of  compa- 
nies using  PPOs  in  a  doctor's  immediate 
vicinity. 

Another  question  to  ask  is  how  well 
the  doctor  you're  considering  knows  oth- 
er physicians  in  the  PPO.  That's  impor- 
tant in  the  event  that  you  need  to  be 
referred  to  a  specialist.  Your  doctor  may 
be  reluctant  to  recommend  someone  in- 
side the  network  whom  he  doesn't  know. 
But  you'll  need  special  permission  from 
the  insurance  company  to  go  outside  the 
network — and  still  be  fully  covered. 
GATE-KEEPER.  The  more  restrictive  alter- 
native to  a  PPO  is  an  HMO.  The  monthly 
premium  you  pay  to  an  HMO  covers  ev- 
erything from  routine  office  visits  for 
preventive  care  to  outpatient  psychiatric 
treatment — services  traditional  insur- 
ance plans  increasingly  won't  pay  for. 
But  to  get  anything  more  than  routine 
care  will  require  the  approval  of  the 
HMO's  primary-care  physician — also 
known  as  the  "gate-keeper."  And  if  the 


r 


gate-keeper  won't  recommend  a  proce- 
dure or  specialist  that  you  think  you 
need,  you  probably  will  have  to  pay  the 
full  cost  if  you  go  outside  the  HMO. 

HMOs  tend  to  save  companies  more 
money  than  PPOs  because  costs  are  more 
contained.  But  what  happens  to  your 
care?  hmo  doctors  are  often  paid  on  a 
capitated  basis — they  get  a  set  amount 
per  month  per  subscriber.  So  they  have 
a  vested  interest  in  see- 
ing the  HMO  save  mon- 
ey. Says  George  Pillari, 
president  of  Baltimore- 
based  Health  Care  In- 
vestment Analysts:  "If 
a  patient  is  going  to  in- 
cur more  costs  than  the 
capitated  amount,  then 
the  doctor  and  the  HMO 
are  going  to  lose  mon- 
ey. And  that  may  cause 
the  doctor  to  utilize 
fewer  resources  in 
treating  that  patient." 

Both  PPOs  and  HMOs 
say  they  will  allow  any 
test  or  procedure  that  is 
medically  necessary. 
But  that  doesn't  neces- 
sarily include  the  most 
recent  and  technologically  advanced  pro- 
cedures. In  some  programs,  for  example, 
you  might  not  be  eligible  for  a  magnetic 
resonance  imaging  (MRI)  exam,  an  expen- 
sive form  of  internal  imaging  that  uses 
magnetism  rather  than  X-rays.  "In  the 
meantime,  your  brain  tumor  may  be 
growing,"  says  one  New  Jersey  neuro- 
radiologist who  joined  a  PPO. 

Or  say  you've  been  diagnosed  with 
gall  or  kidney  stones.  Your  doctor  tells 


he  PPO's 
flexibility  makes 
it  the  more 
popular  option. 
And  if  your 
doctor  is  part 
of  the  network, 
joining  becomes 
a  real  bargain 


you  about  a  new,  noninvasive  procedij 
called  lithotripsy,  which  uses  soui 
waves  to  pulverize  the  stones  so 
they  can  be  excreted  from  the  body.! 
can  be  completed  in  roughly  an  hour  a| 
doesn't  require  an  operation  or  extendi 
hospital  stay.  The  problem  is  that  litll 
triptor  facilities  are  still  few  and  far  ll 
tween,  and  the  one  with  which  your  e:j 
ployer  has  contracted — if  it  has  ccl 
tracted  with  one  at  all| 
may  have  agreed  to 
only  four  lithotripsies! 
month  through  the  PF 
If  their  quota  is  full 
the  next  few  montli 
you'll  either  have 
wait  or  go  through  wil 
an    operation,  whi(| 
usually  costs  twice 
much  and  requires  s 
eral  weeks  of  postope 
ative  recovery. 
FEW  OPTIONS.  It's  cleJ 
that  many  companifl 
are  shifting  more  of  tr 
burden  of  health  cai] 
costs  onto  their  empic 
ees.  People  who  ar] 
willing  to  pay  will  coil 
tinue  to  have  the  luxurl 
of  choosing  their  own  doctors.  But  otll 
ers  will  be  forced  to  accept  greattj 
restrictions. 

The  extent  of  those  restrictions  is  stil 
evolving.  Many  health  care  experts  coil 
sider  PPOs  an  interim  arrangement  ol 
the  road  to  a  system  dominated  by  morl 
cost-efficient  HMOs.  That  system  mal 
not  make  people  happy,  but  it  could  b| 
their  only  option. 

By  Laura  Zinn  in  New  Yorl 


FIRST,  SORT  THROUGH  THE  BASIC  HEALTH  PLAHS  THEN  PICK  AN  M.D. 


No  two  health  plans  are  exactly  the  same,  but  the  major  options  offered  by  companies  and 
insurers  these  days  fall  into  three  main  categories.  Here  is  how  they  work: 

HEALTH  PLAN 

ADVANTAGES 

DISADVANTAGES 

TRADITIONAL  INSURANCE 

Doctors  and  hospitals  bill  for  each 
service,  and  the  patient's  insurer 
covers  all  or  part  of  costs 

Freedom  of  choice  among 
doctors,  hospitals.  Limited 
or  no  pre-authorization 
needed  for  costly  medical 
procedures 

Preventive  care  rarely 
covered.  Deductible  pro- 
visions often  require  pa- 
tients to  pay  part  of  costs. 
Very  costly  to  companies 

PREFERRRED  PROVIDER 
ORGAHIZATICN  (PPO) 

Doctors  -ind  hospitals  bill  for  each 
service,  bu:  patients  must  choose 
from  providers  who  have  negotiat- 
ed fees  with  ihe  insurer 

Limited  or  no  deductibles. 
Preventive  care  usually 
covered 

Pretreatment  review  usu- 
ally required  for  major 
procedures,  when  possi- 
ble. Choice  of  doctors, 
hospitals  limited 

HEALTH  MA!Nf  >NANCE 
ORGANIZATIOr'  HMO) 

Staff  doctors  usually  receive  a  sala- 
ry, and  hospitals  and  others  get 
fees  negotiated  by  insurers 

Preventive  care  included. 
No  deductibles 

Locked  in  to  staff  provid- 
ers. Pretreatment  review- 
required 

DATA.  INTERSTUDY,  BW 

Many  people  joining  a  new  health  care 
pla  n  will  be  choosing  physicia  ns  for  the 
first  time  based  solely  on  their  credentials, 
rather  than  on  referrals.  Here  are  some 
measures  of  competence  that  can  be 
checked  by  calling  the  local  chapter  of  the 
American  Medical  Assn.  or  the  doctor 

►  Is  the  physician  a  member  of  the 
AMA?  

►  Is  the  physician  certified  by  a  board 
governing  his  or  her  specialty? 

►  Where  did  the  doctor  attend  medical 
school? 

►  Where  did  the  doctor  complete  his  or 
her  residency? 

►  Is  the  physician  affiliated  with  a  major 
teaching  hospital? 

►  What  percentage  of  the  physician's 
practice  is  composed  of  PPO  patients? 
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With  Room  For  Luggage. 


At  Samsonite,  we  took  the  "lug 'otit  of  luggage  with  our 
Piggyback™  The  suitcase  that  doubles  as  a  luggage  cart. 
You  II  find  it  comes  in  particularly  handy  on  mig  trips, 
ike  the  one  from  your  car  to  the  check-in  counter 
ind  you'll  find  it  at  a  luggage  store  near  you. 


"ret  a  handle  on  things.  Wlien 
ou  want  to  get  out  from 
ndemeath  it  all,  you  just  can't 
eat  the  Piggyback.  It's 
le  suitcase  that  can  instantly 
"ansform  itself  into  a 


jggage  cart.  You  simply  pull  up 
ie  long  retractable  handle 
nd  you're  ready  to  load  up 
le  rest  of  your  luggage  and  be 
n  your  way 


5  1989  Samsonite  Corp. 


Loop  the  loop.  Next  pull  the 
retractable  strap  and  loop  it 
through  other  suitcases, 
briefcases,  or  almost  anything 


else  you  want  to  get  off  your 
back.Then  hook  the  strap  back 
to  the  handle  and  you're  off. 
Make  tracks.The  two  wide 
stable  wheels  help  you  fly 
through  parking  garages 
and  down  long  hallways  as 
\  ou  head  to  the  ticket 
counter  And  a  protective 
skid  pad  helps  you  over 
curbs  and  stairs  on  the  way 
to  your  final  destination. 

Samsonite's  Pigg\'back. 
It's  the  suitcase  that  can  hold 
its  own.  And  then  some. 

Samsonite  ^ 

Our  Strengths  Are  Legendary. 


inance 


INVESTIGATIONS! 


THE  FUGITIVE  KING 
OF  PENNY  STOCKS 


Juan  Carlos  Schidlowski,  who  fled  to  Chile,  made  millions  vanish  from  three  continents 


is  name  may  never  trigger  the 
recognition  of  a  Charles  Ponzi  or 
Robert  Vesco.  And  some  of  his 
peers  may  claim  to  have  reaped  greater 
fortunes.  But  no  one  has  done  more  than 
Juan  Carlos  Schidlowski  to  propel  the 
penny-stock  business  from  a  crude  cot- 
tage industry  into  a  world-class 
scheme — one  that  unites  affluent  inves- 
tors and  capital-hungry  entrepreneurs  as 
victims  of  sophisticated,  multibillion-dol- 
lar  securities  frauds. 

The  story  of  Schidlowski,  a  45-year-old 
mountain  climber  and  onetime  Boston 
Marathoner,  spans  three  continents.  He 
emigrated  from  Chile  to  the  U.  S.  as  a 
college  student  in  1964  and  began  selling 
penny  stocks  in  Albuquerque  and  Den- 
ver in  the  mid-1970s.  His  brokerage,  OTC 
Net,  was  founded  in  1979  and  was  shut 
down  by  regulators  in  1982 — but  not  be- 


THE 

REMARKABLE 
ROUND-TRIP 
OF  JUAN 
CARIOS 
SCHIDIOWSKI 


fore  he  and  his  associates  mastered  the 
use  of  front  organizations,  dummy  ac- 
counts, and  forgery. 

Facing  prison  after  pleading  guilty  in 
1986  to  federal  charges  of  tax  and  secu- 
rities fraud,  Schidlowski  fled  to  Barcelo- 
na. By  that  time,  he  had  spun  an  interna- 
tional web  of  partners,  "nominee" 
accounts,  insiders,  promoters,  and  entre- 
preneurs. Last  year,  when  Spain  began 
cracking  down  on  boiler-room  operators, 
he  returned  to  Chile. 
PHONY  SCHEMES.  A  Bi'.'^iNESS  WEEK  in- 
vestigation shows  that  Sfliidlowski's  net- 
work still  hums,  even  while  he  is  hun- 
kered down  in  a  wealthy  ri'  ighborhood 
of  Santiago,  near  the  fortified  home  of 
President  Augusto  Pinochet.  Ten  years 
after  founding  OTC  Net,  Schidlowski  and 
many  of  his  cronies  are  the  focus  of  a 


Securities  &  Exchange  Commission  en- 
forcement action  second  only  to  the 
Mike  Milken  case  in  scale,  and  are  the 
subject  of  a  federal  grand  jury  inquiry 
in  Denver.  Schidlowski  denies  knowl- 
edge of  any  investigations. 

The  losses  inflicted  by  Schidlowski 
and  the  thousands  like  him 
who  ply  the  penny-stock  trade 
are  big  enough  to  put  a  dent 
in  the  economy.  While  some  $3 
billion  was  raised  in  legitimate 
venture-capital  channels  last 
year,  state  securities  regula- 
tors estimate  that  another  $2 
billion  was  squandered  on  pho- 
ny penny-stock  schemes.  The 
number  of  new  penny-stock  in- 
vestigations opened  by  state 


officials  doubled  in  1988,  to  737,  and  this 
year  the  pace  has  quickened,  says  John 
C.  Baldwin,  Utah's  securities  director. 
He  calls  the  epidemic  "the  No.  1  threat 
facing  the  small  investor  today." 

And  it  could  get  worse — because  secu- 
rities fraud  is  becoming  a  powerful  mag- 
net for  organized  crime.  In  remarkable 
testimony  in  September,  Lorenzo  For- 
mato,  a  former  broker  and  convicted  fel- 
on with  admitted  mob  ties,  told  a  con- 
gressional panel  that  organized  crime 
"touches  every  securities  brokerage 
firm  in  the  over-the-counter  market." 
Schidlowski  has  never  been  accused  of 
being  a  mobster.  But  the  natural  affinity 
between  stock  manipulation  and  orga- 
nized crime  is  clear:  Penny  stocks,  For- 
mato  told  Congress,  are  "an  easy  way  to 
hide  money  and  make  a  lot  of  money." 

One  reason  it's  so  easy  is  that  the  SEC 
has  paid  penny  stocks  scant  attention, 
especially  compared  with  the  resources 


it  has  poured  into  more  glamorous  area 
such  as  insider  trading.  Now,  the  SEi  ■ 
frets  that  the  vitality  of  the  capita!  mar 
kets,  especially  for  small  ventures,  coul( 
rot  from  underneath.  The  agency  hai 
formed  a  task  force  to  prosecute  penny 
stock  fraud  and  adopted  a  rule  aimed  a  » iie  i 


1964 

Leaves  Chile  to  attend 
University  of  Wiscon- 
sin at  Madison,  earns 
MBA  in  marketing, 
and  goes  to  work  for 
cosmetics  company 


1988 

With  Spain  putting  the  heat  on 
boiler-room  operations,  re- 
turns to  Santiago  to  seek  new 
opportunities.  Investors  in  his 
new  company,  Zurfund,  fire 
him,  alleging  improprieties 


slowing  down  sales  made  through  "cole 
calls."  The  rule  requires  that  brokers 
deliver  disclosure  statements  befon  ? 
sales  close.  The  SEC  is  also  helping  £ 
House  panel  draft  a  bill  to  give  it  newfj,]. 
powers  to  bar  banned  brokers  from  stay- 
ing on  as  "promoters"  or  "consultants." 
STEP  AHEAD.  Schidlowski  learned  earlj 
in  his  career  to  wrap  himself  in  the  flag 
of  venture  capital  and  high  technology, 
Using  a  classy,  professional  pitch,  hefcoiiK 
sold  his  vision  with  a  combination  of  ear- 
nestness, drive,  and  ability.  His  ideas,  jp, 
like  those  of  the  best  of  con  men,  were 
rooted  in  enough  fact  to  give  them  an 
air  of  plausibility.  Many  were  actually 
prophetic:  Consider  Neo-bionics,  a  com- 
pany  founded  in  1979  to  develop  home 
pregnancy-test  kits.  Such  products  now 
are  common  on  pharmacy  shelves,  but 
Neo-bionics  investors  aren't  sharing  in 
the  profits.  The  company  ditched  the 
project  in  1984,  and  later  merged  with 
another  lab.  The  stock 
came  out  at  50$  and 
went  as  high  as  $1.37 
but  no  longer  trades! 
(table,  page  128). 

Schidlowski  is  still 
staying  a  step  ahead  o; 
the  law  as  he  dupes  ex- 
perts in  their  own 
fields.  Last  year,  he 
persuaded  London  min- 


bir 
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mgineer  Ian  Wright  to  back  him  in  a 
company,  Zurfund,  which  raised 
million  in  going  public  on  Canada's 
wheeling  Vancouver  Stock  Ex- 
ge.  The  firm  owns  a  mining-machin- 
;hop  and  iodine  mine.  Those  proper- 
ire  fine,  Wright  says.  But  he  claims 
Schidlowski   misrepresented  Zur- 
's  ownership  of  other  properties, 
as  a  gold  mine  and  timber  land. 
:ht,  who  declines  to  specify  how 


1978 

Begins  trading 
penny  stocks 
for  broker 
J.  Daniel  Bell 
in  Albuquerque 


1  he  lost,  is  trying  to  salvage  Zur- 
.  He  speaks  bitterly  of  his  experi- 
with  Schidlowski:  "We're  bloody 
t.  He  conned  everybody,  and  we're 
r  with  his  legacy."  Schidlowski  de- 
any  improprieties. 

hidlowski's  business  savvy  and 
Ti  appear  to  be  balanced  equally 

a  fugitive's  skills  for  evasion  and 
ranee.  Just  as  he  hops  from  one 
less  scheme  to  another,  he  trots 

country  to  country  without  break- 
;tride.  Indeed,  before  going  on  the 
he  once  boasted  of  flying  the  Con- 
i  39  times  in  a  year, 
r  an  interview  with  BUSINESS  WEEK 
.ntiago,  Schidlowski  was  tanned  and 
id,  having  just  returned  from  a  hike 
le  Andes.  But  he  was  also  hard- 
d  and  snappish.  No,  of  course  it 
I't  for  the  sake  of  his  family  that  he 
the  U.  S.  in  1986:  "That  would  be  a 
of  weakness." 

iORiC  SUCCESS.  Instead,  he  com- 
3  himself  to  Sherman  McCoy,  the 
iguered  bond  trader  in  Tom  Wolfe's 
Bonfire  of  the  Vanities:  "You  end 
eing  a  professional  defendant  until 
run  out  of  money.  Then  you  say: 
■w  it.'  I  didn't  feel  I  had  done  any- 
j  wrong.  I  pleaded  guilty  to  some- 
f  that  isn't  a  crime  anywhere  else." 
s  won't  extradite  those  guilty  only 
,x  fraud.  "Everybody  else  was  tear- 
at  the  sentencing,  but  I  wasn't," 
ilowski  adds.  "You  don't  prepare 


for  sentencing,  you  prepare  for  life." 

In  1982,  life  looked  great  to  Schid- 
lowski. OTC  Net  was  enjoying  meteoric 
success:  It  had  raised  $50  million  for 
several  dozen  companies,  with  more 
than  300  brokers  pushing  their  shares  in 
24  offices  around  the  country.  It  wasn't 
the  first  penny-stock  firm  to  bring  evan- 
gelical fervor  to  its  wares,  nor  will  it  be 
the  last.  But  no  Denver  brokerage  had 
ever  come  so  far  so  fast. 

The  public  was  buying  Schidlowski's 
spiel  as  well  as  his  stocks.  The  Jan.  4, 
1982,  issue  of  Forbes  dubbed  him  Sales- 
man of  the  Year.  Schidlowski  testified 
before  Congress  on  venture-capital  rais- 
ing. Massachusetts  Institute  of  Technol- 
ogy graduate  students  wrote  him,  seek- 
ing his  views  on  the  underwriting  of 
high-tech  companies.  The  aura  of  suc- 
cess and  respectability  was  brightened 
further  that  February,  when  Richard  D. 
Lamm,  then-governor  of  Colorado,  posed 
with  Schidlowski  and  two  OTC  Net  part- 
ners at  a  party  hosted  by  the  firm  for 
the  Denver  brokerage  community. 
ON  THE  BRINK.  Schidlowski  was  quick  to 
understand  the  national  potential  of  the 
penny-stock  market,  which  in  the  late 
1970s  was  still  largely  a  regional  curios- 
ity. Eschewing  the  cumbersome  "pink 
sheets" — paper  price  quotations  avail- 
able only  to  brokers — he  listed  his  stocks 
on  the  emerging  NASD.A.Q  automated  sys- 
tem for  over-the-counter  issues.  He  em- 
braced nationwide  telemarketing  by 
adopting  the  newly  popular  800  toll-free 
numbers.  And  he  was  one  of  the  first 
brokers  to  set  up  branches  as  fran- 
chises, a  move  that  conserved  the  firm's 
own  capital.  Just  before  OTC  Net  was 
closed  down  in  June,  1982,  Schidlowski 
says,  Arab  investors  were  on  the  brink 
of  infusing  $16  million  into  the  broker- 
age house — capital  that  he  could  have 
leveraged  twentyfold  by  borrow- 
ing. Had  the  deal  with  the  Arabs 
gone  through,  "we  would  have 
been  unstoppable." 

They  were  stopped,  though, 
when  OTC  Net  partner  Kim  Rust 
agreed  to  cooperate  with  prose- 
cutors who  had  been  tipped  off 
by  irate  investors  as  early  as 
1980.  Rust  described  several 
variations  of  penny-stock  ma- 
nipulation at  the  firm,  according 


1986 

Convicted  in  Denver  of  tax 
fraud  and  conspiracy  and  sen- 
tenced to  two  years  in  prison; 
flees  to  Barcelona,  then  oper- 
ates in  Zurich  and  Vancouver, 
selling  penny  stocks  in  Europe 


to  notes  of  his  initial  interrogation  by 
prosecutors.  A  classic  example  was  the 
trading  of  Internation- 
al Remote  Imaging 
System  (IRIS)  stock.  Ac- 
cording to  investiga- 
tors, OTC  Net  used  this 
scam  in  order  to  ac- 
quire an  airplane, 
dubbed  Pure  Magic. 

Schidlowski  con- 
trolled the  trading  of 
IRIS  stock  and  profited 


by  disguising  his  true  interest  in  the 
issue.  To  do  that,  he  placed  large  blocks 
of  cheap  IRIS  stock  in  friendly  hands — 
known  as  "nominee"  accounts.  The 
nominees  typically  were  friends  who 
owed  him  favors  and  who  were  willing 
to  be  secret  owners  on  his  behalf.  In  this 
case,  he  sold  IRIS  stock  at  $1  in  1980  to 
four  nominee  accounts  opened  in  the 
names  of  the  co-owners  of  the  airplane — 
people  not  affiliated  with  OTC  Net.  Sev- 
eral months  later,  according  to  Rust, 
OTC  Net  sold  IRIS  stock  to  unwitting  in- 
vestors at  $4.50  a  share.  Cashing  out  of 
IRIS  at  that  higher  level  compensated  the 
nominees  for  sharing  the  airplane  with 
OTC  Net. 

In  1981,  Schidlowski  devised  an  elabo- 
rate international  variation  of  the  IRIS 
manipulation.  He  set  up  a  Swiss  branch 


1979 

Starts  own 
brokerage 
house, 
OTC  Net, 
in  Denver 


of  his  firm,  called  Otecenet,  with  the 
purported  goal  of  broadening  the  mar- 
ket for  OTC  Net  issues.  Instead  of  nomi- 
nee accounts,  he  set  up  Swiss  bank  ac- 
counts in  dummy  names.  On  the  books 
of  Otecenet,  it  appeared  that  the  firm 
was  selling  stock  to  Swiss  citizens;  in 
reality,  it  was  Schidlowski  moving  stock 
from  one  pocket  to  another. 

Burying  the  stock  abroad  in  this  fash- 
ion helped  make  the  issue  artificially 
scarce — and  expensive — here.  When  the 
price  of  a  stock  in  the  U.  S.  had  been 


1982 

Named  Forbes  Sales- 
man of  the  Year  in  Jan- 
uary. OTC  Net  shut 
down  in  June,  as  regu- 
lators charge  fraud 
and  manipulation 


driven  sufficiently  high,  Schidlowski 
would  start  cashing  out.  He  did  so  by 
emptying  the  dummy  Swiss  accounts  of 
their  stock  and  selling  it  to  unsuspecting 
investors  in  the  U.  S. 

Schidlowski  and  another  OTC  Net  part- 
ner, Joseph  V.  Pignatiello,  fended  off 
state  and  federal  prosecutions  for  six 
years.  In  1986,  they  each  agreed  to  plead 
guilty  to  tax  and  securities  fraud  stem- 
ming from  the  Swiss  Otecenet  scam. 
Schidlowski  says  he  has  never  violated 
the  law.  "I  have  always  tried  to  run  my 
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"The  most  beautiful 
thing  we  can  experience 
is  the  mysterious." 

Albert  Einstein 


The  world  is  still  full  of  mysteries  we  are 
eager  to  comprehend.  Of  questions  we 
would  like  to  answer. 

How,  for  example,  does  a  driver  react  in 

critical  traffic  situations'' 

When  IS  he  overtaxed? 

What  is  the  effect  of  a  new  drive  system  on 

driver  behavior? 

Is  rear-wheel  steering  advantageous? 
Our   research   center   in   Berlin  answers 
countless  questions  such  as  these  with 
its  technological  "crystal  ball"  -  a  driving 


Daimler-Benz  AG,  Mercedesstrasse  136,  D-7000  Stuttgart  60,  Federal  Republic  of  Germany 


simulator  unmatched  m  the  world.  A 
sophisticated  computer  system  simulates 
the  images,  motions  and  sounds  of  driving 
under  surprisingly  realistic  conditions. 
With  this  fascinating  device,  our  researchers 
test  new  concepts  for  cars  and  commercial 
vehicles  to  determine  the  optimum  inter- 


action between  driver  and  technology. 
Through  the  constant  exchange  of  tech- 
nology and  ideas  among  the  Daimler-Benz 
Group's  Mercedes-Benz,  AEG  and  Deutsche 
Aerospace  corporate  units,  we  are  unlocking 
mysteries  -  and  providing  realities  to  en- 
hance the  benefits  of  the  automobile  for 
the  driver. 


DaimlerBenz 


L 
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business  on  the  straight  and  narrow,"  he 
says.  Pignatiello,  who  is  again  "promot- 
ing" stocks  in  Denver  through  his  wife's 
company,  Jovijuco,  admits  only  to  the 
tax  fraud  to  which  he  pleaded  guilty;  he 
calls  other  allegations  of  securities  viola- 
tions at  OTC  Net  "totally  bogus." 

While  Pignatiello  reported  to  Fort 
Worth  Correctional  Institution,  Schid- 
lowski  sold  one  of  his  penny-stock  hold- 
ings, wired  the  proceeds  to  a  Swiss 
bank,  and  took  that  detour  to  Barcelona. 
But  before  he  skipped  out,  Schidlowski 
had  followed  his  own  maxim  of  "prepar- 
ing for  life."  He  knew  that  to  ply  his 
trade  in  Europe,  he  would  need  product. 
He  also  knew  that  Pignatiello's  wings 
were  going  to  be  clipped — at 
least  for  a  while.  So  in  1985, 
Schidlowski  entered  into  an  in- 
ternational marketing  agree- 
ment with  Rene  Philippart, 
president  and  then-owner  of 
Marshall  Davis,  a  large  Den- 
ver penny-stock  brokerage. 
The  overseas  marketing  of 
Marshall  Davis  penny  stocks 
helped  prop  up  their  prices, 
both  here  and  abroad,  in  much 
the  same  way  as  Schidlowski's 
old  Swiss  affiliate  Otecenet 
had  inflated  OTC  Net  stocks, 
except  here  he  sold  the  stock 
to  real  people. 

TANGLED  TALE.  A  prime  exam- 
ple is  Codercard,  an  issue 
whose  trading  is  being  investi- 
gated by  the  FBI.  Over  seven 
years,  Codercard  has  floated 
nearly  100  million  shares  to 
raise  $5  million  from  the  inib- 
lic,  and  has  lost  almost  all  ol' 
it.  Nevertheless,  as  recently  as 
June,  1988,  its  market  capital- 
ization, based  on  secondary 
trading,  was  as  high  as  $4o 
million.  In  August,  it  was  de- 
listed from  NASDAQ.  The  com- 
pany still  claims  to  be  develo]!- 
ing  its  basic  product — a  device 
intended  to  protect  computer 
privacy.  Codercard  President 
Willis  D.  Marsing  maintains 
that  he  has  "no  knowledge"  of 
any  investigation. 

When  Philippart  started 
Marshall  Davis  in  1985,  he  had 
a  vested  interest  in  seeing  Co- 
dercard stock  soar,  according 
to  Cal  Edmonds,  a  co-founder 
of  the  brokerage  firm.  Philip- 
part was  routinely  acquiring 
shares  of  Codercard  from  in- 
sider owners  at  low  prices  and 
offering  them  to  retail  inves- 
tors at  prices  10  to  20  times  as 
high,  says  Bradley  Kanode,  a 
former  Marshall  Davis  broker. 


Sources  say  that  as  much  as  one-third 
of  the  Codercard  issue  was  moved  in 
Europe  by  Schidlowski,  and  the  market- 
ing paid  off — in  the  months  following 
Marshall  Davis'  founding,  the  stock 
surged  sevenfold  to  87$.  It  now  trades  at 
G(t.  Schidlowski  admits  buying  the  shares 
but  denies  marketing  them  abroad;  he 
also  admits  making  the  agreement  with 
Philippart  but  says  it  never  panned  out. 
Philippart  denies  having  made  any 
agreement  or  having  any  vested  interest 
in  Codercard  shares. 

Schidlowski  and  Pignatiello  kept  on 
collaborating,  even  while  one  was  in 
Barcelona  and  the  other  in  prison.  One 
of  their  biggest  efforts  involved  Star 


HOW  OTC  NET'S  MAJOR  STOCKS 
TOOK  OFF— AND  THEN  TANKED 
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Publications.  Star  is  a  textbook  exampl 
of  how  penny-stock  schemes  can  ensnar 
capital-seeking  entrepreneurs  even  a 
they're  gulling  investors. 

In  the  spring  of  1987,  a  New  Yor 
cosmetics  marketing  executive  name 
Jamie  Darder  needed  to  raise  capital  t 
fund  Innervision,  a  collapsible-raz( 
'business  he  was  starting.  A  friend,  <'(»i 
necticut  businessman  Richard  Goulf 
strongly  recommended  Schidlowski:  "I 
anybody  can  raise  you  money,  this  gu 
can."  Gould,  a  Schidlowski  buddy  froi 
the  OTC  Net  days  who  liked  to  brag  n 
being  a  CIA  operative,  arranged  for 
meeting  between  the  two — at  a  parkin; 
lot  in  Barcelona,  in  Schidlowski's  HMW. 

After  the  Darder-Schii 
lowski  meeting,  Gould  ml 
Darder  to  expect  a  collect  ca 
from  Pignatiello,  which  Darde 
received — not  knowing  tlia 
the  call  was  from  prison.  I'isj 
natiello  put  him  in  touch  w  it 
Henry  Fong,  who  had  been  a 
insider  on  several  OTC  Nr 
deals  and  who  now  runs  K(|u 
tex,  a  publicly  traded  holdin,! 
company  of  penny  stocks.  H 
also  met  Barry  Freedman 
then  the  president  of  penny 
stock  brokerage  Allied  Capita 
Corp.  and  a  former  OTC  Ne 
broker. 

Fong  and  several  of  his  as 
sociates  were  big  shareholder 
in  Star  Publications — a  she 
company  with  a  pool  of  re 
cash  but  without  stars  or  pu 
lications.  Fong  and  Freedmai 
persuaded  Darder  to  merge  In 
nervision  into  Star. 

Star  was  then  hyped  an( 
manipulated,  according  to  Nev 
York  State  Attorney  Genera 
Robert  Abrams,  by  Allied  am 
Power  Securities  Corp.  (pagi 
130).  Star  shares  zoomed  fron 
a  penny  in  late  1987  to  22$  b] 
the  end  of  last  year.  Last  Feb 
ruary,  Abrams  charged  Powe 
with  fraud  and  Star  sharei 
plummeted  to  nothing.  Powe 
and  Allied  denied  any  wrong 
doing — but  Power  went  out  0; 
business  voluntarily. 

In  the  spring.  Power  am 
Star  officers,  including 
Darder,  were  sued  in  a  $1  bil 
lion  class  action  on  behalf  oJ 
40,000  investors.  Darder  ac 
knowledges  that  he  got  som,( 
money  from  the  merger  with 
Star  but  says  he  is  nearlj 
broke  from  paying  legal  bills 
and  has  done  nothing  wrong 
The  FBI  in  Denver  is  investi 
gating,  and  the  SEC  has  madt 
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The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer  And,  a  state-of-the-art  color 
system  permits  image  manipulation — a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  graphics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 


The  new  vision  of  Kodak 
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Star  the  lead  case  in  its  recently  de- 
clared war  on  penny-stock  abuses.  Schid- 
lowski  and  Pignatiello  hotly  deny  that 
they  are  working  together — and  that 
they  committed  any  improprieties  in  put- 
ting together  the  Star  deal.  Freedman 
and  Fong  didn't  return  phone  calls. 

Schidlowski's  return  to  his  native 
Chile  from  Spain  earlier  this  year  aj)- 
pears  to  have  been  well-prepared.  While 
still  living  in  Barcelona,  he  persuaded 
Britain's  Wright  and  a  Swiss  investor  to 
back  him  and  found  willing  partners  on 
the  Vancouver  Stock  Exchange  to  take 
Zurfund  public.  The  company's  goal  was 
to  profit  from  burgeoning  opportunities 
in  Chile,  which  has  become  Latin  Ameri- 
ca's showcase  market  economy. 
LAST  LAUGH?  That  puts  Schidlowski  in 
his  element:  Chile  is  the  financial  hot 
spot  of  South  America,  the  one  place  in 
a  debt-depressed  region  where  new  busi- 
nesses are  thriving  and  every  aspiring 
capitalist  has  a  chance.  Schidlowski  ped 
dies  his  old  image  in  Chile — successfully. 
He  has  contacted  top  government  offi- 
cials, prestigious  brokers,  former  minis- 
ters, eager  bankers,  and  sophisticated 
debt  traders.  They  perceive  him  as  a 
pioneer  of  sorts,  a  man  who  may  have 
had  tax  troubles  but  who  nevertheless 
embodies  the  essence  of  entrepreneur- 
ship.  Says  one  acquaintance:  "It's  hard 
not  to  be  touched  by  his  vitality." 

Now  that  Schidlowski's  deal  with  Zur- 
fund has  soured,  he  swears  he  will  no 
longer  get  involved  with  public  stocks. 
He  is  still  bitter  about  his  treatment  by 
the  U.  S.  justice  system.  Yes,  Schid- 
lowski allows,  he  had  to  deal  with  crooks 
in  his  business.  But,  he  counters,  "I  al- 
ways stejjped  back  when  the  scamming 
started."  And  he  warns  that  by  hound- 
ing people  like  him,  the  U.  S.  capital- 
raising  .system  "steps  on  its  own  tail." 

It  may,  at  times.  But  right  now  the 
capital-raising  system  seems  more  at 
risk  from  people  like  Schidlowski — peo- 
ple who  find  money  that  could  finance 
innovation  and  make  it  disappear  into 
their  own  coffers.  That's  certainly  the 
view  of  Jim  Clement,  chief  investigator 
of  the  Denver  district  attorney's  office, 
who  spent  two  and  a  half  years  trying  to 
lock  up  Schidlowski  and  his  associates. 
Although  he  succeeded  with  Pignatiello, 
it  still  irks  him  that  Schidlowski  got 
away.  "This  was  the  biggest  white-collar 
case  this  office  ever  put  together," 
Clement  maintains.  With  a  nod  to  two 
framed  mug  shots  of  the  pair  on  his 
desk,  he  adds:  "Part  of  their  cleverness 
was  to  thumb  their  noses  at  us,  to  laugh 
at  us.  Their  game  of  one-upmanship  is 
still  going  on." 

By  Daind  Zigas,  mth  Pete  Etignrdio  in 
Denver,  Juan  O'Brien  in  Santiago,  and  bu- 
reau reports 


MARCHESE  AT  HIS  'INTIMIDATION  MACHINE':  SMOOTH-TALKING  SALESPEOPLE  LIVED  IN  FEAR  fl 
INVESTIGATIONS  H^^^^^^^^^^^^^^^^^^^^^H^^^^^^^^^Hlii 


THE  MOST  BRAZEH 

OF  THE  PEHNY  HUSTLERS? 


Months  after  a  bust,  Power  Securities'  scams  are  still  surfacing 


R! 


|ichard  Marchese  wanted  his  1988 
Christmas  Party  at  the  Las  Vegas 
■Hilton  to  be  an  event  to  remem- 
ber. Hundreds  of  his  Power  Securities 
Corp.  brokers  were  flown  into  town  for 
two  days.  Marchese,  29,  was  dressed  in 
his  garish  best:  a  black  leather  jumpsuit, 
gold  jewelry,  and  snakeskin  boots.  The 
Rice  Brothers,  twin  midgets  famed  for 
motivational  pitches  on  getting  rich, 
were  there  to  stir  up  the  crowd.  There, 
too,  was  Clarke  County  Sheriff  John 
Moran,  who  gave  Marchese  a  plaque  in 
appreciation  of  Power's  donation  of  800 
bulletproof  vests  for  his  officers. 

The  high  point  came  when  the  230- 
pound  Marchese  clambered  atop  a  table 
and,  waving  his  arms,  chronicled  Pow- 
er's two-year  rise  to  the  top  of  the  pen- 
ny-stock business.  Within  six  months,  he 
boomed.  Power  would  go  international 
and  be  the  largest  over-the-counter  bro- 
kerage Wall  Street  had  ever  seen:  "Pow- 
er is  gonna  be  5,000  people  strong." 

Marchese  never  realized  his  dream.  By 
February,  the  state  shut  down  Power's 
four  New  York  offices,  and  the  rest 
closed  soon  after.  But  not  before  some 
40,000  investors  had  lost  at  least  $200 


million  in  what  regulators  think  was  or 
of  the  biggest  hustles  yet  in  the  penn; 
stock  trade.  H.  Todd  Bullard,  a  Roche 
ter  (N.  Y.)  attorney  who  filed  a  $1  billio 
class  action  against  Power,  asserts  th; 
from  the  beginning.  Power  was  "a  coi 
spiracy  to  defraud  investors  on  a  broa 
scale."  Marchese  and  his  attorneys  d 
dined  to  comment  but  denied  an 
wrongdoing  in  response  to  the  suit. 
'WIRED.'  Nine  months  after  Power  an 
its  dozens  of  paper-stock  pyramids  fol 
ed,  investors  and  regulators  across  th 
country  are  still  trying  to  unravel  th 
mysteries  surrounding  Marchese.  Th 
most  disturbing  question  is  how  Powe 
flamboyant  even  for  the  penny-stoc 
business,  could  pull  off  what  brokers  d^ 
scribe  as  blatant  manipulations  for  tw 
years  without  regulators  putting  a  sto 
to  it.  In  the  summer  of  1988,  some  troi 
bled  Power  employees  contacted  the  S 
curities  &  Exchange  Commission  offic 
in  Denver.  They  urged  SEC  officials  t 
watch  a  mass  "flipping,"  in  which  bn 
kers  talk  a  large  group  of  clients  int 
selling  a  stock  and  persuade  others  t 
buy  the  same  issue  at  a  fat  markup 
But  the  SEC  gave  the  informants  th 
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Because  they  combine  high  quality  and 
ease  of  use,  Kodak  printing  plates  satisfy  the 
most  demanding  printers  and  customers. 

Whether  the  printing  press  is  a  small  sheet-fed 
model  or  a  web-fed  monster,  there  is  a  Kodak 
printing  plate  to  fit.  Kodak  plates  offer  wide 
exposure  and  processing  latitude  and  consistent 
performance  on  press.  That  means  less  downtime, 
fewer  makeovers,  longer  runs  ...all  the  things 
that  increase  productivity  and  make  printers'  lives 
easier  and  more  profitable. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960H. 


The  new  vision  of  Kodak 


mi 


Mother's  Day.  To  florists  it's  life  in  the  fast  lane.  dramatically  improved  access  to  FTD's  14,000  member 

And  the  driving  force  behind  it  all  is  informa-  terminals  across  the  country, 

ion.  Because  sending  flowers  means  sending  data  In  English,  that  means  FTD  processed  orders 

werlongdis-    TT  *       i    1        1               1    ^r  more  sue- 

.  ene  worh  XlO\\^  UpiTIll  llGlpGCl     ^'  *  " 

Networks  that,  ^.^^  ^^^^  ^.^^  ever  before.  And 

because  of  a  tremen-     i  |\y^f— *|      /.I   II    II   II    II    II    I       over  two  million 
lously  high  volume  ^  ^  happy  mothers  re- 

:  expectant  mothers :::: , 

lot  always  pro-  J_  brightly  colored 

:ess  orders  and  messages  in  time.  "tit  |^  t       /^"B  bundles  of  joy.  We  can  go  on 

Which  is  exactly  why         ▼?  XtiLX  iJ_Xv7-l-J-       but  that's  really  what  Sprint 

;his  Mother's  Day,  FTD*  switched  ^  I  *    T/^~m^  Account  Managers  are  for.  So 

;heir  Mercury  Network*  system      VvlVy-IJ-  f  V/J-  J\^kJ/«     why  not  give  yours  a  call  at 
:o  US  Sprint."  The  results  were,  to  say  the  least,  ft'uitful.      1-800-877-2000.  Chances  are  we  can  bring  your  busi- 
In  fact,  it  proved  to  be  the  ultimate  arrange-        ness  into  the  world.That  is,  the  new  world  of  US  Sprint, 
iient  of  flora  and  fiber  optics.  Thanks  to  Signalling  It's  a  new  worldr 

system  Seven,  Sprint's  all  digital  fiber  optic  network 


?  I!JH9 1'SSiirini  OiiiniiiiiiK  iitiunsf 'i[iii.ia[iy  Liiiiiied  PdrititTshi|i  ®  US>iprint  is  a  regisif  rfd  trdiJernarknf  USSpnni  Cammunicatn-irL^Corrtfiany  Liniilt^  Pariiitrship 


inance 


cold  shoulder.  "We're  too  big  and  cum- 
bersome"' to  barge  in.  was  the  reply 
from  an  SEC  staff  member,  according  to 
one  former  Power  broker.  The  SEC  de- 
clined to  comment.  Eventually,  some 
brokers  found  their  way  to  the  F 
Bureau  of  Investigation,  where 
..rreed  to  be  '■wired."  The  flip  did  laKe 
.  .ace.  and  the  SEC  and  the  FBI  are  inves- 
tigating, sources  say,  although  the  now- 
defunct  Power  has  not  been  formally 
charged  with  anNthing. 

The  world  of  penny  stocks  has  always 
had  its  slick  operators.  But  Marchese's 

stock  manipulations,  accord-   

ing  to  lawsuits  and  former 

mployees.  were  so  brazen 

.at  brokers  could  "guaran-  j 

-'"a  client  a  30^'(  profit  in 
days.  The  only  hitch  was 
that  the  clients  rarely  saw 
any  cash.  Their  money  near- 
ly always  went  into  the 
next  Power  pick. 
BEEFY  VISITORS.  When  the 
system  was  clicking,  young, 
smooth-talking  salespeople 
could  earn  S40.000  a  month. 
The  downside  was  ha™g  to 

ve  in  fear.  The  tone  was 
-trt  by  Marchese's  desk,  an 
eight-foot  slab  of  black- 
specked  marble  on  top  of  a 
rish  tank — with  a  baby 
shark  inside.  Ernest  M. 
Park,  a  broker  who  worked 
in  Denver  and  Santa  Barba- 
ra. Calif.,  called  the  firm  an 
"intimidation  machine." 
Park,  who  took  his  records 
when  he  quit  last  year,  says 
he  was  \"isited  the  next  day 

V  two  beefy  managers 
V.  no  said  they  would  ti-ash 
his  apartment  unless  he 
handed  over  his  books.  He 
obliged.  Threats  of  \iolence 
against  brokers  were  com- 
mon, and  in  several  offices, 
those  who  took  unautho- 
rized breaks  had  theii*  desks 
turned  over,  smashed,  and 
even  chain-sawed. 

Marchese  began  his  fi- 
nancial career  m  1986  after  several 
years  in  vending  machines  and  construc- 
tion in  his  hometown  of  Rochester.  X.  Y. 
He  spent  a  few  months  there  with  a 
penny-stock  affiliate  of  First  Jersey  Se- 
curities Inc..  then  moved  with  several 

-  to  Denver  and  bought  a  small 

-  cige  for  §250,000.  Marchese  got  in- 
volved in  deals  put  together  by  con\"icted 
con  men  .Juan  Carlos  Schidlowski  (page 
124)  and  Joseph  V.  Pignatiello  and 
forged  an  alliance  with  Allied  Capital 

ji-p.,  controlled  by  a  former  Schid- 
cvvski  employee. 


By  early  this  year.  Power  had  14  of- 
fices, and  salespeople  kept  the  phone 
lines  hot  with  up  to  300  calls  a  day  each. 
To  engineer  its  alleged  manipulations, 
Power  \'irtually  cornered  the  market  in 
the  stocks  it  was  peddling.  Because 
Power  often  controlled  60'"c  to  80""^  of 
the  public  float,  it  could  dictate  prices. 
Says  a  former  office  manager:  "Rick 
was  the  market." 

The  domination  extended  to  the  entre 
preneurs  whose  stock  Power  marketed. 
When  companies  failed  to  live  up  to 
Power's  claims.  Marchese  sometimes 


remission. 


In  a  preliminan,' 
study  invohing  24 
hospitalized  patients, 
all  6  AIDS  patients 
experienced  clinical 


If  there  ever  was  a  disease  to  wipe  out  the 
human  race,  this  is  it  Don't  you  agree? 

With  the  number  of  AIDS  patients  up  84%  last  year 
and  estimated  than  more  than  1/4  miUion  people 
in  the  U.S.  willhave  AIDS  by    .  I  strongl}^  beleive 
now  is  the  time  to  get  involved  with  this  company. 

With  onh,'  23  million  shares  in  float  It's  not  going 
to  take  a  lot  of  bming  to  see  movement  in  the 
stock. 


WHEN  POWER  AND  ANTIGENICS  HYPED  AN  AIDS  CURE'  THAT  WAS  STIU 
BEING  TESTED,  THE  MEDICAL  COMPANY'S  STOCK  MORE  THAN  DOUBLED 


persuaded  theu*  owners  to  hand  over 
their  own  stock.  Mo\ie  producer  Law- 
rence Curtin  ended  up  resigning  from 
his  own  company  and  gi\ing  Power  his 
1  miUion  shares  of  Curtin  International 
Productions  for  nothing.  Curtin  denies 
that  Marchese  threatened  him,  as  some 
allege,  but  concedes  that  "Rick  and  I 
had  screaming  arguments."  Curtin  says 
he  gave  up  the  company  voluntarily  be- 
cause his  mo\ie.  One  Minute  to  Mid- 
night, lacked  a  distributor.  Since  Pow- 
er's collapse.  Curtin  has  regained  conn-ol 
of  the  company  and  found  a  distributor. 


Marchese  was  good  at  embellishing; 
company's  track  record.  In  summt; 
1987,  he  gave  brokers  in  Denver  Xm 
pieces  of  good  news  about  aids.  March 
se  told  them  that  a  technology  for 
mo\Tng  the  deadly  \-irus  from  patient 
blood  was  undergoing  clinical  tests  at ; 
Luke's-Roosevelt  Hospital  in  New  Yor 
and  most  of  the  24  who  used  it  were 
remission.  Along  with  this  exaggeratio 
he  told  them  the  hcensing  rights 
longed  to  a  peimy-stock  company,  An 
genics  Inc. — which  was  true.  Powei 
brokers  pitched  it  as  a  "major  medic 

 ;  breakthrough."  and  An 

genics,  with  no  sales  and  1 
tie  money,  saw  its  stoi 
climb  from  18c  to  3Tc.  La 
fall,  Antigenics  Chairm? 
Charles  E.  Berkoff  issued 
press  release  sajing  s 
were  in  remission. 

FRESH   START?    But  a 

Luke's-Roosevelt  spoke 
man  said  the  hospital  "1 
the  roof  about  the  relea 
and  told  Berkoff  to  st< 
claiming  that  patients  we 
in  remission.  Neither  tl 
hospital  nor  Yorituro  Inad 
its  researcher  working  wi 
Antigenics,  will  discuss  tl 
tests.  Berkoff  says  that 
issued  the  release  on  the  a 
\ice  of  his  attorneys  ai 
that  he  "'had  no  idea"  wh 
brokers  were  sajing  abo 
the  company. 

Inada's  findings  we: 
presented  at  a  major  XQ  ,^ 
conference  last  June 
Montreal,  but  they  w^ere  vMrr 
among  the  1,000  pape: 
deemed  significant  enouj 
for  oral  presentation, 
any  rate,  the  S1.6  milli( 
that  Antigenics  raised 
1986  in  a  public  offering 
now"  all  gone.  The  Horsha 
(Pa.)  company  is  trying 
raise  more  funds  to  conti 
ue  the  research.  The  stoc 
however,  now  sells  for  nei 
to  nothing. 
Wnen  Power  fell.  Marchese  was  st 
talking  of  recruiting  thousands  of  br 
kers  for  a  new  U.  S.-Canadian  networ 
For  the  time  being,  Marchese  is  hii 
low  in  Las  Vegas,  dealing  with  defen.' 
lawyers  instead  of  aggressive  broker 
Others  from  Power,  however,  are 
ready  making  fresh  starts  in  the  broke 
age  business.  The  regulators  who  didr 
find  it  worthwhile  to  go  after  the  Powi 
crowd  the  first  time  may  get  anothi 
chance. 

By  Pete  Engardio,  icith  David  Zigas, 
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LIVE  A  CUTTY  ABOVE 


To  send  a  gift  of  Cutty  Sark  anywhere  in  the  USA,  where  legal, 
dial  1-800-238-4373 
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BY  GENE  G.  MARCIAL 

GEORGIA  GULF 
MAY  BE  READY 
TO  SAY  'I  DO' 


It  isn't  surprising  that  Texas  finan- 
cier Harold  Simmons'  $50-a-share 
bid  for  Georgia  Gulf  hasn't  created 
much  excitement  among  the  takeover 
crowd.  The  arbs  are  gun-shy  after  the 
collapse  of  the  UAL  buyout  and  price 
declines  in  deal  stocks.  But  enthusiasm 
for  Georgia  Gulf  is  expected  to  heat  up 
again  fairly  soon,  say  some  big  inves- 
tors who  have  been  buying. 

Georgia  Gulf,  which  currently  trades 
at  51%,  is  whispered  to  be  ready  to 
name  a  merger  mate  in  a  week  or  so. 
No,  it  won't  be  NL  Industries,  a  chemi- 
cal company  controlled  by  Simmons 
that  owns  a  9.99'  stake  in  Georgia 
Gulf.  The  betting  favors  a  Taiwan- 
based  chemical  company  that  is  trying 
to  expand  its  share  of  the  U.  S.  market. 

Three  other  foreign  companies  are 
said  to  be  interested  as  well:  a  plastics 
maker  also  based  in  Taiwan,  a  Japa- 
nese chemical  company,  and  a  West 
German  industrial  conglomerate. 

One  New  York  investment  bank  esti- 
mates that  an  offer  by  the  Taiwan 
chemical  company — the  rumored  white 
knight — will  have  to  be  in  the  mid-60s 
for  Georgia  Gulf  to  accept  the  deal. 
Takeover  analysts  at  three  New  York 
investment  houses  put  Georgia  Gulf's 
asset  value  at  $65  to  $78  a  share. 

The  company,  a  leading  maker  of 
commodity  and  specialty  chemicals, 
was  a  division  of  Georgia-Pacific,  a  for- 
est-products company,  before  it  was  ac- 
quired in  1985  through  a  leveraged 
buyout  by  a  management-led  group  for 
$257  million.  The  pulp,  paper,  alumi- 
num, and  plastics  industries  are  heavy 
users  of  chemicals  that  Georgia  Gulf 
produces.  Georgia  Gulf  also  makes  aro- 
matic chemicals  and  natural-gas  prod- 
ucts such  as  methanol  and  ammonia. 
HEAVY  HAND.  Georgia  Gulf  went  public 
in  1986  at  $9.75  a  share.  If  rumors 
prove  to  be  correct  about  a  merger 
price  of  $65  a  share,  the  tab  for  the 
company  would  total  about  $1.6  billion 
based  on  24.5  million  shares  outstand- 
ing. Some  18.5%  of  the  stock  is  owned 
by  management  and  directors. 

Simmons  isn't  expected  to  come  up 
with  a  competing  bid.  He  proposed  a 
restructuring  deal  in  August  in  which 
Georgia  Gulf  shareholders  would  have 
received  $55  a  share  in  cash,  subject  to 
certain  conditions.  The  bid  propelled 


GEORGIA  GULF  STOCK 
SWINGS  SHARPLY 


AUG.? 
A  DOLLARS 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


the  stock  to  nearly  60  from  46  in  a 
matter  of  days.  But  management  re- 
jected Simmons'  offer,  causing  the 
stock  to  tumble  to  51.  When  Simmons 
came  back  with  his  scaled-down  bid  of 
50  on  Nov.  1,  the  stock  jumped  from 
49 '/2  to  51. 

After  spurning  Simmons'  first  offer, 
management  stated  that  it  would  pur- 
sue all  other  options,  including  a  re- 
structuring, merger,  or  sale  of  the 
company.  Charlie  Rose,  an  analyst  at 
Oppenheimer,  says  the  interested  for- 
eign companies  are  particularly  keen 
on  acquiring  a  chemical  company  with 
a  strong  capacity  in  the  integrated 
lines  of  commodity  and  specialty  chem- 
icals that  are  Georgia  Gulf's  forte. 


IS  DEERE  lOOKING  AT 
BUMPER  PROFITS? 


Shares  of  Deere,  the  world's  larg- 
est maker  of  farm  equipment, 
have  been  in  a  tailspin  since  Sep- 
tember, sliding  from  65  to  54.  The  Oct. 
30  end  of  a  one-month  strike  at  Deere's 
Wisconsin  lawn-and-garden-equipment 
plant  hasn't  stopped  the  decline. 

But  that  hasn't  bothered  some 
smart-money  investors  who  have  been 
building  up  big  stakes  in  Deere.  "Agri- 
culture is  a  part  of  the  moribund  econ- 
omy that  has  been  turning  around," 
says  Robert  Gintel,  chairman  of  Gintel 
Equity  Management.  Farm-equipment 
is  in  the  early  recovery  stages,  he  says. 
And  the  ingredients  for  a  long-term 
recovery  in  agricultural-equipment 
sales  are  in  place,  he  adds,  since  farm- 
ers are  now  equipment-poor  and  "in 
excellent  shape  financially." 
Gintel  sees  Deere's  earnings  surg- 


ing— starting  this  year.  He  figurei 
that  the  company,  which  earned  $3.90 
share  last  year, "will  net  $5.30  for  1989 
and  $7.25  in  1990.  His  estimate  is  high- 
er than  those  of  most  analysts,  which 
range  from  $6  to  $6.50.  Glutei's  confi- 
dence stems  from  the  lean  inventories 
and  surplus  operating  capacity  at 
Deere,  plus  its  efforts  to  curb  costs, 
including  cost-control  and  increased 
productivity  measures  at  its  industrial 
and  consumer-product  units.  Gintel 
thinks  Deere's  stock  could  climb  to  $75 
a  share  in  the  next  12  months. 

Another  Deere  bull  is  Mike  Garbisch, 
an  analyst  at  ids  Financial  Services  in 
Minneapolis.  He  likes  the  company's 
"solid  market  niche  with  minimal  for- 
eign competition."  Garbisch  says  that 
Deere  has  been  lucky  to  avoid  the  kind 
of  competition  that  has  tormented  Cat 
erpillar,  a  maker  of  heavy  construction 
equipment.  The  Japanese,  he  notes, 
don't  make  combines  or  lai'ge  tractors 
of  the  scale  used  in  the  American  Mid- 
west. And  they  aren't  likely  to  do  so  in 
the  foreseeable  future,  he  adds. 


KOLLMORGEN  COULD 
GET  AMBUSHED 


Shareholders  of  Kollmorgen  have 
suffered  through  two  mini- 
crashes  in  two  months.  In  Sep- 
tember, the  stock  tumbled  from  24  to 
16  in  just  seven  trading  days  after  a 
$25-a-share  bid  by  Vernitron,  a  private- 
ly held  company,  fell  apart. 

The  Oct.  13  market  crash  jolted  Koll- 
morgen again,  knocking  the  stock 
down  to  13,  where  it  trades  now.  But 
shareholders  of  this  maker  of  specialty 
motors  and  electronic-power  supplies 
for  the  military  and  aerospace  indus- 
tries may  want  to  hold  on.  Rumors  are 
that  an  investor  group  has  been  buying 
since  the  September-October  collapse 
in  order  to  make  a  run  for  the  compa- 
ny. A  Kollmorgen  spokesman  says  the 
company  wants  to  stay  independent. 

But  some  big  players  say  a  new 
takeover  deal  may  surface  at  around 
$18  to  $20  a  share.  Management  has 
stated  that  it  will  pursue  its  earlier 
plan  to  restructure  Kollmorgen  by  sell- 
ing its  electronic-interconnections  busi- 
ness— mainly  the  manufacture  of  print- 
ed-circuit  boards.  Kollmorgen  is  also  a 
major  maker  of  submarine  periscopes 
and  instruments  for  weapons  systems. 
Sales  last  year  rose  to  $345  million 
from  $301  million  the  year  before. 
Earnings  jumped  to  $1.34  in  1988  from 
3$  in  1987,  and  one  analyst  expects  a 
drop  to  $1  this  year. 
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You  can  hurt  a  Volvo, 
but  you  can't  hurt  it  much. 


I9EI 


VOLVO'S 

iR 


1974 


Astepbeymd 
in  safety 


1985 


The  execution  is  different, 
but  tiie  concept 
b  bosicany  the  same. 


19G9 


IT  TAKES  A  LOT  OF  DUMMIES 
TOMAKEACAR 
FOR  PEOPLE  WHO  THINK. 

k,  rev*  iB'id  pavtf  tntDif  in)  1^  l«Kvlull .  Anr'  x  lnnuti^nV'^".  •> 
jrfieanie*!  ••vnr-ynruxiimliSeliK'irHivK  *o«li™iill«<-« 

1975 


MAN  ACCIDENT.  COUID 
YOU  SURVIVE  YOUR  CAR? 


1986 


ARE  YOU  IN  THE  MARKET 
FC»  A  HARDTOP? 


m  CTREWiTH  OFA  VUVO 
K  0«LV  ONE  OF  FTS  STRONG  POfMTS. 


1976 


OUR  NEWEST 
SECURITY  BLANKET 

COMES  IN  THE 
FORM  OF  A  PILLOW. 


!■!  .*r  J  (4*.  ly  IjWW  t>  e 


1987 


IT  SHOULDN*T  TAKE 

AN  ACT  OF  CONGRESS 

TO  MAKE  CARS  SAFE. 

•4 

/r^^  lit 

VOLVO 

1973 


AWASON  BUILT  TO  CAim  CARGO 
MORE  PRECKHK  THAN  GRCKERIES. 


1977 


1989 


JNUKE  OTHER  CARS.VOiy(rS  RECORD  ON 
SAFETY  IS  WELL  DOCUMENTEa 

More  than  three  decades  ago,  Volvo  introduced  a  Recently,  other  manufacturers  have  begun  to  discuss 

mcept  virtually  unheard  of  in  the  American  automotive  safety  when  selling  their  cars.  But  who  cire  you  going  to 

dustry  Safety  trust?  A  car  company  that's  just 

And  year  after  year,  regardless  of  trends,  Volvo  has  started  to  promote  safety,  or  the  '\/'OIj\/'0 

)ntinued  to  build  cars  that  people  feel  secure  driving.  one  thats  defined  it  for  years.    A  car  you  can  believe  in. 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS;  1-800-221-9136    ©  1989  VOLVO  NORTH  AMERICA  CORPORATION. 


Over  150  other  airlines 
admire  our  maintenance ' 
so  mueii^  we  worlc  on 
theirplEines  tod^ 

How  weH  ah  airline  maintains  its  reputation  depends  , 
largely  on  How  well  that  airline  maintains  its  planes. 
Which  is  why,  after  considering  Lufthansa's  record 
for  on-time  performance,  so  many  other  airlines  have 
asked  Lufthansa  to  help  keep  their  planes  in  perfect 
working  order 

After  all,  if  so  many  other  airlines  ask  for  Lufthansa, 
shouldn't  you? 

People  expect  the  world  of  us; 

©  Lufthansa 

German  Airlines 

Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta,  USAir  and 
Continental/Eastern.  See  your  Travel  Agent  for  details. 
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D  BY  JEFFREY  ROTHFEDER 

(ASTER  VIDEOS  THAT  LET 
RORS  'SEE'  THE  ACCIDEHT 


Last  week,  the  Nation- 
al Transportation 
Safety  Board  held  hear- 
ings on  the  crash  of 
United  Airlines  Flight 
232  in  Sioux  City,  Iowa, 
which  killed  111  in  July. 
For  its  presentation,  Mc- 
Donnell Douglas  Corp., 
the  aircraft's  manufac- 
turer, hired  Forensic 
Technologies  Interna- 
tional to  produce  a  full- 
detail,  computer-animat- 
ed video  of  the  disaster, 
showed  how  the  fiery  crash  unfolded — a  story  the  compa- 
hinks  will  exonerate  it  from  total  blame.  To  reconstruct 
lisaster,  FTI  used  written  investigations,  engineering  calcu- 
ns,  and  information  from  the  plane's  black  box. 
,  based  in  Annapolis,  Md.,  has  made  more  than  300  ani- 
!d  videos  of  disasters  for  court  cases  and  hearings.  The 
3,  which  cost  from  $10,000  to  $200,000,  can  be  convincing, 
ne  case,  FTI  says,  a  car-crash  victim  who  was  asking  for 
million  settled  for  $650,000  after  seeing  the  recreation  of 
ivent,  which  showed  that  he  wasn't  entirely  blameless. 


lO'S  AFRAID  OF  COMPAQ? 
TNCR 


llowing  quickly  on  the  heels  of  Compaq  Computer  Corp.'s 
nnouncement  of  a  microcomputer  based  on  Intel  Corp.'s 
jrful  i486  microchip,  NCR  Corp.  has  unveiled  its  own  high- 
machine:  the  NCR  PC486/MC.  This  is  heady  territory  for 

a  PC-market  also-ran.  So  far,  the  bragging  war  over  i486 
lines,  which  can  support  huge  PC  networks  but  are  not 
cted  to  ship  until  sometime  next  year,  has  been  dominated 
eavyweights  IBM,  Compaq,  and  Hewlett-Packard, 
id  while  NCR  may  be  just  a  step  behind  Compaq  with  its 

it  has  jumped  ahead  in  one  other  respect.  Computer 
ler  Businessland  Inc.  plans  to  carry  NCR  computers  in  its 
computer  outlets,  replacing  Compaq,  which  earlier  with- 
'  as  Businessland's  second  PC  line  behind  IBM.  In  the  past, 
has  sold  its  PCs  directly  to  corporate  customers.  In  its 
ngs  with  Businessland,  NCR  was  helped  by  the  fact  that 
lew  computer,  which  costs  $10,000  and  up,  is  based  on 
;  MicroChannel  system  architecture.  Businessland  is  a  key 
orter  of  MicroChannel  over  the  extended  industry  stan- 

architecture  (EISA),  a  competing  approach  adopted  by 
paq,  Hewlett-Packard,  and  Olivetti,  among  others. 


OOTBALL  STAR  SCORES  IN  ONE  OF 
FTWARE'S  HOTTEST  GAMES 


rmer  National  Football  League  star  Fran  Tarkenton  isn't 
coring  touchdowns  on  the  field  anymore,  but  he's  racking 
oints  in  business.  Last  month,  he  quarterbacked  the  initial 
ic  offering  of  KnowledgeWare  Inc.,  an  Atlanta-based  com- 
'  that  designs  computer-aided  software  engineering  (CASE) 
rams.  KnowledgeWare  raised  $20  million  in  the  sale  of  1.7 


million  shares — 15%  of  the  company — and  Tarkenton,  chair- 
man and  chief  executive,  pocketed  an  additional  $1.9  million  by 
selling  more  than  10%  of  his  1.4  million  shares. 

CASE  technology  is  one  of  software's  hottest  areas.  Knowl- 
edgeWare customers  such  as  Caterpillar,  Du  Pont,  and  Martin 
Marietta  have  paid  as  much  as  $209,000  each  for  CASE  products 
that  help  them  speed  software  programming.  IBM,  which  re- 
cently announced  its  own  CASE  software,  got  a  jump  on  Knowl- 
edgeWare's  IPO  when  it  paid  $10.5  million  for  1.1  million 
KnowledgeWare  shares  in  August.  The  company  intends  to 
use  the  cash  for  product  development  and  acquisitions.  Still, 
it's  a  small  fry  in  an  emerging  market.  With  such  competitors 
as  Index  Technology,  Texas  Instruments,  Sage  Software,  and 
Pansophic  Systems  applying  pressure,  Tarkenton  will  have  to 
scramble  to  avoid  being  sacked. 


THIS  DATA  BASE  MAY  HELP 
SEND  MORE  KIDS  TO  COLLEGE 


Each  year,  colleges,  universities,  and  vocational  schools  com- 
pete for  a  big  market:  the  2.5  million  students  graduating 
from  U.  S.  high  schools.  The  schools  can  easily  identify  the 
academic  cream  of  the  crop,  thanks  to  national  tests.  But  it's 
harder  to  find  those  with  hidden  promise  among  lesser  achiev- 
ers. Many  of  these  students  graduate  without  getting  a  pitch 
from  any  college.  And  with  an  average  of  319  students  con- 
tending for  each  guidance  counselor's  attention,  high  schools 
can  do  little  to  help. 

Collegiate  Research  Services  Inc.  in  Arlington,  Va.,  is  work- 
ing to  change  all  that  with  a  huge  new  data  bank.  It  has 
contacted  24,000  principals  at  high  schools  in  the  U.  S.  and 
abroad,  asking  them  to  get  the  5.5  million  10th  and  11th 
graders  to  complete  a  personal  survey  of  their  skills,  interests, 
plans,  and  special  needs.  When  all  this  information  is  collected, 
recruiters  at  colleges  and  other  schools  will  be  able  to  search 
Collegiate's  data  bank  with  personal  computers  for  the  specific 
kinds  of  students  they  want.  It  costs  schools  $6,000  a  year  to 
use  the  data  bank,  and  Collegiate  expects  to  have  information 
on  70%  of  its  targeted  students  by  next  May. 


HACKER  HEAVEN 

IN  A  NEW  SHOPPING  MALL 


It's  billed  as  the  first 
computer  supermar- 
ket, but  it's  more  like 
a  high-tech,  three-ring 
circus.  The  Computer 
City  Supercenter,  which 
opened  this  week  in  Gar- 
den Grove,  Calif.,  near 
Los  Angeles,  has  dozens 
of  booths,  staffed  by 
such  computer  makers 
as  Apple,  Epson,  and 
IBM.  While  adults 
browse  through  exhibits 
and  demonstrations  of 
computers  and  peripherals,  kids  can  play  with  computer  games 
and  educational  software  at  the  family  center. 

Computer  City  also  has  a  software  lab  for  testing  programs 
and  a  business-services  center  where  fax  machines,  photocopi- 
ers, and  laser  printers  can  be  used.  Computer  City  plans  to 
open  an  additional  20  stores  during  the  next  five  years — the 
next  one  in  San  Diego. 
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NOT  LONG 
AGO,  MICHIGAN 
WAS  JUST  A  KID  IN 
THE  PLASTICS  INDUSTRY 

The  kid  sure  has  come  of  age.  Why,  in  the  mid-1980's  alone,  Michigan  accounted  for  half  of  all  new 
plastics-related  jobs  in  the  Great  Lakes  States  and  one-quarter  of  the  plastics  job  growth  nationally. 
And  not  simply  because  of  the  increased  use  of  plastics  m  the  auto  industry.  ■  Many  industries  draw 
on  the  expertise  and  resources  of  Michigan's  growmg  number  of  plastics  application  centers  Fabrica- 
tor support  industries  are  already  in  place  Resin  producers  benefit  from  nearby  chemical  feedstocks. 
Then  there's  Michigan's  state  government:  committed  to  providmg  the  best  possible  climate 
for  expansion  and  growth  ■  The  right  markets  are  here,  too  As  Carl  Haas,  President  of  Blue 
Water  Plastics,  puts  it,  "Michigan  is  a  great  environment  for  expansion  We  could  not  service  our 
customers  if  we  were  in  Illinois  or  Tennessee  We  need  to  be  where  the  engineering  centers  are." 
■  There  are  many  other  reasons  to  consider  Michigan  Call  (517)  373-8495  or  simply  write  Doug 
Ross,  Director,  Michigan  Department  of  Commerce,  525  W  Ottawa,  Lansing,  Ml  48909 

MY,  HOW  WE'VE  GROWK 

iM!CH!GAN 


The  future.  We're  iiiakinj;  more  ot  it  here. 


IT  LAW  I 


ITENT  ENFORCER— 

R  PROFESSIONAL  PLAINTIFF? 


ic  sues  a  lot  of  companies.  Now,  it  has  its  first  software  case 


|ene  Pardo  broke  new  ground  in 
"l970,  when  he  and  a  partner  de- 
k  signed  software  that  could  im- 
;  the  way  computers  arrange  infor- 
)n  on  what  are  now  known  as 
'onic  balance  sheets.  Thirteen  years 
with  a  patent  finally  in  hand, 
3  tried  to  sell  his  invention  to  soft- 
companies  that  create  spread- 
s — which  he  claimed  used  his  tech- 
•y.  The  companies  didn't  bite,  and 
D  discovered  a  harsh  reali- 
.  patent  is  only  good  if  it 
ae  enforced.  So  he  picked 
oughest  advocate  he  could 
Refac  Technology  Develop- 

Corp.  in  New  York. 

inventors,  Refac  is  a  sav- 
'o  its  enemies,  it's  a  merce- 

By  either  measure,  it's  a 
:ss.  It  acquires  the  broadest 
its  it  can  find,  then  pursues 
anies  that  make  products 
isedly  covered  by  the  pat- 
until  they  buy  licenses.  In 
'irst  nine  months  of  1989, 
;'s  revenues  nearly  tripled, 
[).2  million,  and  its  net  prof- 
ise  fourfold,  to  $2.5  million, 
i  'R'  US?  "We  are  in  the 
less  of  licensing,  not  litigat- 
asserts  Philip  Sperber, 
)resident  for  licensing  and 
mer  lawyer  with  the  Patent 
ademark  Office.  Still,  in  the 
five  years,  Refac  has  filed 

than  2,000  patent  infringe- 

suits.  Indeed,  in  a  column 
rote  recently  on  patent  liti- 
n,  Sperber  declared  that 
•rations  usually  resist  pay- 
licensing  fees  "unless  a 
.  action  is  filed." 
nerally,  Refac  prefers  big 
(S  with  deep  pockets  for 
n  buying  a  license  is  a  rela- 
'  minor  expense  compared 
lengthy  court  action.  When 
)anded  into  the  software  in- 
■y  last  July,  Refac  took  on 
f  the  biggest  names:  Lotus, 
on-Tate,  Borland  Interna- 
1,  Informix,  Microsoft,  and 
juter  Associates.  Based  on 
o's  patent,  the  case  is  one 
le  first  to  charge  infringe- 
:  of  a  software  design, 
s  a  touchy  subject  in  the 


industry,  where  software  traditionally 
has  been  copyrighted,  and  patents  have 
only  been  granted  since  1981.  The  soft- 
ware makers  want  the  case  dismissed. 

Refac  has  plenty  of  critics.  On  Apr. 
12,  for  instance,  a  federal  judge  in  New 
Jersey  blasted  the  company's  automatic 
teller  machine  patent-infringement  suit 
against  IBM  and  five  other  companies  as 
"frivolous,"  and  ordered  Refac  to  pay 
the  defendants'  legal  fees.  The  judge 


SOUflE  OF  REFACS  TARGETS 

LASER  TECHNOLOGY  In  1975,  Refac  buys  ;i  patent  covering 
laser  technology  from  inventor  Gordon  Gould,  then 
mounts  extensive  litigation  that  forces  settlements  from 
AT&T,  GM,  IBM,  and  others. 

DIGITAL  DISPLAY  TECHNOLOGY  In  1978,  Refac  sues  Sears, 
Timex,  Macy's,  and  others  over  the  design  of  digital  dis- 
plays used  in  watches  and  the  like.  Refac  had  acquired  the 
patents  from  Optel  Corp.  Some  companies  are  paying  roy- 
alties; other  suits  are  pending. 

VCRs  In  1987,  Refac  sues  49  companies,  including  Canon, 
Sharp,  Pioneer,  Hitachi,  Sanyo,  and  Fisher  over  technol- 
ogy covered  by  a  patent  acquired  from  entrepreneur  Jerry 
Lemelson.  So  far,  six  companies  have  settled. 

BAR-CODE  SCANNING  TECHNOLOGY  In  1988.  Refac  sues  to 
enforce  patents,  also  acquired  from  Lemelson,  covering 
bar-code  scanning  devices  used  on  labels  and  packages. 
Defendants  include  J.C.  Penney,  Tandy,  Eastman  Kodak, 
Honeywell,  and  Federal  Express.  The  cases  are  pending. 

SOFTWARE  In  July  1989,  Refac  brings  one  of  the  first  suits 
over  a  software  patent,  acquired  from  Rene  Pardo,  against 
six  software  companies.  In  a  pending  case,  it  claims  that 
the  patent  covers  key  spreadsheet  teclmology. 


noted  that  Refac  is  an  "experienced  liti- 
gator" who  "should  have  recognized  be- 
fore bringing  this  baseless  suit"  that  the 
technology  in  question  wasn't  covered 
by  its  patent.  Refac  is  appealing. 

In  a  case  last  February  in  California,  a 
federal  judge  said  Refac's  lawyers  were 
"grossly  delinquent  in  keeping  their 
promises  to  opposing  counsel,"  costing 
defendants  "needless  time  and  expense." 
Charles  B.  Wang,  chairman  and  CEO  of 
Computer  Associates,  the  No.  1  U.  S. 
software  producer,  calls  Refac  an  "am- 
bulance chaser,"  a  charge  it  denies. 
ELBOW  ROOM.  President  Eugene  M. 
Lang's  goal  when  he  founded  Refac  in 
1952,  he  says,  was  helping  the  little  guy. 
As  head  of  a  small  maker  of  fasteners, 
he  had  looked  for  a  company  to  help 
license  his  goods  overseas.  None  existed, 
so  Lang  formed  Refac.  Over  the  years, 
Refac  hired  lawyers  and  sought  licenses 
more  aggressively.  It  found  the  lime- 
light with  a  patent  acquired 
from  Gordon  Gould,  the  inven- 
tor of  the  laser.  Refac  sold  the 
patent  to  an  outside  company  in 
1985,  three  years  before  all  the 
suits  over  it  were  concluded,  but 
retains  167f  of  worldwide  laser 
royalties.  Gould  gets  20%. 

Refac  may  hit  another  jackpot 
with  the  software  patent  it 
bought  from  Pardo  and  his  part- 
ner, Remy  Landau.  Refac  claims 
the  patent  covers  a  process  that 
spreadsheets  use  to  tell  comput- 
ers how  to  execute  instructions. 
Refac  wants  a  5%  royalty  from 
the  six  defendants  for  the  17- 
year  life  of  the  patent.  Although 
it  took  the  Patent  Office  13 
years  to  grant  the  patent,  the 
delay  may  have  helped  Pardo 
and  Landau,  since  spreadsheets 
only  recently  became  big  mon- 
ey-makers. Says  David  Fink,  Re- 
fac's group  patent  counsel:  "It's 
a  shame  they  had  to  wait  for 
the  patent.  But  on  the  positive 
side,  the  patent  would  have  ex- 
pired by  now,  and  they  wouldn't 
have  made  money." 

The  Pardo  patent  may  be 
hard  to  enforce,  experts  say, 
but  it  is  just  vague  enough  to 
give  Refac  room  to  maneuver. 
The  litigation  could  last  for 
years,  especially  since  it  is  one 
of  the  first  patent  infringement 
cases  and  courts  have  few  prec- 
edents to  guide  them.  But  Refac 
prides  itself  on  careful  investi- 
gation before  taking  on  clients, 
and  it  has  the  resources  to  go 
the  distance.  Like  Gould,  Pardo 
and  Landau  may  become  rich 
someday.  If  they  do,  Refac  will 
get  a  big  slice  of  the  pie,  too. 
By  Celia  McAllister  in  New  York 
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The  Association  of  Joint  Ventures-USSR,  and 
The  International  Council  for  New  Initiatives  in  East-West  Cooperation  (Vienna) 

present 


This  unprecedented  international  symposium  ivill  set  forth  practical  advke—from  both  the  Soviet 
and  Western  perspectives— on  haiv  to  turn  political  charige  into  profitable  opportunity. 


k  On  issues  ranging  from  trade, 
finance,  and  manufactur- 
ing, to  law,  marl<eting,  and 
diplomacy,  an  outstanding 
and  authoritative  roster  of 
experts  will  provide  attendees 
with  the  resources  to  make 
critical  trade  and  invest- 
ment decisions. 


*  Meet  and  speak  with  members 
of  the  USSR's  new  private 
sector— the  Soviet  managers 
of  some  of  the  most  excit- 
ing new  Soviet-Western 
joint  ventures. 


*  Hear  the  case  studies  of 
American  and  European  firms 
in  diverse  industries  that  have 
been  first  to  make  long-term 
commitments  within  the 
restructuring  Soviet  economy. 


*  Creative,  yet  real,  solution 
alternatives  to  profit  repati 
tion  and  other  obstacles  wi 
be  presented  and  evaluated 
vis-a-vis  the  opportunities 
available  in  and  outside 
of  Moscow. 


I 
l( 


:iie 


Symposium  attendees  will  receive  a  specially-prepared  set  of  practical  reference  materials, 
essential  primary-source  documents,  and  substantive  analyses  concerning  perestroika's  impact. 

Business  Week's  co-sponsors  for  this  event  are  Finnair,  Frank  B.  Hall  &  Co.,  FYl  Information  Resources, 
Integrated  Strategies  Trade  Consultants  and  Parsons  Friedmann  Stephan  and  Rose. 


PABSONS  FDItlllllUUiN  STEPHAN  S  ROSE 


M  A  R  K  t  r  I  N  (, 
A  0  V  E  R  T  I  M  N  (. 
PUBLIC  RF.LATI()N^ 
O  F  f  I  (  K  S  IN 
BOSTON.  MOSCOW 


International  Council 
for  New  Initiatives  in  East- West  Cooperatior 


INFORMATION  RESOURCES 
FOR  A  CHANGING  WORID 


International  Political  Risk 
Insurance  Brokers 


Integrated  Strategies 

Trade  Consultants 


Association  of  Joint  Ventures 
International  Unions  ond  Organizations 


Make  sure  your  firm  accurately  assesses  trade  and  investment  opportunities  in  this  promising  new  region. 
Call  (800)  848-9018  or  (212)  512-4930  for  detailed  information. 
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EAST  BIOCS 
100  BILLION  PHONE  BILL 


stem  companies  are  scrambling  for  deals  to  upgrade  those  obsolete  communications  systems 


Iungarian  businessman  Marton 
Salamon  still  rues  the  day  two 
years  ago  when  he  bought  a 
ling  in  Budapest  to  house  his  fast- 
nng  computer-systems  company.  An 
luated  phone  hookup  limited  his  new 
quarters  to  one  call  at  a  time — in  or 
There's  a  14-year  wait  in  Hungary 
new  phone  connections.  And  Icon 
puting  Ltd.,  Salamon's  joint  venture 
a  British  company,  is  losing  deals 
use  it  can't  communicate.  It's  a  com- 
plight  in  Eastern  Europe,  where 
Id  War  Il-vintage  phone  technology 
indering  efforts  to  attract  invest- 
t  and  raise  living  standards. 
3w,  that  could  change.  Hungary,  Po- 
,  and  the  Soviet  Union,  among  oth- 
may  spend  $100  billion  on  major  ef- 
5  to  modernize  their  phone  systems 
the  next  decade.  This  jackpot  has 


U.  S.  and  European  phone  executives  jet- 
ting off  to  Budapest  or  Moscow  to  stake 
a  claim.  And  they  are  getting  a  warm 
welcome.  "We  can't  be  competitive  with- 
out Western  partners,"  says  Arpad 
Csurgay,  deputy  secretary  general  of 
the  Hungarian  Academy  of  Sciences. 
BIG  SWITCHES.  The  Hungarians,  for  in- 
stance, are  talking  deals  with  dozens  of 
Western  companies,  including  Nynex 
Corp.,  the  New  York  phone  company. 
On  Oct.  23,  Hungarian  electronics  maker 
Videoton  announced  a  $16  million  joint 
venture  with  Standard  Elektrik  Lorenz 
(SEL),  the  West  German  subsidiary  of 
France's  Alcatel,  to  produce  big  central 
switches  for  phone  systems.  Earlier  this 
year.  West  Germany's  Siemens  set  up  a 
similar  joint  venture  in  Yugoslavia  with 
the  state-run  electronics  company,  Iskra. 
And  Northern  Telecom  Ltd.  is  negotiat- 


ing to  build  a  new  Polish  long-distance 
network.  Says  Peter  R.  Brown,  director 
of  international  sales  at  GPT,  the  big 
British  telecommunications  company: 
"The  prospects  are  unlimited." 

To  be  sure,  there  are  serious  concerns 
over  how  debt-ridden  governments  in 
Hungary  and  Poland  and  a  strapped  So- 
viet treasury  will  pay  for  modernization. 
And  restrictions  on  technology  transfer 
from  the  West  continue  to  hamper  sales 
of  advanced  equipment  to  Warsaw  Pact 
countries.  Even  so,  the  reforms  sweep- 
ing Eastern  Europe  have  raised  hopes 
that  these  obstacles  can  be  overcome. 

After  casting  off  ^nigle-party  Commu- 
ai.^t  rule  this  vear,  Huiijiary  and  Poland 
Willi  io  leinlegrate  their  economies  with 
W ester  1  Europe-  and  start  making 
their  cun  encie.s  convertible  into  Western 
hard  r airencies  by  the  mid-iy90s.  West- 
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Why  settle  for  a  single  player, 


PrlnterPropertles 
DOS  Print  spooler 
Postscript  File 


IBIVI  Personal  Pageprinter 


Document 
Collated  Copies 
Uncol.  Copies 
Selected  Pages 


when  you  can  have  the  whole  orchestra? 

IBM  Interleaf  Publisher.  The  desktop  publishing  ensemble  that  does  it  all. 


Until  now,  most  desktop  publishing  software 
played  only  one  tune.  Some  performed  page  layouts. 
Others  executed  graphics.  Then  there  were  the  word 
processing  virtuosos.  And  the  charting  soloists. 

But  now  there's  IBM  Interleaf"  Publisher.  It  per- 
forms all  these  functions,  and  makes  them  work 
together  in  concert.  So  all  you  need  is  one  desktop 
publishing  instrument  to  do  the  work  of  many.  Wliat  s 
more,  the  critics  agree  Interleaf 
does  it  all  better  and  faster  than 
the  packages  that  only  play  solo. 
Which  makes  you  more  productive, 
whether  you  work  alone  or  with 
others,  on  anything  from  simple 
memos  to  fuHy  orchestrated  publi- 
cations. Especially  when  you  add  the  power  and  speed 
of  any  386"-based  IBM  PS/2®  and  the  ereat-lookine 


results  you  get  with  an  IBM  LaserPrinter. 

Pop-up  menus  that  let  anyone  play  like  a 
pro.  Practice,  practice,  practice'.''  Not  with  IBM 
Interleaf.  Its  pop-up  menus  lead  you  through  any  task. 
So  you're  free  to  improvise.  Create.  Even  show  off  a 
little.  And  if  you  want  to  change  your  tune,  that's  easy, 
too.  Start  with  a  spreadsheet,  and  transform  it  into  a 
pie  chart,  then  to  a  bar  chart,  then  to  a  line  graph- 
instantly. 

If  all  this  sounds  like  an  overture  you  can't 
refuse,  contact  your  IBM  marketing  representative  or 
IBM  Authorized  Dealer  and  ask 
about  IBM  Interleaf  today.  To  find 
the  dealer  nearest  you,  call 
1  800  IBM-7257,  ext.  146. 
And  get  ready  for 
the  applause. 


I  and  PS,  2  are  registered  trademarks  of  International  Business  Machines  Corporation 

rieal  is  a  trademark  ot  Interleaf,  Inc 

•  IS  a  trademark  of  Intel  '  1989  IBM  Corp 
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ern  banks  and  governments  already  are 
offering  lines  of  credit,  and  most  suppli- 
ers are  willing  to  do  barter  deals.  With 
400  million  East  bloc  phone  customers  at 
stake,  no  one  wants  to  risk  a  late  start. 
Notes  Pyotr  S.  Kurakov,  chief  of  foreign 
relations  for  the  Soviet  Ministry  of  Posts 
&  Communications:  "Many  Western 
companies  are  asking  to  do  joint  ven- 
tures with  us." 

BARTER  DEALS.  Given  his  urgent  need  to 
provide  more  consumer  goods.  President 
Mikhail  S.  Gorbachev  probably  can't  af- 
ford the  $96  billion  needed  to  put  a 
phone  in  every  Soviet  home  by  the  year 
2000.  But  he  may  spend  half  that.  In  the 
gilded  rooms  of  Moscow's  forbidding 
communications  headquarters  on  Gorky 
Street,  Alcatel,  Siemens,  and  AT&T  are 
on  the  verge  of  setting  up 
joint  ventures  to  make  big 
phone  switches.  American 
Telephone  &  Telegraph  Co., 
which  wants  a  third  of  the 
new  Soviet  market,  is  nego- 
tiating a  deal  to  build  and 
operate  a  digital  phone- 
switching  center  in  Mos- 
cow. Profits  could  be  taken 
out  in  a  barter  arrange- 
ment, perhaps  for  timber, 
says  Jan  Van  Hunnik,  sales 
coordinator  for  AT&T  Net- 
work Systems  International 
in  the  Netherlands.  That's 
because  the  Soviet  ruble 
may  not  be  convertible  into 
U.  S.  dollars  for  many  years  to  come. 

The  most  ambitious  project  is  a  deal 
with  an  eight-member  international  con- 
sortium headed  by  U.  S.  West  Inc.  in 
Englewood,  Colo.  The  Soviets  came  up 
with  the  idea  of  linking  Japan  and  Eu- 
rope with  a  high-speed,  11,000-mile, 
trans-Siberian  fiber-optic  cable.  The  proj- 
ect would  update  the  Soviet  system 
quickly.  And  it  would  bring  in  hard-cur- 
rency revenues,  since  the  consortium's 
feasibility  study  forecasts  double-digit 
growth  in  phone  traffic  between  Europe 
and  Asia.  Former  Presidential  candidate 
Gary  Hart  introduced  the  Soviets  to 
U.  S.  West,  which  knows  how  to  lay  ca- 
ble in  rugged  terrain.  The  American 
company  says  financing  would  come 
from  banks,  suppliers,  and  the  other  con- 
sortium members:  British  Telecom,  Ita- 
ly's Stet,  Denmark's  Great  Northern 
'Telegraph  and  Telecom  Denmark,  Ja- 
pan's Kokusai  Denshin  Denwa,  Austra- 
lia's OTC,  and  the  Soviets  themselves. 

The  phone  projects  dovetail  with  in- 
creased lending  by  Western  govern- 
ments to  Eastern  Europe  to  help  hasten 
political  and  economic  reforms.  That 
gives  some  domestic  suppliers  an  edge, 
and  the  Germans  have  been  the  most 
aggressive  so  far.   La.st   month,  SEL 


edged  out  both  LM  Ericsson  and  North- 
ern Telecom  to  win  the  deal  with  Hunga- 
ry's Videoton,  thanks  partly  to  a  $270 
million  loan  German  banks  gave  Hunga- 
ry. The  Germans  also  hope  for  an  edge 
in  the  Soviet  Union,  by  virtue  of  a  $1.6 
billion  credit  line  that  Deutsche  Bank 
has  extended  to  Moscow. 

Meanwhile,  the  Swedish  government 
and  a  consortium  of  banks  have  created 
a  $667  million  export  fund  for  the  Soviet 
Union.  And  the  French  have  announced 
$620  million  in  export  credits  for  Poland, 
some  of  which  is  likely  to  finance  sales 
of  Alcatel  equipment  and  joint  ventures 
for  manufacturing.  The  East  bloc  en- 
courages such  competition  among  lend- 
ers. "That's  the  basis  on  which  we  will 
choose  a  partner,"  says  Jerzy  Tomas- 


THE  EAST  BLOC'S 
LACK  OF  PHONES... 


..MEANS  HEAVY  SPENDING 
TO  CATCH  THE  WEST 


Phone  lines 

Planned  telecommunications 

per  100  people 

spending  until  the  year  2000 

(vs.  U.S.  average  of  48. 1) 

Billions  of  dollars 

EAST  GERMANY 

23.3 

SOVIET  UNION 

$96.0 

UECHOSIOVAKIA 

13.0 

POLAND 

15.0 

YUGOSLAVIA 

12.9 

HUNGARY 

7.0 

HUNGARY 

10.0 

EAST  GERMANY 

4.9 

SOVIET  UNION 

9.7 

CZECHOSLAVAKIA 

2.5* 

POLAND 

7.0 

YUGOSLAVIA 

2.0* 

BULGARIA 

less  than  1 

BULGARIA 

1* 

DATA:  AT&T'S  THE  WORLD  S  T£L£PHONES.  BW 

*By 1995 

zewski,  deputy  director  of  Poland's  com- 
munications ministry. 

The  biggest  immediate  obstacle  to 
phone  modernization  is  whether  suppli- 
ers can  win  approvals  from  the  Paris- 
based  Coordinating  Committee  on  Multi- 
lateral Export  Controls  (Cocom).  Made 
up  of  NATO  members  and  Japan,  Cocom 
limits  exports  of  strategic  technology  to 
Eastern  Europe  and  China.  For  instance, 
the  Soviets  want  to  start  laying  the  Sibe- 
rian cable  by  June.  But  Cocom  has  to 
approve  shipping  the  project's  engine:  a 
high-speed,  565-megabit-per-second,  fi- 
ber-optic transmission  system.  It  takes 
such  a  system  to  handle  8,000  calls  si- 
multaneously, along  with  data  and  video 
transmission — the  assumptions  on  which 
the  project's  return  is  based — yet  Cocom 
currently  bans  the  sale  of  equipment  of- 
fering more  than  34-megabit-per-second 
transmission. 

All  this  is  turning  the  spotlight  on 
U.  S.  policymakers,  who  have  resisted 
pressure  from  Europe  and  Japan  to  re- 
lax Cocom  regulations.  Like  the  U.  S. 
West  consortium,  many  companies  are 
negotiating  deals  to  sell  restricted  tech- 
nology on  the  assumption  that  curbs  will 
soon  be  eased.  Alcatel  is  awaiting  Cocom 
approval  on  a  proposed  deal  to  sell  the 


Soviets  $1  billion  worth  of  big  phce 
switches.  It  would  also  need  appro\l 
for  a  related  joint  venture  it  is  discu- 
ing  with  Krasnaya  Zarya,  a  Leningrl 
company,  to  assemble  such  switches. 

With  U.  S.  interests  at  stake,  m(t 
phone  executives  expect  a  gradual  lo  - 
ening  of  Cocom  rules,  or  more  exci- 
tions  to  the  curbs.  "The  shackles  will  i 
lifted  fairly  readily  and  rapidly,"  p- 
dicts  GPT's  Brown.  Western  Europe  ? 
stepping  up  pressure  on  the  Bush  I 
ministration,  and  technology  transfer 
likely  to  be  on  the  agenda  when  Prt- 
dent  Bush  meets  with  Gorbachev 
Dec.  2.  Until  curbs  ease,  companies  v 
adapt.  "If  one-megabit  chips  are  restri 
ed,  they  can  be  replaced  with  four  2 
kilobit  chips,"  says  Hans-Gerd  Negle 
a  Siemens  director. 

The  Europeans  worn 
U.  S.  concession  on  Oct.  ' 
when  Cocom  agreed  to  : 
up  a  committee  to  consici 
new  policies  toward  Hung- 
ry, which  may  quadruple 
phone  capacity  in  the  199' 
and  Poland,  which  may  a: 
15  million  phone  lines.  Hi 
gary  may  even  deregul; 
some  basic  phone  servic 
next  year  and  allow  f 
eigners  to  build  networks 
some  regions. 
'MISSIONARY  WORK.'  Sui 

liberalization  may  be  a  lof 
time  coming  in  the  rest  f 
Eastern  Europe.  But  many  Westcj 
companies  already  are  spotting  nic 
markets  where  they  can  earn  hard  ci- 
rency  profits.  Under  a  joint  venture  w 
the  Soviets  called  Comstar,  GPT  will  • 
stall  100  computerized  pay  phones  a 
Moscow  designed  to  accept  Wester 
credit  cards  or  cards  paid  for  with  haJ 
currency.  And  IDB  Communication 
Group,  which  already  provides  ne 
agencies  with  satellite  links  between  a 
Soviet  Union  and  the  U.  S.,  is  setting  3 
a  joint  venture  to  expand  capacity  al 
add  new  services. 

Western  executives  caution  that  • 
may  take  years  for  the  job  of  moderr 
ing  Eastern  Europe's  phone  systems  d 
become  a  big  business.  For  one  thing,  i 
entire  generation  of  engineers  and  tei 
nicians  will  have  to  adjust  to  new  tei 
nologies.  "It's  like  missionary  worl 
says  Carl-Henrik  Strom,  a  vice-presidti 
at  Sweden's  Ericsson.  And  if  per 
troika  fails,  so  could  phone  projec. 
Still,  there's  enough  potential  to  starU 
mini  gold  rush,  even  though  striking-t 
rich  will  require  patient  prospecting. 

By  Gail  E.  Schares  in  Budapest,  wi 
Rose  Brady  in  Moscow,  Mark  Maremontl 
London,  Thane  Peterson  in  Paris,  Jol 
Keller  in  New  York,  and  bureau  report\ 
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INFORMATION  PROCESi 


Mitsubishi 

fax  machines 

Free*  for  the 
next  six  months. 


Amitsubishi 

THREE  DIAMOND. 


No  payments  fur  six  months.  And  no  interest  if  paid  off  in  six  months. 


When  you  buy  a  Mitsubishi  fax  machine  using  a  Mitsubishi 
Three  Diamond"  Card,  you  can  delay  making  the  payments  for 
six  months.  And  if  you  choose  to  pay  off  your  purcnase  within 
six  months,  it's  interest-free. 

So  visit  your  authorized  Mitsubishi  f;ix  dealer  tcxlay 
It  could  be  about  the  only  time  you  enjoy  waiting 
around  to  pay  for  something. 


A  MITSUBISHI 

TECHNICALLY,    ANYTHING    IS  POSSIBLE 


THIS  APPLIES  HJ  MX  MACH/NH  PURCHASES  ONLY  Pun  fiusi-s  tiuule  h'twc-n  Nwc-mhcr  y  ami  Nwcmhcr  27.  m^.  are  c/igihic  /or  this  fm)moium  su/iiec  t  to  cRsiom.'T 
crctirta()i)r(«'<J  (>\  m«  (i  ;>ur(  luucs /irwiuf  c  /wrw's  u'i/l(iccn<fntii  rate  oj  up  to  18  '■)6'\'.  ANNUA!  PERCENTA(7E  RATE  Ij  mu  li /nm fiiiii's  urc /wni  m/ij/ unthm  /HOitn,'.  of 
the  Inmhoie  cUite.  -your  at  count  mil  he  credited  for  all  la\ance  arui  imuranif  charnei  u'/iic/i<ttcni<'  durnijj  ilu-  ISO-ikn  Ivnod  For  tfu-  rvune  of  vour  ai<t/iori;fii  dcuiir  <  uJ/ 
(800;624-8Wy«t,290A  ©I98yMitH<bi,s;iiElfctnt  Suits  Amcrno,  Jm 


To  stay  aii  ve  people  need  salt, 
but  not  necessarily  flamingos. 
Had  we  blindly  folicved  this  prem- 
ise when  we  began  oroducing 
salt  in  Bonaire,  Nethe  snds 
Antilles,  nature  would  he  ^  lost 
another  red  flamingo  bre  ding 
ground  -  of  which  only  four  remain. 


When  we  broke  ground  for 
our  plant  in  1964.  we  counted  a 
mere  700  nests  in  an  area  adja- 
cent to  our  project.  We  could 
have  eliminated  them  for  the  sake 
of  expediency.  Instead,  we  chose 
to  protect  them.  Since  then  salt 
production  has  exceeded  our  ex- 


pectations, which  is  noteworthy. 

Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  It  is  not  our  intention 
however  to  have  you  remember 


us  as  "the  leading  fla 
preservation  group"  but 
sponsible  world  leader' 
production  of  salt. 

Not  to  mention  our 
in  car  refinishes.  carboi 
textile  and  carpet  fibers, 
catalysts  and  rubber 


iYWOULDNT 
SIANDON. 


oduced  by  Akzo  is  used 
water,  make  slippery 
!  and  enhance  flavors  — 
t  be  eggs  at  a  Dutch 
,  the  bread  and  top- 
Danish  open-sandwich 
>r  a  bucket  of  southern 
en  for  dinner  in  the  US. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo  have  spread  our  wings. 

We  are  70,000  people  in  50 


countries:  one  of  the  world's 
largest  companies  in  chemicals, 
fibers,  coatings  and  health  care . . . 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 
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Investing 


INSIDER  TIPS  THAT  AREN'T 
OUTSIDE  THE  LAW 


ention  insider  trad- 
ling.  and  people  think 
I  of  whispered  secrete 
and  ill-gotten  gains.  But  much 
insider  trading  is  perfectly  le 
gal.  open,  and  well  worth 
watching.  In  following  the 
bujing  patterns  of  the  offi- 
cers, directors,  and  major 
shareholdei-s  of  public  compa- 
nies, you're  seeing  executives 
put  large  chunks  of  their  own 
money  in  what  they  know 
best.  "It  may  not  be  possible 
to  know  what  insiders  know, 
but  it  is  feasible  to  do  what 
they  do,"  says  Norman  Fos- 
back.  head  of  the  Institute  for 
Econometric  Research  in  Fort 
Lauderdale.  Fla. 

Hea\->"  insider  bu\ing  can 
be  a  signal  that  top  execu- 
tives see  big  things  on  the  ho- 
rizon. Peter  LjTich.  who  runs 
Fidelit>''s  perennially  success- 
ful Magellan  Fund,  finds  in- 
siders a  rich  source  of  clues. 
"There's  no  better  tip-off  to 


the  probable  success  of  a 
stock  than  that  people  in  the 
company  are  putting  their 
money  into  it,"  he  declares  in 
One  Up  on  Wall  Street 
(S19.95.  Simon  &  Schuster). 

Stocks  that  insiders  buy  in 
the  open  market  tend  to  per- 
form about  50'~'<:  better  than 
the  average  stock  in  the  fol- 
;  lowing  year,  says  Fosback. 
j  who  edits  a  bimonthly  news- 
'  letter.  T7ie  Insldeis  (S49  for  a 
year's  subscription:  800  327- 
6720).  And  academic  studies 
show  that  insider  buys  also 
beat  the  market  over  a  10- 
year  period.  Insider  selling  is 
more  difficult  to  gauge,  since 
insiders  often  sell  their  shares 
for  many  reasons  other  than 
the  declining  fortunes  of  their 
companies. 

Obnously.  you're  not  going 
to  act  on  everything  everj"  in- 
sider does.  Focus  on  stocks 
with  "consistent  patterns  of 
unusual  beha\ior"  such  as  re 


curring  large  purchases  over 
six  months  to  a  year,  says  edi- 
tor Aaron  Feigen  of  hisidei'S 
Outlook  newsletter  (S195;  212 
349-2372).  And  look  for  some 
consensus.  "Rather  than  see 
one  insider  purchase  100.000 
shares,  we're  more  interested 
in  seeing  10  insiders  buy  5.000 
shares  each."  adds  Allan  Had- 
hazy.  a  Fosback  associate. 

Transactions  by  CEOs  often 
precede  a  merger  or  divesti- 
ture, and  such  deals  can 
spark  a  sharp  but  often  tem- 
porary move  in  a  company's 
stock.  Bu\"ing  by  \-ice-presi- 
dents  is  a  better  sign  of 
mounting  confidence  in  a  com- 
pany's longer-run  future, 
some  experts  say.  because  it 
represents  more  of  a  personal 
financial  commitment. 

If  the  stock  you're  consider- 
ing is  already  25^<r  above  what 
the  insider  paid,  tn"  to  wait 
until  it's  recei\"ing  less  atten- 
tion. "Sometimes  the  best 


time  to  pigg}"back  playersP<Cr 
one  to  three  years  after 
major  investor  surface 
says  Michael  Lamb,  editor 
the     monthly     newslet  c 
Wealth  Monitors  (S12o. 
941-7990). 

WAITING  GAME.  Clearly,  it 
quii'es  patience  to  invest  w  z 
the  insiders.  Officers  and 
rectors,  as  well  as  owners 
lO^f  or  more  of  a  stock,  hj 
until  the  10th  of  the  moi 
after  any  transaction  to 
port  it  to  the  Securities  &  M;^ 
change  Commission,  and  1  '. ; 
diness  is  common.  And 
number  of  officers  report 
may  fall:  An  SEC  propo 
may  change  the  definition 
officer  to  exempt  many  rr 
die-management  executi\ 
who  don't  have  access  to  sjfci 
sitive  information. 

You  can  find  these  repo 
in  the  Official  Summary 
Security  Transactiom  a 
Holdings,  put  out  monthly 
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PERSONAL  BUSH 


TAKING  THE  INSIDE  TRACK 


.  S.  Government  Print- 
fice  in  Washington  ($67; 
^3-3238).  Then  there  is 
,1th  of  newsletters,  in- 
y  Vickers  Weekly  In- 
Report  ($152;  800  645- 

and  The  Insiders' 
tide  ($350;  407  394- 
Value  Line  Investment 
y  ($495;  212  687-3965) 
riefly  notes  insider  ac- 

For  computer  data 
there's  a  good  listing  in 
ing  mth  the  Insiders 
ly,  by  Aaron  Feigen 
)on  Christensen  ($19.95, 
&  Schuster). 
5  insiders  buy,  you  rare- 
e  to  worry  that  they'll 
;ut  you  with  a  quick 
in  part  because  they 
repay  to  the  company 

made  by  selling  its 
within  six  months.  Fei- 
ates  that  Warren  Buf- 
aited  years  in  the  early 
for  the  rejuvenation  of 
insurance.  "In  the  third 


Stocks  with  highest  insider  ratings 
(NYSE) 


Stocks  with  lowest  insider  ratings 
(NYSE) 


Company 


Buy  to  sell     Insider  Company 


Buy  to  sell  Insider 


ratio 

rating* 

ratio 

rating 

GLOBAL  MARINi 

6:1 

10 

MOTOROLA 

5:31 

0 

CITYTRUST  BANC. 

6:0 

9 

VISTA  CHEM. 

1:18 

0 

INTERCO 

7:0 

9 

HOUSTON  IND. 

1:15 

0 

AMFAC 

3:0 

8 

TOYS  'R'  US 

1:12 

0 

BEST  BUY 

4:2 

8 

CM 

3:26 

0 

*lnsider  ratings  are  based  in  pari  on  ftie  number  of  insiders  troding,  their  rank,  the  size  of  these 
transactions,  the  price  of  the  stock  relative  to  the  insider's  price,  and  the  unanimity  of  buying 
or  selling.  An  insider  rating  of  10  is  best,  5  is  neutral,  and  0  is  worst. 

DATA  THE  INSTITUTE  FOR  ECONOMETRIC  RESEARCH  (PUBUSHED  IN  TH[  INSIDERS) 


or  fourth  year  the  stock  went 
up  100%  and  then  quintu- 
pled," says  Feigen. 

Can  you  find  another 
GEICO?  Maybe,  says  Feigen,  if 
you  go  for  "the  worst-per- 
forming stocks  with  the 
greatest  amount  of  insider 
bu\ing."  Two  at  the  top  of  his 
list:  BankWorcester  Corp., 
where  15  different  insiders 
and  two  outside  groups  have 
invested  heavily  since  early 
1988,  and  Consolidated  Fibres, 


where  Chicago  investor  Sam 
Zell  holds  just  under  65%  of 
the  stock  (and  has  paid  an  av- 
erage IVh,  while  the  current 
market  price  is  4%). 
THE  TIP-OFF.  Stocks  that  Fos- 
back's  newsletter  rates  as 
buys  include  Balfour  Ma- 
claine.  Blue  Chip  Value  Fund, 
Data  I/O,  and  USG.  Blue  Chip 
Value  Fund,  a  closed-end  in- 
vestment company,  saw  some 
insider  buying  about  a  month 
ago,  when  insiders  bought 


shares  at  around  7.  That's  for 
a  fund  whose  net-asset  value 
is  $8.50  per  share,  according 
to  Fosback,  who  recommend- 
ed the  stock  and  bought  in  at 
7%.  Aside  from  selling  at  a 
discount  to  net  asset  value, 
Fosback  notes  that  since  the 
fund  invests  in  blue-chip 
stocks,  it's  a  play  on  a  rising 
market. 

Sometimes  insider  buying  is 
too  widespread  to  ignore. 
About  a  year  ago,  Fosback 
noticed  heavy  buying  in  Co- 
lumbia Pictures  and  recom- 
mended buying  the  stock  at 
9%.  "We  observed  large  buy- 
ing by  six  company  direc- 
tors," says  Fosback.  One 
bought  more  than  a  million 
shares  in  June  and  July.  "At 
the  time,  nothing  much  was 
happening  with  the  compa- 
ny," says  Fosback.  But  when 
Sony  announced  its  plans  to 
purchase  Columbia,  the  stock 
tripled.  Suzanne  Woolley 


Photography 

LOSE-UP 
CLASSIC 
AERAS 


imeras  have  gotten  a 
ot  more  complicated  of 
ate — mainly  to  make  i; 
for  people  who  know 
about  photography  to 
;ood  pictures.  But  with 
ach  attention  paid  to 
ech  features  such  as 
atic  focusing  and  expo 
ontrol,  it's  easy  to  for- 
lat  some  classic,  bare- 
cameras  still  make 
'  pictures  than  most 
terized  models. 

35mm  photography, 
;  Leica,  with  Rollei  and 
Iblad  the  leaders  in  the 
2 1/4 -inch  film  format. 
European-designed  gear 
te  expensive,  especially 
bought  new.  Expect  to 
pwards  of  $1,500  for  a 
md  standard  lens  and  as 
as  $2,000  each  for  addi- 
lenses.  But  the  equip- 
is  so  well  crafted  and  in 
iemand  that  it  will  hold 
ue  for  years, 
e  important,  these  cam- 
an  change  your  idea  of 


TRIED  AND  TRUE:  A  ROLLEIFLEX  2.8GX  AND  A  LEICA  M6 


a  good  photograph.  They  can 
create  images  of  a  quality 
just  not  attainable  with  even 
the  most  automatic,  fudge 
proof  models.  The  reason:  su- 
perior optics.  Japan  may  sell 
the  most  cameras,  but  Germa- 
ny still  makes  the  best  lenses. 

Perhaps  the  best  introduc- 
tion to  that  famous  tradition 
is  the  Leica,  which  for  .50 
years  has  set  the  standard  in 
35mm  photography.  Leica 
lenses  are  renowned  for  mak- 
ing images  that  are  crisper 
and  richer  than  most  others, 
in  color  or  black  and  white. 

You  can  choose  between 
two  types  of  Leica:  the  classic 


M-series  rangefinder  or  the  R- 
series  single-lens  reflex  (SLR), 
each  using  its  own  set  of 
lenses.  Long  popular  with 
photojournalists,  the  M  cam- 
eras are  compact  and  whisper- 
quiet.  Leitz,  the  manufactur- 
er, now  builds  only  the  M-6 
rangefinder,  equipped  wnth  a 
behind-the-lens  light  meter. 
With  standard  lens,  it  sells  for 
$2,760  at  Ken  Hansen  Photo- 
graphic in  New  York.  Lenses, 
although  confined  to  the 
21mm-to-135mm  range,  in- 
clude the  50mm  Noctilux. 
With  a  maximum  f-stop  of  1.0, 
it's  one  of  the  most  light-sen- 
sitive lenses  available. 


In  the  reflex  line,  there's 
the  electronically  shuttered  R- 
5,  with  automatic  exposure 
control,  and  the  mechanically 
shuttered  R-6.  Expect  to 
spend  about  $2,320  for  an  R-5 
and  $2,720  for  an  R-6  with 
standard  50mm  lenses.  Their 
reflex  focusing  enables  them 
to  use  a  broad  range  of  lenses 
and  accessories. 
WAR  HORSES.  A  less  costly 
way  into  the  venerable  Leica 
system  is  to  buy  used  equip- 
ment, which  is  abundant.  An 
M-3  body  and  lens,  vintage 
late-1950s,  for  instance,  can 
be  had  for  about  $500,  says 
Stan  Tamarkin,  a  New  Haven 
Leica  dealer.  But  beware  of 
older,  screw-mount  Leica 
lenses,  which  might  be 
scratched  from  years  of  use. 

If  you  want  to  shoot  larger 
film  to  produce  higher-quality 
enlargements,  consider  a  Rol- 
lei or  a  Hasselblad.  Their  120 
film,  with  an  image  area  al- 
most four  times  larger  than 
that  of  35mm  film,  means 
heavier  equipment.  But  their 
German  Zeiss  and  Schneider 
lenses  are  hard  to  beat  for 
quality.  The  $2,200  Rolleiflex 
2.8GX  is  the  latest  in  Rollei's 
famous  line  of  twin-lens 
reflexes.  Hasselblad's  low- 
end  500CM  goes  for  about 
$2,600.  John  Verity 
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Imagine  what  a  Canon  Color  Laser  Copiili 


One  look  at  the  high  quality 
color  and  clarity  of  the  new 
Canon  GDlor  Laser  Copier  200  and 
its  benefits  for  business  become 
equally  clear. 

After  all,  it's  the  only  true  full- 
color  copier  for  business  with  Canons 
unique  Digital  Image  Processing 


ray  easy  e»  let-oed  paymenls  wiin  rue  Carxxi  CreO.t  Ca>d 
:  i<  Iw  Oeiails  31  pai!icipaling  Canon dealefsafyj'eiailers 


System.  A  remarkable  technology 
that  uses  a  finely  focused  laser 
to  reproduce  graphics,  photos, 
slides,  or  negatives  at  quality 
comparable  with  professional 
printing.  An  extraordinary  256 
gradations  per  color  and  400 
dots  per  inch. 


Digital  creative  functions  a  ^ji; 
presentation  materials 
ike  charts,  graphs  ani 
transparencies  to  be 
enlarged  up  to  400^ 
reduced  up  to  50%  < 
edited  instantly — ar 
all  with  complete  r,^^ 


lid  do  with  a  pie  chart. 


mtiality.  For  faster  multi-page 
i,  the  ACS  function  will  auto- 
lly  recognize  and  copy  black- 
lite  text  pages  at  a  quick  20 
nute. Together  with  automatic 
ent  feeding  and  sorting 
lity,  this  very  well  may  be  the 
pier  an  office  needs. 


If  a  Canon  Color  Laser  Copier 
200  can  do  all  this  for  proposals  and 
pie  charts,  imagine  what  it  can  do  for 
your  business. 

lb  find  out  more  call 
1-800-OK-CANON  or  write  to 
Canon  USA  Inc.,  P.O.  Box  3900, 
Peoria,  Illinois  61614. 


Cation  ^^onn 

caan  LASER  ccpiER  dJU 

The  Digital  Difference. 
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Smart  Money 

WHEN  DO  'DIVIDEND  PLAYS' 
REALLY  PAY  OFF? 


It's  no  secret  that  IBM  and 
its  stockholders  have  been 
having  a  rough  ride  lately. 
Big  Blue's  stock  price  recent- 
ly fell  below  the  $100-a-share 
level  for  the  first  time  in  five 
years,  and  many  analysts 
predict  a  drop  in  earnings. 
Some  pundits  even  sneer 
that  Philip  Morris  has  re- 
placed IBM  as  the  stock-mar- 
ket bellwether.  But  perhaps 
all  is  not  lost.  Last  spring, 
IBM  declared  a  quarterly 
cash  dividend  of  $1.21 — an 
increase  of  ll(t  a  share  over 
the  last  dividend. 

IBM  stock  had  been  re- 
born— as  a  "dividend  play." 
Because  of  the  steep  fall  in 
the  stock  price,  IBM  is  sud- 
denly yielding  a  respectable 
59f .  And  it  may  appeal  to  in- 
vestors. But  investing  in  a 
stock  just  to  capture  a  high 
yield  is  an  iffy  proposition, 
analysts  warn.  When  a  com- 
pany suddenly  raises  its  divi- 


FIVE  HIGH-DIVIDEND  STOCKS 


Stock  Dividend 
yield 

Price  change 
since  Jan.  1 

SOUTHERN  CO. 

7.8% 

27.3% 

CM 

6.9 

4.5 

NYNEX 

5.6 

17.4 

EXXON 

5.2 

4.8 

IBM 

5.0 

-19.9 

S&P  500-STOCK  INDEX 

(AVERAGE) 

3.4 

20.4 

DATA;  STANDARD  &  POOR'S  CORP 


dend,  it  may  be  cloaking  a 
weakness  in  its  stock  or 
earnings  outlook. 

Many  analysts,  for  exam- 
ple, are  still  bearish  on  IBM 
because  of  expected  poor 
sales  in  its  mainframe  com- 
puters. Rick  Martin  of  Pru- 
dential-Bache  Securities  pro- 
jects a  decline  in  IBM's 
earnings,  to  $9.15  a  share  in 
1990  from  $9.30  in  1989.  "I 
wouldn't  buy  that  stock  or 
any  other  just  for  the  yield," 
he   explains.    "After  all, 


Treasury  bonds  offer  a  yield 
of  about  8%.  The  idea  of  "buy- 
ing equities  is  to  beat 
bonds." 

Nevertheless,  dividend 
plays  abound,  and  they  may 
comfort  investors  in  the  cur- 
rent climate  of  wildly  volatile 
markets.  "These  stock  plays 
are  designed  for  patient  in- 
vestors who  want  to  buy 
shares  of  quality  compa- 
nies," says  Arnold  Kaufman, 
editor  of  Standard  &  Poor's 
The  Outlook. 

POWER  PLAY.  Utility,  tele- 
phone, auto,  and  oil  stocks 
historically  have  had  divi- 
dends well  above  the  aver- 
age yield  on  stocks  in  the 
S&P  500  index,  currently  at 
3.47'.  And,  companies  that 
sell  goods  or  services  that 
are  essential  to  everyday  liv- 
ing are  the  ones  that  often 
pay  high  dividends.  The 
stocks  represent  a  broad 
sampling  of  industries  in 
which  companies  typi- 
cally generate  strong 
cash  flow  and  steady 
earnings  growth.  The 
average  yield  on  the 
dividend  of  a  utility 
stock  is  approximately 
7.2%,  says  Daniele 
Seitz  at  Smith  Barney, 
Harris  Upham.  "In  pe- 
riods of  high  market 
volatility,  electric  utili- 
ties provide  an  attrac- 
tive return,"  she  says. 

Determining  the  like- 
ly direction  dividends 
will  take  is  not  a  simple  task. 
At  this  point,  analysts  are 
evenly  divided  on  the  issue. 
Optimists  say  corporations 
are  flush  with  enough  cash 
to  pay  out  healthy  dividends 
next  year.  But  the  pessimists 
believe  that  dividends  will 
grow  at  a  slower  pace 
through  1990  as  the  economy 
weakens.  Whoever  is  right, 
it  is  important  to  remem- 
ber that  equities  are  more 
than  just  dividend 
plays.  Jon  Friedman 


WORD  PROCESSING 
FOR  THE  COMPUTER-SHY 


veryone  knows  someone 
who's  computer-illiterate 
land  proud  of  it.  Maybe 
it's  a  friend  who  has  returned 
to  college  in  midlife  and  has 
papers  to  write,  or  someone 
whose  home  office  has  out- 
grown a  typewriter.  But  get  a 
computer?  Not  on  your  life. 

Try  suggesting  a  persona! 
word  processor.  Sold  by  Smith 
Corona,  Brother,  and  Pana- 
sonic, a  PWP  is  a  simpler, 
cheaper  alternative  for  any- 
one who  must  put  words  on 
paper.  At  $450  to  $900,  it 
mates  a  typewriter  with  a 
computer's  word  processing 
ability  and  display  screen. 

It  takes  just  minutes  to 
learn  to  compose  a  letter  or 
term  paper  on  the  screen— in- 
serting, deleting,  and  trans- 
posing words  or  paragraphs, 
and  specifying  bold  or  under- 
lined type.  Some  models  beep 
to  signal  errors  in  spelling  or 
grammar.  When  the  onscreen 
document  looks  right,  press  a 
key  and  the  PWP  prints  it  out. 

Most  models  have  various 
typefaces  on  changeable  daisy 
wheels.  Computer  users  ac- 
customed to  speedier  dot-ma- 
trix printers  may  find  the 
pace  slow,  but  few  top  typists 
could  beat  it. 


The  memory  on  one  of 
smallest     units — Broth 
WP-60  model,  a  $450 
pound   portable — can  h[.- 
about  50  typewritten  pa 
And  eight  pages  can  be  st( 
on  each  of  any  number [i 
magnetic  cards  that  slip  inf: 
keyboard  slot.  At  $500,  P;* 
sonic's      desktop  mo 
KXW1500  boasts  a  full-s 
25-line  display  and  stores  c 
on  standard  3 '/2 -inch  comj 
er  disks. 

NO  FUN.  A  PWP  won't  let 
play  games  or  draw  graj 
link  up  with  data  bases, 
communicate  with  PC  us^ 
But  for  small-business  owr 
or  budgeteers  who  want 
track  income  and  expen: 
several  units  have  bull 
spreadsheets  that  can  bala 
a  checkbook  or  handle  bill 
The  PWP's  forte,  howe 
is  writing.  A  "merge"  feat 
on  most  models  lets  you  s 
personalized  letters  to  en 
address  lists,  or  to  a  spec 
target — customers  in  one 
code,  say.  And  if  you  nee( 
address  a  label  in  the  mids 
writing  a  short  story,  ; 
press  a  key  to  turn  your  I 
into  a  typewriter;  anot 
press  takes  you  back  to  y 
creative  work.        Don  Di 
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PERSONAL  BUS 


"He^  flying  up  fiom  L. A. 
just  for  my  party 
And  He  drinks  Johnnie  Walker." 


Ghod  taste  is  always  an  assetT 


©  1889  Schieftelin  i  Somerset  Co  ,  New  York.  NY.  Blended  Scotch  Whisky  43.4'H>  AlcA/oi  (86  8°) 


COME  AWAY  AN  INSTANT  WINNER 
WHEN  YOU  STAY  AT  MARRIOTT 


WE'RE  GIVING  AWAY  FIFTY  1990  FORD  THUNDERBIRDS,  HUNDREDS  OF  RESORT  TRIPS 
AND  4,500,000  OTHER  TRAVEL  PRIZES  WORTH  OVER  $90,000,000. 
To  play  and  win,  get  a  WINTER  INVITATIONAL  GAME  CARD  every  time 
you  register  at  a  Marriott  Hotel  or  Resort  or  rent  from  Hertz 
now  through  February,  1990. 


marriott«/2» 


WINTER  INVITATIONAL  GAME 

NO  PURCHASE  NECESSARY  To  obtain  Game  Card  and  Rules;  Hand  Prim  and  Mail  4  «  9  SASE  and  3  x  5' 
S?TncI  ^-"^'"®^"'*^'''*'®**®"''  ""^*'^'"°''"'''"^f'''^''"N'''ER  INVITATIONAL  to:  Card  Request  PO  Box 
9370.  Brrdgeport.  CT  06699.  Limit  one  request  person  25  years  of  age  or  older  week.  No  requests  honored 
from  clubs'groups  Return  postage  not  required  from  WA  residents  Free  Game  Card  and  Rules  available 
at  Marriott  front  desk  Hertz  counter  in  AL  and  HI.  Requests  must  be  received  by  1  31  90  or  while  suoDlies 
last:  award  claims  by  3  31  90.  VOID  WHERE  PROHIBITED  Not  available  outside  U  S  or  at  Marriott  Co-ifer- 
ence  Centers.  Courtyard  by  Marriott.  Fairfield  Inn.  or  Residence  Inn,  and  some  Hertz  licensee  locations. 


idex  to  Companies 

i  index  gives  the  starting  page  for  a  story  or  fea- 
:  with  a  significant  reference  to  o  company.  Most 
sidiories  ore  indexed  under  their  own  names, 
npanies  listed  only  in  tables  are  not  included. 
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million 

Americans 
can't  read. 

And  guess 
tiieprice. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back...  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


M  CBalition  for  Literacy 
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WHEN  I  SAf  SHARP 
I  MEAN  BUSINESS!" 


HEAVY  INDUSTRY  TO  HIGH  FINANCE. 


From  heavy  industry  to  high-finance.  Sharp  means 
business.  More  businesses  are  relying  on  Sharp  advanced 
technology  and  high-quality  products  than  ever  before. 

Sharp  brand  fax  machines  outsold  all  other  fax 
machines  for  two  years  in  a  row.  Sharp  copiers  were  rated 
number  one  for  copy  quality.  More  sales  were  rung-up  on 
Sharp  electronic  cash  registers,  more  numbers  crunched 


BANKING  SYSTEMS  •  CALCULATORS . 

©  1989  Sharp  Electronics  Corporation 


on  Sharp  professional  calculators  and  more  work  done  on 
Sharp  computers. 

Now,  the  Sharp  National  Accounts  Program  (SNAP) 
offers  large  businesses  a  comprehensive  product  line  back( 
by  full  service  and  support. That  s  why  no  matter  what  yoi 
business.  Sharp  means  business. 

Call  1-800-BE-SHARPand  learn  more. 


FROM  SHARP  /WINDS 
CO/WE  SHARP  PRODUCTS- 
COLOR  SCANNERS  •  COMPUT  tRS  .  C  OPIfcRS  •  LLECTRONK  CASH  REGISTERS  &TYPEWRITERS  •  FACSIMILE  •  LASER  PRINT! 


vestment  Figures  of  the  Wee 


ENTARY 

g  to  signs  of  a  slowing 
ly,  the  Federal  Reserve 
ihort-term  interest  rates, 
ites  dropped  0.2  percent- 
ints,  and  the  bond  market 
too.  That  helped  stocks  re- 
omewhat  from  continuing 
jintments  over  corporate 
One  encouraging  sign  is 
s  insider  sentiment  indica- 
ack  in  the  positive  zone, 
jntinues  to  glitter,  v^ith  in- 
I  gold  stocks  and  gold  mu- 
ids  shov/ing  the  best  four- 
jturns. 
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Nov.       May  Nov 


52-week  change 
+  23.7% 


BONDS 


THE  DOLLAR 
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Treasury  Index  ^ 


52-week  change  1-week  change 
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J.  P.  Morgan 
Index 


52-week  change  1 -week  change 

+  4.5%  0.0% 


RKiT  ANALYSIS 
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change 
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2623.4 

-0.9 

23.8 
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178.3 

-0.8 

23.1 

COMPANIES  (Russell  2000) 

167.2 

-0.4 

15.5 

MPANIES  (Russell  3000) 

190.5 

-0.8 

22.5 

%  change  (local  currency) 

SN  STOCKS 

Latest 

Week 

52-week 

N  (FINANCIAL  TIMES  100) 

2203.6 

2.0 

20.7 

(NIKKEI  INDEX) 

35,595.6 

0.1 

26.2 

rO  (TSE  C0MP0SI1E) 

3927.0 

-0.2 

20.4 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

7.9% 

8. 1  % 

7.8% 

30-YEAR  TREASURY  BOND  YIELD 

7.9% 

7.9% 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.2% 

3.5% 

S&P  500  PRICE/EARNINGS  RATIO 

13.9 

13.8 

1 1.9 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

336.8 

335.7 

Positive 

Stocks  above  26-week  moving  average 

34.8% 

38.1% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.36 

0.33 

Neutral 

Insider  sentiment;  Vickers  sell/buy  ratio 

1.96 

2.12 

Positive 

ISTRY  GROUPS 


WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC. 


%  change 
4-week  52-week 


Price 


MINING 

15.1 

30.7 

PLACER  DOME 

19.2 

38.0 

IBVs 

RANCE  BROKERS 

11.6 

43.8 

MARSH  &  McLENNAN 

15.1 

48,2 

86% 

ERTY-CASUALTY  INSURERS 

3.8 

37.6 

CHUBB 

9.8 

58.8 

891/2 

RiC  POWER 

2.4 

16.1 

SCECORP 

6.3 

13,5 

37% 

DRINKS 

1,5 

57.0 

COCA-COLA 

3.0 

67.1 

72 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stcKk  in  group 

% 

4-week 

change 
52 

-week 

Price 

NES 


EBUILDING 


NGS  AND  LOANS 


ISPORTATION  SERVICES 


-30.8 


40.6 


UAL 


f^EERING  AND  CONSTRUCTION 


-17.5 


-4.0 


RYDER  SYSTEM 


-36.8 


83.4 


-18.3 


-10.1 


1 79% 


-23.9 

31.7 

KAUFMAN  &  BROAD 

-34.7 

52.7 

UVs 

-19.6 

30.5 

GREAT  WESTERN  FINANCIAL 

-22.2 

19.8 

18% 

-18.9 

23.2 

FLUOR 

-20.5 

48.7 

29 

22% 


TUAL  FUNDS 


MORNINGSTAR  INC 


RS 

ek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

^AM  GOLD  EQUITIES  INDEX 
RNATIONAL  INVESTORS 
NCIAL  STRATEGIC  GOLD 

1  1.7 
10.4 
10.0 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 
FIDELITY  SELECT  SAVINGS  &  LOAN 
NATIONAL  AVIATION  &  TECHNOLOGY 

-16.7 
-15.2 
-14.7 

k  total  return 

% 

52-week  total  return 

% 

ER  SMALL  CAPITALIZATION  PORTFOLIO 
hWARE  GROUP  TREND 
)MAN  DEAN 

66.3 
53,8 
53.6 

STRATEGIC  GOLD/MINERALS 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

ROCHESTER  GROWTH 

-24.3 
-13.1 
-5.3 

Average  fund 
52-week  total  return 


E 

1 

ATIVE  PORTFOLIOS 


amounts 
ent  the  present 
oi  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
y  total  returns 


U.  S.  stocks 
$12,381 

-1.63% 


Treasury  bonds 
$11,985 

+  0.37% 


Foreign  stocks 
$10,894 


-1.45% 


nil 


Money  market  fund 
$10,730 

-1-0.16% 


DATA  RESOURCES  INC. 


Gold 

$9,124 

+  2.34% 


on  this  page  ore  os  of  market  close  Wednesday,  Nov,  8,  1989,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Nov.  7.  Mutual  fund  returns  are  as  of  Nov,  3.  Relative  portfolios  ore  valued 
detailed  explanation  of  this  page  is  available  on  request. 
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TREATING  OUR  AILING 
HEALTH  URE  SYSTEM 


Ei 


I  mployees  may  be  kicking  and  screaming,  but  managed 
health  care  is  on  the  march.  From  a  standing  start  at 
I  the  beginning  of  the  decade,  plans  that  restrict  em- 
ployees' freedom  of  choice  now  cover  tvvo  of  even.-  three 
American  workers.  Thus  far,  managed  health  care  has  failed 
to  prevent  the  explosion  in  medical  costs,  so  companies  are 
tightening  up  even  more  (page  110). 

These  plans  limit  choice  and  hurt  the  pocketbook,  but  they 
still  desen^e  support.  Corporate  America  can't  stand  a  dou- 
ble-digit rate  of  medical  inflation  and  stay  in  business  in  an 
increasingly  competitive  world.  Indeed,  with  almost  12%  of 
gross  national  product  going  to  pay  for  the  health  care  bill, 
the  U.  S.  has  higher  medical  costs  than  any  other  industrial- 
ized nation — and  unless  curtailed,  they  could  reach  15%  of 
GKP  by  1999.  If  costs  are  not  controlled,  companies  will  be 
forced  to  opt  out  of  health  insurance  or  get  the  federal 
government  to  take  over  the  health  care  business.  Historj- 
suggests  government  isn't  a  low-cost  suppUer  of  amthing. 

The  potent  mixture  of  high-tech  medicine  and  an  aging 
population  \'irtually  guarantees  upward  pressure  on  costs. 
Health  maintenance  organizations  (HMOS)  and  preferred  pro- 
uder organizations  (PPOSi  are  the  two  most  familiar  devices 
that  companies  use  to  put  cost  pressure  on  doctors. 

A  cost-conscious  patient  backed  by  the  corporation  has  the 
best  chance  of  forcing  doctors,  hospitals,  and  the  whole 
medical  communitj'  to  become  cost-conscious  without  irrepa- 
rable damage  to  qualit>-.  So  far,  companies  and  employees 
are  more  at  each  others"  throats  than  uniting  to  strangle 
medical  costs.  In  unionized  companies,  fights  over  who 
should  pay  for  health  care  are  the  leading  cause  of  strikes 
this  year.  In  nonunion  companies,  employees  are  disgnmtled 
by  new  medical  plans  that  look  like  forced  pay  cuts. 

To  make  the  system  work,  companies  must  recognize  that 
they  have  a  health  responsibility'  to  their  employees.  Man- 
aged health  care  will  only  work  if  management  con\inces  its 
workers  that  it  is  as  interested  in  the  quality  of  medical  care 
as  it  is  in  the  cost.  Otherwise,  there  is  no  way  the  employees 
will  become  a  partner  in  the  fight  against  an  arrogant,  out- 
of-control  medical  establishment.  So  far,  U.  S.  doctors  have 
managed  to  beat  any  system  of  cost  control.  They  should  be 
made  to  understand  that  they  must  be  a  part  of  the  solution. 
If  they  don't,  they  will  end  up  as  high-paid  bureaucrats 
rather  than  independent  businesspeople. 


IT'S  TIME  TO  JAIL 
PENNY-STOCK  CROOKS 


Penny-stock  fraud  is  becoming  something  of  a  national 
embarrassment.  For  the  past  several  years,  the  Secu- 
rities &  Exchange  Commission  and  federal  prosecu- 
tors have  directed  their  energies  at  high-profile,  big-ticket 
enforcement  cases,  mostly  in  the  realm  of  insider  trading. 


It's  becoming  clear  that  they  have  had  their  priorities  miec 
up.  While  the  feds  have  gotten  rope  bum  trying  to  twist  ae 
Racketeer  Influenced  &  Corrupt  Organizations  Act  int  a 
noose  for  Michael  Milken  and  his  ilk.  real  hoods  who  ouht 
to  be  in  jail  are  ovemmning  the  market  for  low-priced,  oi- 
the-counter  stocks. 

State  securities  regulators,  who  are  left  to  step  into 
breach,  estimate  that  investors  are  losing  $2  billion  a  \a. 
from  penny-stock  fraud  (page  124).  In  chilling  testimony  s: 
September  before  a  House  subcommittee.  Lxjrenzo  Formx). 
a  veteran  penny-stock  broker — and  con\icted  felon  withf 
mitted  ties  to  the  mob — said  that  organized  crime  infe.-t 
of  the  OTC  market.  Even  if  Formato  exaggerates,  his  \V( 
should  be  a  clarion  call  for  law  enforcement  official; 
finally  start  taking  this  crime  seriously. 

The  SEC  is  toughening  rules  for  "cold"  calls  and  draf 
legislation  to  help  keep  banned  brokers  from  returning 
the  business  as  "promoters."  These  are  needed  steps, 
the  hard  part  isn't  drafting  new  laws  or  rules,  w'hich  ltl 
usually  ignore.  Regulators  at  the  SEC  and  state  and  fed 
criminal  prosecutors  must  rise  above  their  traditional 
squabbling  and  cooperate.  If  they  can't  jail  penny-si: 
criminals,  stealing  from  investors  will  likely  stay,  in  r 
words  of  one  promoter,  "quick,  clean,  and  easy." 


CAPITAL  GAINS:  i 
PROCEED  WITH  CARE 

The  Bush  Administration's  effort  to  cut  tax  ratesteil| 
capital  gains  is  dead  for  this  year.  There  may  be  a  if  ' 
run  in  the  Senate  within  the  next  week  or  so,  bi 
will  fail.  And  everybody  will  go  home  until  next  year,  t  || 

Notwithstanding  Bush's  failure  to  win  passage  of  ca] 
gains  tax  cuts  this  year,  there  is  broad  support  in  bo 
House  and  Senate  to  restore  some  incentive  for  ca 
gains.  But  Democrats  (and  privately  many  Repubh' 
have  some  preconditions.  They  will  oppose  any  tw^o-yearire 
sale  cut  in  the  rate,  such  as  the  scuppered  Administ 
plan  that  would  have  cut  the  top  rate  from  33%  to  1 
Senate  Finance  Committee  Chairman  Lloyd  Bentsen  (D- 
wants  a  permanent  cut,  and  he  wants  it  tied  to  a  b: 
budget  agreement.  Many  on  the  Hill  have  in  mind  a 
deficit  reduction  bill  next  year  that  includes  spending  n 
tions  and  net  revenue  increases.  Part  of  that  bill  could 
cut  in  the  capital-gains  rate. 

WTiat  kind  of  cut?  Bush  has  said  he  wants  investors  ir 
managers  to  think  long-term.  That  argues,  to  some  de^ 
for  a  "buy  and  hold"  investment  strategy.  And  the  best  c. 
to  encourage  buy  and  hold  is  to  index  capital-gains  taxi 
inflation.  Yet  Bush  has  opposed  indexing  proposals,  favi 
instead  a  two-year  cut  in  capital-gains  rates. 

Cutting  capital-gains  taxes  will  cost  the  government 
ey  in  the  long  run,  no  matter  w^hat  the  supply  siders 
That's  not  necessarily  a  bad  thing.  But  Ojngress  and 
should  decide  w'hat  they  want  to  accomplish  before  pi 
out  subsidies.  Once  they  define  their  goal,  they  can  tai 
tax  subsidy  to  fit.  Approving  anything  with  the  words 
tal  gains"  attached  won't  do  much  for  the  economy. 
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Add  color  to  your  communications  and 
be  the  one  they  remember.  A  copy  center  with 
a  Kodak  ColorEdge  copier  can  do  it  in  minutes. 
Call  1 800  255-3434,  Ext.  151. 

Color  makes  the  difference.  Color  makes  your 
presentations,  reports  and  overheads  more 
memorable.  And  it's  quick  and  easy.  A  copy 
center  near  you— the  one  with  the  Kodak 
ColorEdge  copier-duplicator— can  copy  your 
color  originals,  or  even  add  color  to  your 
black-and-white  originals!  ColorEdge  copiers, 
the  world's  fastest  color  copiers,  deliver 
the  color  quality  you'd  expect  from  Kodak, 
23  times  a  minute.  Call  for  the  name  and 
address  of  the  color  copy  center  in  your  area. 

Kodak  ColorEdge  copier-duplicators. 
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'At  Cornell,  were 
preparing  engineers 
for  tomorrow 
by  putting  them 
on  Digitals 
workstations  today'' 


"Cornell's  College  of  Engineering 
is  recognized  as  one  of  the  best  in  the 
country.  Only  by  staying  at  the  fore- 
front of  technology  and  teaching  can 
we  maintain  that  reputation.  That's 
where  Digital  and  its  workstations 
come  in. 

"We  chose  Digital's  DECstation" 
3100  and  VAXstation '  3100  worksta- 
tions for  a  number  of  our  programs 
because  of  their  technical  excellence. 
For  speed,  price/performance  and 
robustness  of  the  ULTRIX'"  and  VMS'" 
operating  systems,  they're  outstanding. 
With  the  workstations,  we're  seeing 
our  students'  insights,  problem- 
solving  ability  and  teamwork  greatly 
enhanced.  In  fact,  they're  heralding 
the  second  renaissance  of  engineering. 

"Our  relationship  with  Digital  is 
exemplified  by  Project  SOCRATES, 
an  innovative  educational  program  we 
pioneered  and  make  available  to  other 
schools.  It  takes  graphics  software 
developed  in  graduate  research  pro- 
jects and  turns  it  into  workstation- 
based  instructional  programs  for 
undergraduate  engineers.  Digital's 
support  is  helping  make  Project 
SOCRATES  a  success  worldwide." 

The  rewards  of  working  together. 

Digital's  high-performance  work- 
stations offer  a  unique  combination 
of  power  and  networking  capability 
for  turning  information  into  a  shared 
resource.  And,  we  back  them  with 
worldwide  service  and  support. 

Today,  with  a  fuU  line  of  worksta- 
tions. Digital  gives  you  an  elegantly 
simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently,  more 
competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
lAvenue,  Concord,  MA  01742-2190. 
r  call  your  local  Digital  sales  office. 
A  way  to  work  together  like 
never  before.  *  _1 

Digital 


Or 


has 


The  Hino  name  is  now  a  familiar  sight  in  almost  every 
country  on  earth  (140,  to  be  exact). 

It  comes  on  vehicles  of  just  at)out  every  size  and  shape, 
from  commercial  trucks  to  sightseeing  buses. 

It's  also  a  name  that  continues  to  be  linked,  year  after  year, 
with  some  of  the  world's  most  innovative  engine  technologies. 

The  next  time  you  need  a  commercial  carrier,  look  for 
that  sign  of  excellence.  Look  for  Hino. 

We're  the  ones  with  wings  on  our  fleet 


Japan's  No.1  name  in  diesel  trucks 


HINO  MOTORS.  Lm     7-17.  Nlhonbashl  1-chome.  Chuo-ku.  Tokyo  103  Japan  Telephone:  (03)  272-1891  Telex:  HINOLTD  J22946  Facsimile:  (03)  281-( 


MBER3I35 


Businessweek 


NOVEMBER  27,1989 
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Romance 


It's  a  beautiful  thing  to  beiiold. 

Terminals,  workstations,  printers 
and  storage  systems,  all  engaged  in  a 
mutually  supportive  and  productive 
relationship. 

It's  only  possible  when  such  systems 
understand  each  other.  That's  the 


attraction  of  a  Local  Area  Network.  A 
Memorex  Telex  LAN  unites  your  com- 
puter systems  through  a  common 
business  LANguage.  While  the  results 
may  not  be  romantic,  it  can  spark  new 
possibilities  for  your  business. 


MEMOREX  TELEX 

We  speak  the  LWguage  of  business." 


For  a  dcl^iled  loak  at  ihc  L  W(>uage  of  Memorex  Telex  products,  call  I-800-950-3-165 


©  1989  Memorex  Tele: 
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The  production  index  was  unchanged  for  the  week  ended  Nov.  4.  On  o 
seasonally  ad|u5ted  basis,  production  declines  in  autos,  coal,  paper,  paperboord, 
lumber,  and  rail-freight  traffic  offset  increases  in  output  of  steel,  trucks,  ond  electric 
power.  Crude-oil  refining  output  was  unchanged  from  the  previous  week.  Prior  to 
calculation  of  the  four-week  moving  overoge,  the  index  fell  to  176.5,  from  176.8  for 
the  week  before. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc 


The  leading  index  edged  up  slightly  for  the  week  ended  Nov.  4.  The  index  has 
been  sluggish  for  the  post  few  weeks,  indicating  weak  economic  growth  going  into 
1990.  In  the  latest  week,  a  drop  in  business  failures  and  faster  growth  in  real  estate 
loons  offset  lower  stock  prices,  higher  bond  yields,  and  slower  growth  in  materials 
prices  and  M2.  Before  calculation  of  the  four-week  moving  average,  the  index  fell  to 
220-1,  from  220.3  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  for  international  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
Year  ago 

STEEL  (1 1/1  Dthous.  of  net  tons 

1,722 

1,801  ?; 

-6.6 

AUTOS  (n/H)  units 

131,900 

144,105r  = 

-20.5 

TRUCKS  (11/11)  units 

73,886 

79,347r  = 

-17.0 

ELEQRIC  POWER  ( 1 1  / 1 1)  millions  of  kilowatt-hours 

50,513 

50,098  = 

1.9 

CRUDE-OIL  REFINING  (i  i/i  i)  thous.  of  bbl./doy 

13,136 

13,309  = 

1.6 

COAL  (11/4)  tfious.  of  net  tons 

20,428  = 

20,301 

0.3 

PAPERBOARD  (11/4)  thous.  of  tons 

733.7  = 

740.2r 

1.3 

PAPER  (11/4)  thous.  of  tons 

753.0  ?r 

762.0r 

3.3 

LUMBER  (11/4)  millions  of  ft. 

531.6  = 

540.1 

0.5 

RAIL  FREIGHT  (1 1  /4)  billions  of  ton-miles 

20.4  = 

20.2 

1.0 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA\  SFPA',  Associotion  of 
American  Railroads. 

latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (11/15) 

144 

143 

123 

GERMAN  MARK  (11/15) 

1.84 

1.84 

1.74 

BRITISH  POUND  (11/15) 

1.58 

1.59 

1.81 

FRENCH  FRANC  (11/15) 

6.25 

6.25 

5.96 

CANADIAN  DOLLAR  (11/15) 

1.17 

1.17 

1.23 

SWISS  FRANC  (11/15) 

1.62 

1.62 

1.46 

MEXICAN  PESO  (11/15)3 

2,642 

2,634 

2,300 

Sources:  Mo]or  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (11/15)  $/troy  oz. 

391.400 

383.200 

-7.7 

STEEL  SCRAP  ( 1 1  / 1 4)  =  1  heavy,  $/ton 

98.50 

98.50 

-12.8 

FOODSTUFFS  (11/13)  incJex,  1 967  =  1 00 

216.2 

215.0 

-5.2 

COPPEk'ii/iDc/lb. 

1 19.7 

120.4 

-21.0 

ALUMINUM  (11/1  i)c/ib. 

75.8 

75.8 

-31.9 

WHEAT  (11/11!  =2harcj,  $/bu. 

4.33 

4.27 

3.1 

COTTON  (11/1  1 '  strict  low  middling  1-1/16  In.,  e/lb. 

70.32 

70.47 

31.2 

nzHErimmEi: 


Sources:  London  -Ved.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week.  Kansas  City  r.-ikt.,  Memphis  mkt. 


latest 
week 

Week 
ogo 

%Chanf 
year  a; 

STOCK  PRICES  (11/10)  s&P  500 

336.25 

338.55 

23. 

CORPORATE  BOND  YIELD,  Aoa  (i  1/10) 

8.90% 

8.91  % 

-5. 

INDUSTRIAL  MATERIALS  PRICES  (i  i/io] 

106.1 

106.5 

7. 

BUSINESS  FAILURES  (11/3) 

217 

229 

-17. 

REAL  ESTATE  LOANS  (i  i/D  billions 

$346.9 

$345.7 

14. 

MONEY  SUPPLY,  M2  (10/30)  biHions 

$3,177.3 

$3,175.7r 

4. 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/28)  thous 

354 

362 

24. 

Sources:  Standard  &  Poor  s,  Moody  s,  Journal  of  Commerce  (index:  1980=100),  Dun 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasor 
oily  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOINIC  INDICATORS 


latest 
month 

Month 
ago 

It, 

%  Chongi; 
year  ag^ 

INDUSTRIAL  PRODUOION  (Oct )  totol  index 

141.4 

142.4r 

CAPACITY  UTILIZATION  (Oct ) 

82.8 'o 

83.6  °-o 

 ll^ 

RETAIL  SALES  (Oct.)  billions 

$1 14.5 

$l45.9r 

PRODUCER  PRICE  INDEX  (Oct.)  finished  goods 

1 14.6 

1  14.1 

4.| 

Sources:  Federal  Reserve  Board,  Census  Bureau,  BL5  | 

MONETARY  INDICATORS 

Lotest 
week 

Week 
ogo 

°^  Chang 
year  og 

MONEY  SUPPLY,  Ml  (10/30) 

$786.6 

$788.8r 

0.: 

BANKS'  BUSINESS  LOANS  (i  1/1) 

321.5 

317.9r 

7. 

FREE  RESERVES  (11/1) 

831r 

293r 

17.; 

NONFINANCIAL  COMMERCIAL  PAPER  (10/30) 

129.5 

128.6 

34.: 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for  1 
a  two-week  period  in  millions). 

ree  reserves. 

wh'ch  ore  expressed  fo 

MONEY  MARKET  RATES 

latest 

WMh 

ogo 

Tmt 
■9* 

FEDERAL  FUNDS  (11/14) 

8.44  °o 

8.64% 

8.26°/. 

PRIME(11/15) 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (i  i/u) 

8.32 

8.54 

8.55 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i  1/15) 

7.91 

7.96 

8.71 

EURODOLLAR  3-MONTH  (i  1/8) 

8.60 

8.56 

8.61 

Sources:  Federal  Reserve  Board,  First  Boston 


=  Row  dato  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  mochinery  ond  defense  equipmeni 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  —  Not  available         r  —  revised         NM  —  Not  meaningful 
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WHEN  mn 

■eLL  nEdrEtltU  IN  I  He 

nCIHG  KM  AS  WE  ARE, 
VDUTEND10 

MAKE  THE  money: 


±00  I    TTieHonjjJajngandShanghaiBankingCorporatioiv  lOO 


This  is  the  legal  currency  of  Hong 

one  of  the  worlds  most  active 
ng  markets.  But  if  you  look  closely, 
1  notice  something  quite  revealing. 
This  money  isn't  issued  by  a  govern- 
t.  Its  issued  by  a  bank.  The  Hongkong 
Shanghai  Banking  Corporation 
ted,  more  commonly  known  as 
^kongBank. 

In  fact,  we  issue  80%  of  the  teiTitory  s 
notes.  And  over  the  years  we've  advised 
ie  range  of  Asian  countries  on  bank  note 
s  and  currency  reforms,  including  Japan, 
land,  the  Philippines,  China  and  Korea. 
This  extraordinary  background  has 
1  us  a  unique  understanding  of  inter- 
)nal  currency  trading  that's  unequaled 
ly  other  bank. 


It  is  this  understanding  that  sets  our 
New  York  corporate  trading  desk  apart. 

And  it's  why  we'll  never  approach 
your  transaction  strictly  from  an  execu- 
tional  point  of  view.  We  understand  the 
added  value  of  having  relationships  with 
our  clients.  That  gives  us  the  ability  to 
understand  their  specific  business. 

And  that  means  we  can  provide  the 
kind  of  directional  and  strategic  advice 
that  will  help  you  better  manage  your 
foreign  exchange  exposures.  What's  more, 
our  most  experienced  traders  work  for 
large  and  small  customers  alike. 

So  regardless  of  size,  you'll  be  assured 
of  getting  the  same  level  of  serv  ice  our 
large  Fortune  500  clients  get. 

HongkongBank  is  also  a  major  player 


in  minor  currencies.  We  even  maintain  a 
special  cross-currency  trading  desk. 

For  over  124  years  many  countries 
have  relied  on  our  currency  expertise. 
Now  you  can  put  this  highly  respected 
capability  to  work  for  your  company  For 
more  information  on  our  Foreign  Exchange 
capabilities,  just  call  1-800-CALL-HKB. 


HongkongBank 

The  Hongkong  and  Shanghai  Banking  Corporation  Limited 


Fast  decisions.  Worldwide. 


6A-CA 


You're  looking  at  a  remark- 
able pair  of  glasses,  developed 
from  space  technology,  that  helps 
a  deaf  person  read  lips. 

A  tiny  but  powerful  micro- 
phone on  the  frame  connects  to 
a  portable  computer,  which 
converts  spoken  words  into  visual 
cues  that  appear  right  on  the  lens 
of  the  glasses,  almost  as  fast  as  the 


person  being  viewed  speaks. 

Helping  the  eyes  do  what  the 
ears  cannot  is  just  one  of  the  prac- 
tical, down-to-earth  applications 
of  space  technology.  To  find  out 
more  about  it,  call  the  U.S.  Space 
Foundation  at  1-800-255-1000. 
Or  write  to:  United  States  Space 
Foundation,  P.O.  Box  1838, 
Colorado  Springs,  Colorado  80901 . 


SnCE  TECHNOLOGY.  THISISWHArSIMITFOR  YOU. 
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Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  drugs* 
This  is  what  you're  hkely  to 
hear:  'T'U  never  use  drugs  againk 
I  promise." 

But  drugs  He. 

The  people  don't  he»  The 
diTJgs  do. 

Drugs  own  the  person 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  promises,  and  the! 
drugs  break  the  promise* 

You  have  to  say,  "Get  well 
or  get  out."  You  can't  afford 
to  give  an  addict  a  second 
chance.  The  addict  can  afford 
it  even  less. 

An  addict's  only  chance 
is  treatment.  If  you  don't  have 
a  treatment  progiam  in  your 
company,  please  call 
1-800-843-4971.  That's  the 
National  Institute  on  Dmg 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance 
Progiam  Planners  and 
designers,  from  Monday 
through  Friday,  9:00  a.  m.  to 
8:00  p.m.  Eastern  Time. 
They  won't  tell  you  what  to 
do,  but  they  can  outline  the 
options.  Call  now;  please  don  t 
pass  up  this  chance. 


Partnership  for  a  Drug-Free  America 


IF  SAN  DlEGQ  CALIFORNIA 
IS  YOUR  MARKEi; 
WEEDQ  KENTUCKY  IS 
NONE  OF  YOUR  BUSINESS 


hy  waste  your  money  on  a 
nationwide  900  service,  when  Pacific 
Bell  California  900  gives  you  28 
million  reasons  to  stay  home? 

California  900  is  the  first  and  only 
pay-per-call  900  service  completely 
dedicated  to  the  28  million  con- 
sumers in  the  California  market.  So 
instead  of  blowing  your  budget  on 
Weedo,  Watseka  and  Wenatchee 
—you  pay  less,  and  get  more. 

A  New  Line  on  Customer 
Service  and  Promotions.  You 

can  turn  out-of-pocket  expenses, 
like  customer  service  lines,  into 
in-the-bank  profits,  with  900  lines. 


You  can  have  promotions  that  pay 
for  themselves  up  front,  instead  of 
down  the  road.  Or,  your  company 
can  discover  a  whole  new  way  to 
make  money.  Even  individual 
entrepreneurs  with  limited  budgets 
are  finding  California  900  to  be  a 
gold  mine. 

With  the  demand  for  informa- 
tion already  at  an  all-time  high,  900 

CALIFORNIA  900 

28  million 
reasons 

to  stay  home. 


services  are  expected  to  grow  more 
than  400%  by  1992.  That  gives  you 
the  fastest  growing  product  in  the 
information  industry  combined 
with  one  of  the  fastest  growing  states. 
And  that  means  profits.  Fast. 

It's  Time  To  Pick  Up  The  Phone. 

Don't  waste  your  money  on  a  service 
that  winds  up  in  Weedo,  when 
California  900  can  deliver  the  land 
of  opportunity.  Contact  your  Pacific 
Bell  Account  Executive,  or  call  today. 
In  California: 
811-1900,  Ext.  153. 
Outside  California; 
1(800)  344-1341,  Ext.  153. 


A  PACIFIC  TELESIS  COMPANY  I  lllttm 


©  Paufit 

60-CA 


PACIFICgSBELL. 

Information  Services 


HOTEL  LOTTE  WORLD 


Hotel  Lotte  Reaches  New  Heights  m  Luxury 


Hotel  Lotte's  major  expansion  at  two 
locations  makes  the  total  of  2,017  rooms  and 
suites  for  a  bigger  and  more  luxurious  choice. 

With  the  New  Wing  and  Hotel  Lotte  World  in  Chamshil, 
Hotel  Lotte  now  ranks  among  the  world's  10  largest 
hotels. 

Together,  Hotel  Lotte  offers  you  a  choice  of  170 
luxurious  suites,  500  deluxe  rooms  and  1,400  superior 
rooms  —.for  the  very  ultimate  in  luxury  and  comfort. 

Hotel  Lotte:  Everything  and  more  you  would  expect  of 
one  of  the  greatest  hotels  in  the  world. 

Member  in  Seoul,  Korea  TWnRRfoHbTElS* 


HOTEL  LOTTE 

SHXIL  KOREA 


HOTEL  LOTTE  WORLD 

CHAMSHIL  SEOUl  KOREA 


2,017  Superb  Rooms 

Main  Bidg..  1 ,019  Rooms 
New  Wing  465  Rooms 
Chamshil       533  Rooms 

22  Meeting  &  Convention  Rooms 

Mam  Bidg  16  (4.000  Persons) 
Chamshil      6  (2.4  50  Persons) 

36  Restaurants  &  Bars 

Main  Bidg  20 
New  Wing  5 
Chamshil     I  1 

I  Parking  for  6,860  Cars 

Main  Bidg  & 

New  Wing  :  1.860  Cars 

Chamshil    5,000  Cars 

I  Major  Facilities 

Sauna.  Pool,  Duty  Free  Shop, 
Executive  Floor,  VIP  Lounge, 
VIP  Elevator  (New  Wing) 


Overseas  Offices:  New  York:  (201)  944-1117  Toll  Free  800-22  LOTTE,  L.A.:  (213)  540-7010  Toll  Free  800-24  LOTTE,  Tokyo  (03)  281  6636,  Osaka  (06)  263  1071/  2 

Hotel  Lotte:  1,Sogong-dong,Chung-ku,  Seoul,  Korea  CPO  Box  3500  Seoul,  Tel  (02)  771-10,  Telex  LOTTEHO  K23533/4/5,  Fax  (02)  752-3758,  Cable  HOTELOTTE 

Hotel  Lotte  World:  40-1,  Chamshil-dong,  Songpa-ku,  Seoul.  Korea  Kangdong  PO  Box  220  Seoul  Tel  (02)  419-7000,  Telex  LOTTEHW  K33728,  K33756  Fax  (02)  4173655/6 


6E-CA 


EVEN  WITH  MS, 
DR.  RICHARD  RADTKE 
CONQUERS  THE  DEEP 

Internationally  renowned,  Dr. 
Radtke  has  conducted  underwater 
explorations  from  Samoa  to  the 
Arctic  Circle.  In  1981  he  learned  he 
had  multiple  sclerosis,  but  he 
refused  to  give  up  his  life's  work. 

Multiple  sclerosis  short  circuits 
the  central  nervous  system  and 
impairs  balance  and  coordination. 
Dr.  Radtke  decided  to  compensate 
for  his  disabilities  by  applying  his 
abilities  to  devise  new  ways  of 
continuing  his  work  beneath  the 
sea.  This  included  creating  special 
equipment  to  take  him  over  rough 
terrain  both  under  sea  and  over 
land.  He  truly  believes  that  one  day 
a  cure  for  MS  will  be  found. 

The  National  Multiple  Sclerosis 
Society  is  bringing  that  day  closer 
for  over  250,000  Americans  who 
suffer  from  MS.  Through  its 
funding,  major  hospitals  and 
universities  can  continue  vital 
research  in  virology,  genetics  and 
immunology,  to  stop  this  great 
crippler  of  young  adults. 

Call  1-800-624-8236  today  and 
find  out  more  about  multiple 
sclerosis  and  how  you  can  help. 

Help  Us 
Short  Circuit 
Multiple  Sclerosis 


NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 


205  EAST«2NDSTREET,NEWYORK,  NEWVOHK  10017,  TEL  (212)986-3240 
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!.  AMBAC 

i.  BANCA  COMMERCIALE 
ITALIANA 

[.  Baybanks  Systems 

5  CIGNA  Corporation 

).  Corestates  Financial 
Corporation 

^  Credit  Suisse 

].  Twentieth  Century 
Investors,  Inc. 

RODUCTS/SERYICES 

).  AEG 

).  American  Tourister 

L.  Amoco  Chemical  Company 

I.  Blue  Cross  &  Blue  Shield 
Assn. 

i  Bull  Worldwide  Information 
Systems 

4.  CAST 

5.  Canon  Copiers 

5.  Canon  FAX  630/850 

7.  Chrysler  Corporation 
Chrysler  Car 


18.  Codex  Corporation 

19.  Connor  Pheripherals 

20.  Consolidated  Freightways 

21.  Daewoo 

22.  Day  Runner,  Inc. 

23.  Ebco  Mfg.  Co.  -  Oasis  Water 
Coolers 

24.  EOSAT 

25.  Eastman  Kodak  Copy 
Products 

26.  Electronic  Photography 
Division 

27.  Fairfax  County  Economic 
Development  Authority 

28.  Ford  Truck  Operations 

29.  Fujitsu  Business 
Communications  Systems 

30.  Hino  Motors  Ltd. 

31.  Hotel  Lotte 

32.  IBERIA  -  Lineas  Aereas  de 
Espana 

33.  Jaguar  Cars  Inc. 

34.  Japan  Airlines 

35.  MCI  Communications 
Corporation 

36.  Martin  Marietta 

37.  Michigan  Bell  Telephone 

38.  Midway  Airlines 

39.  Minolta  Corporation 


40. 

Mobil  Oil  Corporation 

41. 

PMA  Group 

42. 

Panasonic 

43. 

Peninsula  Group 

44. 

Primavera  Systems 

Incorporated 

45. 

Samsonite 

46. 

Sharp 

47. 

SwissAir 

48. 

Tatung  Company  of  America 

49. 

The  Goodyear  Tire  & 

Rubber  Co. 

50. 

U.S.  Postal  Service  Express 

Mail 

51. 

Unisys 
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HAS  THE  STOCK  MARKET  LOST 
TOUCH  WITH  REALITY?  

Youi'  cover  ston^  raises  the  basic 
question  of  wHy  we  should  have  a 
stock  market  outside  Nevada  and  Atlan- 
tic Cit>-.  where  other  fomis  of  gambling 
are  legal  ("Does  the  market  matter?" 
Special  Report.  Oct.  30). 

I  was  raised  to  think  there  is  a  social 
and  economic  justification  for  the  stock 
market:  to  pro\'ide  a  liquid  secondaiy 
market  for  the  resale  of  minority"  equit\" 
interests  in  coi-porations.  without  which 
it  would  be  difficult  for  coi-porations  to 
raise  equitj"  capital,  and  for  small  inves- 
tor to  enjoy  the  advantages  of  equitj- 
investing. 

But  it  is  becoming  more  and  more  evi- 
dent that  American  equity  markets  have 
lost  touch  with  that  function.  When  a 
careful  investor,  pui'chasing  shares  in  a 
well-managed,  well-financed  company,  is 
at  risk  of  losing  2o'^c  to  bO^'z  of  his  invest- 
ment for  reasons  ha\'ing  nothing  to  do 
with  the  company  fortunes  or  even  the 
economy  at  large,  the  stock  market  is 
simply  not  pro\iding  liquidity". 

With  no  assurance  of  getting  fair  val- 
ue by  some  reasonable  standard  when  a 
stock  must  be  sold,  small  investors  have, 
wisely  and  predictably,  been  abandoning 
the  market. 

William  C.  Clarke 
Bedford.  N.  Y. 

The  Report  of  the  Pfesidential  Task- 
Force  on  Market  Mecliauisms.  more 
commonly  known  as  the  Brady  report, 
concluded  that  the  market  break  of  Oct. 
19.  1987.  was  ignited  by  mechanical, 
price-sensitive  selling  by  a  number  of 
institutions  emplojing  portfolio  insur- 
ance sti-ategies  and  a  small  number  of 
mutual-fund  groups  reacting  to  redemp- 
tions. Selling  by  these  investoi-s,  and  the 
prospect  of  further  selling  by  them,  en- 
couraged a  number  of  aggi-essive  ti*ad- 
ing-oriented  institutions  to  sell  in  antici- 
pation of  further  market  declines. 

Program  trading  continues  to  trigger 
volatile  swings  in  the  market.  The  collec- 
tive acti\ities  of  progi-am  traders  lined 
up  on  one  side  of  the  market  using  sig- 
nificant leverage  can  have  a  self-fulfill- 
ing influence  on  stock  prices — to  the  det- 


riment of  long-term  investors.  Sine 
these  investors  continue  to  be  the  four 
dation  for  the  future  investment  valu 
of  this  nation,  it  is  imperative  that  the 
be  protected  by  cmtailing  the  destabil 
zation  acti\ities  of  program  ti*aders. 

We  concur  with  the  Brady  report,  spt 
cifically  these  recommendations:  Margi 
.  requirements  must  be  raised  on  financis 
futures:  cuxuit  breaker  merchanismj 
such  as  price  limits  and  coordinate 
price  halts,  should  be  re\iewed  and  moi 
itored  more  closely:  and  information  sj?5 
tems  should  monitor  transactions  am 
conditions  in  related  markets. 

Jean  B.  Buttne 
Chairman  and  CD 
Value  Line  In( 
New  Yor 

A  WELL-MEANT  REMEDY 
THAT  WILL  HURT  EMPLOYEES 


Your  editorial  about  Representativ 
Peter  J.  Visclosky's  pension  "n 
form"  shows  a  t^"pical  example  of  a  wel 
meaning  hberal  proposing  a  ciu-e  that 
woi-se  than  the  problem  ("Don't  let  thi 
pension  "refonn"  sneak  through,"  Oct.  2' 
As  a  small  businessman,  my  initial  re 
action  was:  "To  hell  with  it."  The  cost  o 
administering  the  plan  keeps  going  u 
and  the  harder  the  government  makes  i 
on  me.  the  less  likely  I  am  to  continue  it 
The  unfortunate  thing  is  that  the  do 
good  effoits  of  government  will  hurt 
not  help,  my  employees.  This  is  like  cui 
ing  the  cold  by  shooting  the  person. 

Ronald  Hutchesoi 
Presiden 
Hartford  Heating  Co 
West  Hartford.  Conn 

STOCK-SWAPPERS  DON'T  ALWAYS 
COME  OUT  AHEAD 


I 


n  regard  to  "The  merger  wars  an 
turning  downright  friendly"  (Finance 
Oct.  23),  research  shows  that  on  aver 
age.  stock  swaps  are  bad  news  for  thi 
acquiring  fimis'  shareholders  compare( 
with  cash  acquisitions.  To  illustrate  thi 
success  of  stock  swaps,  the  article  cite; 
the  case  of  Bristol-Flyers,  whose  stocl 
rose  from  51  "/s  to  53%,  an  increase  o: 
3.6^^'.  but  neglects  to  mention  that  ove 
that  period  [late  July  to  mid-October]  thi 
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V  Jones  index  had  risen  by  6.1%.  Rel- 
e  to  tiie  market,  Bristol-Myers' 
reholders  lost. 

Yakov  Amihud 
Professor 

jconard  N.  Stern  School  of  Business 
New  York  University 
New  York 

H  SKELLVS  ROLE 

BimnE  

omething  went  awry  between  the 
time  Thomas  F.  Skelly,  senior  vice- 
iident  for  finance  at  Gillette,  was  in- 
iewed  by  your  reporter  and  what 
itually  appeared  in  the  article  "Up 
n  bean  counting"  (The  Corporate 
e).  The  writer  casts  Skelly's  relation- 
i  with  Gillette  Chairman  Colman  M. 
:kler  Jr.  as  one  in  which  Skelly 
jdgingly"  goes  along  with  directives 
n  the  chairman.  The  implication  is 
only  unfortunate,  it  is  untrue, 
he  inference  that  Skelly  was  "in- 
cted"  to  load  the  company  with  debt 
lisleading.  The  share-repurchase  plan 
red  to  all  stockholders  was  a  strate- 
lly  sound  financial  move  for  the 
pany,  but,  on  a  philosophical  basis, 
high  debt  went  against  his  conserva- 
accountant's  approach  to  business, 
i  reference  to  the  transaction  with 


Berkshire  Hathaway,  Chairman  Warren 
E.  Buffett  approached  Gillette — con- 
trary to  the  statement  in  the  article  that 
Gillette's  chairman  "had  Skelly  arrange" 
a  sale  of  stock  to  Berkshire  Hathaway. 
In  addition,  describing  stockholder  reac- 
tion to  the  transaction  as  one  of  "out- 
rage" runs  counter  to  the  market  reac- 
tion, which  was  positive. 

Finally,  at  no  time  in  the  interview 
and  at  no  time  prior  or  subsequently  has 
Skelly  said  the  transaction  with  Berk- 
shire Hathaway  "bothered"  him. 

David  A.  Fausch 
Vice-President 
Corporate  Public  Relations 
Gillette  Co. 
Boston 

POWER  GENERATION  AND 

THE  'IWE'  GENERATION  

There  is  another  area  in  which  baby 
boomers  are  having  a  major  impact 
on  American  industry — electricity  con- 
sumption ("The  age  wave — and  how  to 
ride  it,"  Special  Report,  Oct.  16). 

Baby  boomers  served  by  Michigan's 
Consumers  Power  Co.,  the  nation's 
fourth-largest  utility,  consume  an  aver- 
age of  16%  more  power  than  other  cus- 
tomers. Why?  The  consumer  electronics 
boom  is  a  primary  reason.  Baby  boomers 


will  keep  electricity  supply  planners 
on  their  toes  for  some  time  to  come. 

Daniel  C.  Bishop 
Senior  Public  Information  Specialist 
Consumers  Power  Co. 
Jackson,  Mich. 

HEADY  SALES  FOR 

'FADING'  BEER  BRANDS  

In  response  to  your  article  covering  the 
Coors  acquisition  of  Stroh  ("One  last 
call  for  fading  beer  brands,"  Marketing, 
Oct.  16),  it  is  necessary  to  correct  key 
statements  made  regarding  S&P  Co. 
management,  product  characterizations, 
and  current  corporate  strategies. 

Your  article  characterized  existing  S&P 
family  brands  as  "has  been"  or  "never 
were"  beer  products.  If  this  accusation 
is  valid,  then  how  does  one  interpret  cur- 
rent strong  regional  sales  of  almost  ev- 
ery S&P  product?  Overall,  S&P  corporate 
sales  rank  the  company  as  the  sixth- 
largest  domestic  brewery  in  the  U.  S., 
but  individual  brand  sales  in  respective 
regional  territories  far  exceed  this  na- 
tional ranking.  Additionally,  in  1978 
there  were  more  than  20  major  domestic 
breweries  producing  malt  beverage 
products  in  the  U.  S.  Today,  only  six  ma- 
jor breweries  have  managed  to  survive. 
Finally,  the  inference  was  made  that 
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FIBER  OPTIC  MODEMS  &  MUXES 


SEC 


MODEMS  & 
NETWORK  CONTROL 
SYSTEMS 


HEWLETT 
PACKARD 


PC'S  &  PRINTERS 


GENESISS 


VOICE  MAIL  SYSTiMS 


q1  General  OataComm  Industries,  Inc. 

MODEMS  &  NETWORK  MANAGEMENT  SYSTEMS 
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MULTIPLEXERS 


In  the  data  business, 
sometimes  it's  better 
to  mix  and  match. 


At  GTE.  our  data  sales  specialists  and  engineering 
specialists  have  researched,  planned,  designed,  and  imple- 
mented literally  hundreds  of  data  systems,  large  and  small. 
Many  times,  we've  found  it  more  efficient  to  design  a  network 
by  selecting  state-of-the-art  compKinents  from  a  variety  of 
manufacturers.  We  MIX  products  iuid 
MATCH  protocols,  to  meet  your  needs. 

And  when  you  finally  make  your  pur- 
chases, our  loyalties  are  with  you  -  not 
to  any  particular  brand  name. 


Besides  know  ledge  and  experience  that  span  the 
entire  telecommunications  industrv'.  GTE  offers  one  distinct  i 
advantage.  We'll  stand  behind  any  data  system  we  sell  with 
our  highly  trained  service  staff. 

When  you're  ready  to  select  a  data  communications 
system,  or  upgrade  the  one  you  have,  do 
Uvo  things. 

Foreet  everything  you  know  about  shopping.  |oa 
.And  call  your  GTE  Account  Manager.  GTE. 
the  data  communications  systems  integrator. 


NEC  IS  a  registered  trademark  of  .NEC  Corporation. 
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FROM  FIDELITY  BROKERAGE... 


V 


An  Easy 
To  Invest  In 
Mutual  Ftinds! 


If  you're  like  many  mutual  fund  investors,  you 
probably  own  funds  from  several  different  invest- 
ment companies.  Now,  with  Fidelity's  FUNDS 
Network,^'^  you  can  bring  your  fund  investments 
together  and  get  Fidelity's  prompt,  quality  service 
24  hours  a  day. 

0  One-Call  Access  To  Over  400  Funds.  FUNDS 
Network  is  tlie  oiily  source  you  need  to  buy  and  sell  not  only 
Fidelity's  funds,  but  also  hundreds  of  others  from  many  of 
the  nation's  well  known  mutual  fund  companies. 

One  Account  Statement  For  Easy  Investing. 

Your  investments  will  be  consolidated  on  Fidelity's  easy- 
to-read  statement.  Plus,  you  can  call  Fidelity  24  hours  a  day, 
7  days  a  week  for  complete  account  service. 

Call  today  for  your  free  ftict  kit,  which  includes  a  list  of 
available  hinds.  Please  read  fund  prospectuses*  carehilly 
before  investing  or  sending  money 


Stocks  •  Options  •  Treasuries  •  UITs  •  CDs 
Municipal  and  Corporate  Bonds  •  Mutual  Funds 


Visit  a  Fidelity  Investor  Center  or  Call  24  hours 

1-800-225-1799 


Fidelity 


Inuestments 

Brokerage  Services 


Fidelity  Distributors  Coi-ponition  (General  Distribution  Agent)  P.O.  Box  660603, 
Dallas',  TX  7S266-0603.  Fidelity  Brokerage  Services,  Inc.,  Member,  NYSE,  SIPC. 
*Sonie  fund  features  such  as  checkwriting  may  be  restricted,    code  bw/fnp/ii2789 


the  previous  "no-investment,  no-marke 
ing"  strategies  of  Paul  Kalmanovitz  ar 
still  practiced.  S&P  brands  are  moi 
heavily  suported  with  media,  sales,  an 
promotional  dollars  than  ever  before. 

Hal  Ashe 
Chairma 
Asher/Gould  Advertisin 
Los  Angek 

Editor's  note:  Asher/Gould  is  the  a 
agency  for  S&P's  Pabst  Brewing  Co. 

CANADA'S  RAIL  SUBSIDIES  MAY 
COME  ROARING  BACK 


In  the  article  "Now  tariffs  can't  fa' 
fast  enough"  (International  Busines: 
Oct.  23),  you  state  that  Canadian  Prim 
Minister  Brian  Mulroney  "recently  ci 
passenger-train  subsidies  in  half,  wipin 
out  .50%  of  Canada's  train  service."  Th: 
leaves  the  impression  these  cuts  are 
fait  accompli.  The  cuts  are  not  schedule 
to  go  into  effect  until  Jan.  1.5,  1990. 

Mulroney's  arbitrary  decision  ha 
raised  a  storm  of  protest  from  coast  t 
coast  that  will  not  subside  until  this  dec 
sion  is  rescinded.  Recent  Gallup  poll 
gave  Via  Rail  an  877'  approval  ratin 
while  the  Prime  Minister  received  only 
237'  approval  rating. 

This  decision  will  be  reversed  by  th 
Canadian  people  in  1992  (when  the  ne> 
election  will  be  held)  if  the  governmer 
does  not  come  to  its  senses  before  ther 
Harvey  Du;- 
Passenger  Rail  Advocat 
North  Mainline  Committe 
St.  Marys,  Ontari 

THE  WORLD'S  FIRST  CHARGE  CARD 
IS  STILL  GOING  STRONG  

In  describing  the  growth  of  America 
Express  in  the  past  30  years,  you  no 
ed,  "the  Universal  Travelcard  is  only 
memory"  ("Can  AmEx  win  the  masses- 
and  keep  its  class?"  Finance,  Oct.  9). 

Air  Travel  Card  (originally  the  Unive 
sal  Air  Travel  Plan)  is  more  than  a  men 
ory  to  the  100,000  corporations  and  1. 
million  card  users  it  serves  as  a  busines 
travel-payment  system.  Established  i 
1936  as  the  world's  first  charge  card,  A 
Travel  Card  continues  to  amass  billion 
of  dollars  in  sales  each  year.  Now  that' 
worth  remembering — and  reporting. 

Terrell  Mellen,  Manage 
Marketing  &  Industry  Relation 
Air  Travel  Car 
New  Yor 


Letters  to  the  Editor  should  be  sent  to  Readei 
Report,  Business  Week,  1221  Avenue  of  the  Amei 
cas,  New  York,  N.  Y.  10020.  Fax:  (212)  512-446 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  ii 
elude  an  address  and  daytime  and  evening  tel' 
phone  numbers.  We  reserve  the  right  to  edit  lettei 
for  clanty  and  space. 
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HP/ApoUa 

I    m  M    W   W   M  Just  as  we  at  Hewlett- 

^^Li  ^^.^^^^^L^L  L  L  Packard  and  Apollo  have 

■  brought  our 

■     B I  ^  /  M     ■  IT  people  and  our 

W^J^M^JK^  J  computer  prod- 

ucts together, 

so  we're  bringing  people  and  computers  together  for  our  customers. 
A  We  begin  with  a  commitment  to  team  computing  solutions.  Solutions 
that  grow  out  of  our  unique  consultative  approach  to  your  individual 
business  problems.  Solutions  that  bring  your  engineering  and 
manufacturing  project  groups  together  as  never  before.  A  We  support 
this  commitment  to  team  solutions  with  advanced  yet  affordable 
technologies.  With  full-power  UNIX®  system  workstations  for  under 
$4,000.  With  file  and  compute  servers  that  bring  supercomputer 
performance  to  your  workstation  environment.  And  with  network 
administration  that  frees  your  team  members  for  the  task  at  hand.  A 
HP/Apollo  team  computing  solutions  are  the  wisest  workstation 
purchase  you  can  make  today.  For  more  information  on  how  we  can 
make  your  team  work  better,  call  HP  at  1-800-752-0900,  Ext.  604L. 


There  is  a  better  way 


HEWLETT 
PACKARD 


UNIX  is  a  regisUred  trademark  of  AT&T 


in  the  U.S.  and  other  countries    «  1989  Hewlett-Packard  Company  CPWG917 


Suit  pressed  with  abutton 
replaced,  5:22  p.m. 
The  Westin  iSt.  Francis,  San  Francisco. 


To  some,  it  is  no  more  than  an 
ordinary  valet  delivery.  Yet  at  this  cru- 
cial moment,  one  determines  whether 
a  hotels  performance  equals  its 
promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 

  to  fulfill  your  needs,  but  to  anticipate 

them.  People  who  respond  promptly 
to  any  request,  at  any  hour. 

That  is  why,  time  and  time  again, 
you  can  be  sure  Westin  will  come 
through  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 

No  matter  how  pressing 
your  need. 

^  J  Hotels  «.RESORT!r 

M  your  trave/  consultant  or  800-228-3000.  Acapuico  •  Atlanta  •  Atlanta  iBuckhead)  •  Boston  ■  Calgary  •  Cancun  •  Chicago  •  Chicago  lO'Harel  •  Cincinnati  •  Dallas  •  Denver  •  Dctrc,' 
dmonton  •  El  Paso  •  Ft.  Lauderdale  •  Guadalajara  •  Guatemala  City  •  Hilton  Head  Island  ■  Hong  Kong  •  Houston  •  Indianapolis  •  Island  of  Hawaii  •  Ixtapa  ■  Kansas  City  •  Kauai  •  Kyoto  ■  Los/ 
lanila  •  Manzanillo  •  Maui  •  Mazatlan  ■  Mexico  City  •  Monterrey  •  New  Orleans  •  New  York  •  Orange  County  •  Orlando  •  Ottawa  •  Phoenix  ■  Pittsburgh  ■  Portland  •  Puerto  Vallarta  •  Pusan  • ' 
an  Francisco  •  San  Francisco  Airport  •  San  Salvador  ■  Seattle  •  Seoul  •  Shanghai  •  Singapore  •  Tokyo  ■  Toronto  •  Tucson  •  Tulsa  •  Vail  •  Vancouver  •  Washington,  DC.  •  Winnipeg 
lembcrs  ol  Vaited  Airlines  Mileage  Plus.  Air  Canida  AeropUn  and  USAir  Frequent  Traveler  programs  earn  miles  at  participating  Vkstin  Hotels  &  Resorts. 


ADP  can  relieve  you  of  that  burden 
and  save  you  money  at  the  same  time. 

How?  In  total,  payroll  tax  calculating,  process- 
ing and  filing  can  fake  up  to  40%  of  your 
company's  payroll  processing  time.  Tliot's 
hours  and  manpower  spent  witf)  no  profitable 
return  for  your  effort. 


Why  Carry  The  Burden 
Of  Payroll  Tax  Filing  Alone? 


ADP  does  all  tfiat  work  for  you,  and  we 
keep  up-to-date  witfi  all  government  rules  and 
regulations.  And  that's  important,  because  no 
matter  how  stringent  or  complicated  they  ore, 
failure  to  comply  with  any  of  them,  or  miscalcu- 
lation of  any  totals— even  by  one  penny— can 
mean  a  harsh  IRS  penalty 

Why  risk  such  a  needless  mistake  when 
ADP  IS  here  to  help?  We  take  full  legal  and 
financial  responsibility  for  all  work  we  do. That 
means  you  con  be  assured  you'll  never  have 
to  pay  a  penalty  for  any  ADP  error 

Additionally  we'll  respond  to  all  govern- 
ment inquiries  concerning  payroll  and  tax  filing 
and  give  you  on  easy-to-read  report  each 
payroll  period  listing  all  deposits,  reconcilia- 
tions and  taxes  paid. 

Why  carry  the  burden  of  payroll  tax  filing 
when  ADP  con  remove  the  workload  and  save 
you  from  needless  penalties?  For  more  infor- 
mation call  today  toll-free  I  800  225'5137, 
ext.  113. 


1989  Auiomoiic  Dalo  Processing 
One  ADP  Boulevard,  Roselond.  NJ  07068 


The  way  America  geis^  paid. 
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THE  AMBITION  AND  THE  POWER:  THE  FALL  OF  JIM  WRIGHT 

John  M,  Barry 

Viking  .  768pp  •  $22.95 


HOW  THE  KING  OF  THE  HILL 
DETHRONED  HIMSELF 


It  was  one  of  those  moments  that  re- 
mind Washington  reporters  every 
once  in  a  while  that  they  are  watch- 
ing history  unfold,  not  just  working  for 
a  living.  I  happened  to  be  on  an  elevator 
in  the  U.  S.  Capitol  hours  before  House 
Speaker  Jim  Wright  announced  his  res- 
ignation. The  doors  opened  and  Wright 
stepped  aboard,  escaping  a  media  horde 
under  klieg  lights  in  the  hallway.  As  the 
door  closed  and  the  atmosphere  quieted, 
there  stood  Wright,  oblivious  to  me  and 
the  young  intern  working  the  controls. 

Suddenly,  Wright  slammed  his  fist 
hard  against  the  elevator.  The  intern 
and  I  looked  at  each  other,  transfixed. 
Without  missing  a  beat,  Wright  flashed 
the  cold,  tight  smile  he's  famous  for. 
"Two,  please,"  he  said,  in  thickest  Jim 
Wright  syrup,  then  turned  to  say  hello 
to  me.  Behind  that  frozen  smile,  he  had 


the  eyes  of  a  man  trapped.  It  was  the 
most  anguished  face  I  had  ever  seen. 

I  recalled  that  moment  over  and  over 
while  reading  The  Ambition  and  the 
Power,  John  M.  Barry's  account  of  the 
rise  and  fall  of  Jim  Wright.  This  is  a 
riveting  portrait,  not  just  of  Wright,  but 
of  Congress  and  how  things  really  work 
on  Capitol  Hill.  Barry  makes  a  compel- 
ling case  that  Wright  was  brought  down 
not  so  much  because  he  broke  House 
rules  but  because  few  of  his  colleagues 
could  stand  him  as  Speaker  any  longer. 
He'd  alienated  them  with  his  blinding 
drive  to  impose  his  will  on  others.  "All 
he's  got  is  his  f— ing  agenda,"  Barry 
quotes  one  Democrat  as  saying  toward 
the  end.  Says  another:  "Let  him  hang." 

The  book  explores  Wright's  personal- 
ity in  intricate  detail.  To  his  colleagues, 
he  seemed  "a  dangerous  man,"  writes 


Barry,  "a  man  not  to  be  trifled  with 
Still,  Barry  clearly  respects  the  Texan 
a  courageous  leader  who  wanted  to 
the  right  thing  but  was  undone  by  h 
need  to  have  his  way.  As  for  his  ethic  f" 
troubles,  Wright  believed  "it  should  n 
matter  how  close  to  the  edge  he  went, 
how  often  he  went  there,"  as  long  as 
didn't  break  any  rules.  In  fact,  Wrig 
resigned  before  the  Ethics  Committ 
determined  if  he  had  crossed  the  edg( 

What  makes  Barry's  account  so  pla 
sible  and  so  fascinating  is  that  he  hs 
extraordinary  access  to  Wright  and 
other  members  of  both  the  Democrat 
and  Republican  leaderships  through©  ifP* 
the  entire  drama.  Shortly  before  Wrig'  s  % 
ascended  to  the  government's  No.  3  po  jkti 
in  1987,  he  consented  to  allow  Barr 
former  Washington  editor  for  Dun 
Business  Month,  to  sit  in  on  even  hBires 
most  private  meetings.  Barry  planned 
book  on  how  power  is  exercised  in  Was 
ington.  The  only  condition  was  that  not 
ing  would  be  revealed  prior  to  1989.  L  iJti 
tie  could  Wright  or  Barry  imagine  tl  m 
historic  conflagration  that  would  erupi 

Thus,  Barry  writes  as  a  palace  insideJittT 
While  his  book  bogs  down  in  congressi 
nal  minutiae  at  times,  it  is  a  brilliai 
depiction  of  how  members  of  Congre 
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oday^  Force  in  trucks,., 


From  F-Series  to  award- winning  Cargo, 
Ford  IS  building  America's  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMox,  long-nose  LTL,  cab-over  CL. . . 


TRUCKS 


are  the  fuel-savingest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 
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;le,  and  how  small  grudges  and 
;ntments  of  years'  standing  in- 
nce  what  happens  today, 
arry  argues  that  the  House 
ics  Committee  case  against 
ght  was  flimsy.  It  was — ask 

reporter  who  covered  the  com- 
ae's deliberations.  The  report 
ipecial  Prosecutor  Thomas  Phe- 

was  riddled  with  distortions 

untruths.  For  instance,  Phelan 
led  a  question  asked  by  a  com- 
ee  member  into  a  statement  of 
incriminating  Wright  in  a 
;me  to  evade  reporting  earn- 
;  from  his  memoirs.  Indeed, 
ry  paints  an  extremely  unflat- 
ig  portrait  of  the  lawyer, 
s  Speaker,  Barry  observes, 
ght  tried  to  restore  to  the  posi- 

a  kind  of  clout  it  hadn't  had 
e  early  in  this  century.  In  a 
gress  increasingly  factiona- 
1  and  filled  with  independent,  media- 
Bssed  legislators  who  considered 
nselves  Wright's  equals,  he  was 
nd  to  lose.  But  he  never  caught  on. 
arry  shows  how  Wright  infuriated 
only  Republicans,  who  despised  him 
I  tyrant,  but  niany  in  his  own  party, 
angered  Tony  Coelho  (D-Calif.)  the 

Coelho  was  elected  Whip  by  insist- 
on  naming  the  10  whip  lieutenants. 


He  appointed  "alternate"  Democratic  ne- 
gotiators, undercutting  the  authority  of 
Thomas  S.  Foley  (D-Wash.),  now  Speak- 
er, to  hold  budget  talks  with  the  Reagan 
Administration  after  the  1987  stock  mar- 
ket crash.  Even  Wright's  wife,  Betty, 
was  struck  by  his  imperiousness:  "They 
elected  you  Speaker,  Jim,  not  dictator," 
she  is  quoted  as  saying. 
But  Barry  also  shows  Wright's  softer 


side.  We  see  him  ask  a  Newsweek 
reporter  to  turn  off  his  tape  re- 
corder during  an  interview  on  his 
tangled  finances,  then  tearfully 
say  he  wants  his  grandchildren  to 
avoid  the  debt  he  has  sunk  into. 

And  the  book  offers  news  as 
well  as  insight.  Early  in  his  Speak- 
ership, Barry  reports,  Wright 
learned  of  an  Administration  plot, 
hatched  by  Oliver  North,  to  black- 
mail him.  North  hoped  to  strength- 
en Wright's  commitment  to  con- 
tra aid  by  threatening  to  paint  him 
as  a  Sandinista  collaborator.  The 
plan,  he  says,  only  spurred  Wright 
to  try  to  upstage  the  President  by 
acting  as  a  peace  negotiator. 

Barry  also  reports  that  House 
Ethics  Committee  Chairman  Julian 
Dixon  (D-Calif.)  may  have  been  de- 
termined to  get  Wright  from  the 
start.  A  year  before  the  panel 
brought  charges  against  Wright,  Barry 
says,  Dixon  pointedly  asked  Wright's 
lawyer,  William  Oldaker:  "How  long  do 
you  think  Jim  plans  to  remain  Speaker, 
Bill?  I'm  not  sure  he's  the  right  person 
to  be  Speaker  at  this  time."  Dixon  told 
BUSINESS  WEEK  he  never  made  that 
statement. 

Ironically,  it  was  Wright's  chief  nem- 
esis, House  Republican  Whip  Newt 
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and  iomorrows. 


Drag  coefficients  lower  than  ever.  And 
?tter  fuel  economy  than  todays  best  numbers. 
Ford  is  now  the  only  full-line  U.S. 
anufacturer  in  every  class  of  big  trucks. 
One  reason  why  we're  today's  Force 
trucks.  And  tomorrow's. 


The  Force 


in  trucks 


fORDA 
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EACH  PAIR  AN  ORIGINAL. 
SIGNED  BY  A  MASTER. 

Forafreecitalog.  call  I-800-MAGLI-22  Exc  44 


M  BRUNO  MAGLI 


MASTERPIECES. 


There's  still  a  chance 
to  strike  It  rich  In  the 
oil  business. 


Experts  predict  the  fast  oil  and  lube  industry  will 
double  \r\  the  next  three  years  with  projected  sales  of 
$4  billion  in  the  I990'5. 

A  well  of  opportunity  you  can  tap  by  investing  in 
Avis  Lube  franchises. 

The  only  fast  oil  and  lube  franchise  affiliated 
with  a  company  with  40  years  of  experience 
keeping  rental  cars  running  smoothly 
A  minimum  net  worth  of 
$250,000  with  $100,000  liquid  capital 
IS  required. 

Avis  Lube  Franchises.  For 
information,  call  toll  free  1-800- 
AVIS-LUBE  or  write,  Avis  Service,  Inc. 
Franchising  Dept.,  900  Old  Country 
Road.Garden  City  NY  11530 


Kendall 

MOTOD  ni 


Gingrich  (R-Ga.),  who  seemed  to  apprec 
ate  Wright  most.  "If  he  survives  th 
ethics  thing,  he  may  become  the  grea 
est  Speaker  since  Henry  Clay,"  Gingric 
told  Barry  early  in  1987.  The  Ambitia 
a  nd  the  Power  provides  a  dramatic,  hi 
torical  perspective  on  why  Wright  didn 
make  it.  If  the  unfolding  story  left  yo 
like  thousands  of  others,  wonderir 
what  on  earth  is  going  on  in  Washin; 
ton,  this  is  your  book. 

BY  DOUGLAS  HARBRECh, 
Washington  Correspondent  Harbrecht  co' 
ered  Congress  for  seven  years. 


BOOK  BRIEFS  I 


THE  ANTAGONISTS:  HUGO  BLACK, 

FELIX  FRANKFURTER  AND 

CIVIL  LIBERTIES  IN  MODERN  AMERICA 

By  James  F.  Siinon 

Simons,  Schuster.  312pp. $19.95 
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In  The  Antagonists:  Hugo  Black,  F 
lix  Frankfurter  and  Cunl  Lihertit 
in  Modern  America,  author  and  la\ 
yer  James  F.  Simon  does  a  skillful  be 
ancing  act:  He  humanizes  two  of  i\ 
Supreme  Court's  most  influential  powe 
brokers  without  detracting  from  the 
greatness.  Moreover,  by  juxtaposing  t^ 
two  justices'  clashing  backgrounds  ar 
views,  Simon  brings  some  50  years  ( 
U.  S.  history  and  three  decades  of  hig 
court  rulings  to  vivid  life. 

Hugo  Black  was  an  ex-Ku  Klu 
Klansman,  a  shrewdly  ambitious  form( 
senator  from  Alabama,  and  an  "outsp 
ken  defender  of  the  common  man."  Fel 
Frankfurter  was  an  immigrant-turne- 
patriot,  a  Harvard-educated  intellectus 
and  a  former  law  professor.  The 
reached  the  Supreme  Court  in  1937  ar 
1939. 

Simon  details  the  philosophical  clas 
between  the  two  as  they  grappled  wit 
the  big  issues  of  the  '40s,  '50s,  and  '60 
imprisoning  Japanese-Americans  durin 
World  War  II,  executing  the  Rose 
bergs,  unraveling  segregation.  Ironic^ 
ly,  it  was  Black  who  became  the  court 
"libertarian  hero."  Frankfurter  proved 
reluctant  defender  of  civil  rights  b 
cause  of  his  belief  in  judicial  restraint- 
the  idea  that  judges  should  not  intruc 
on  the  democratic  process. 

Eventually,  the  two  got  together  pe 
sonally.  They  shared  a  common  pai 
highly  intelligent  yet  depressive  wiv( 
whom  they  simultaneously  adored  ar 
ignored.  Both  women  died  young,  lea 
ing  the  widowers  to  lament  together-l 
and  the  reader  to  wonder  whether  tH 
men  didn't  somehow  contribute  to  th 
illnesses.  Simon  never  criticizes.  But  li 
tells  a  clear  tale  that  exposes  these  illui 
trious  judges  as  the  ambitious,  talente^ 
and  flawed  individuals  they  were. 

BY  MICHELE  GALE| 
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"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality" 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP1215)  performance" 

-Buyers  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


Ever  notice  how  a  solution  will 
often  fall  into  place  as  soon  as 
the  problem  is  clearly  defined? 

Andersen  Consulting  believes 
that  this  simple  insight  is  the  key 


to  successful  application  of  infor- 
mation technology. 

Of  course,  we  realize  that  iden- 
tifying the  problem  is  usually  more 
easily  said  than  done.  Related 


symptoms  may  appear  totally 
disconnected.  Even  senior  man- 
agement may  have  trouble  seeing 
the  entire  situation  objectively. 
That's  how  we  can  help.  Our 
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experience  cuts  across  all  indus- 
try lines.  So  our  business  skills 
are  as  fully  developed  as  our 
technological  skills. 
And  that  combination  is  essen- 


tial to  make  information  systems 
work,  and  pay  off. 

After  all,  if  this  is  how  you  see 
the  porebim,  you'll  probably  end 
up  with  this  kind  of  souliton. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


Where  we  go  from  here: 


omic  Viewpoint 


THE  ECONOMIC 
MYTHS  THAT 
THE  1980s 
EXPIODED 


BY  ALAN  S  BLINDER 


The  past  decade  provided 
a  clear  refutation  of 
monetarism  and  gave  us 
stem  lessons  on 
tax  incentives  and  savings, 
recession  and  inflation, 
and  the  real  effects  of 
government  budget  deficits 


ALAN  S  BLINDER  IS  THE  GORDON  S  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


This  seems  to  be  the  season  for 
looking  back  and  asking  what  we 
learned — in  the  1980s.  To  a  ma- 
croeconomist,  the  natural  question  is 
what  have  the  events  of  the  decade 
taught  us  about  managing  the  national 
economy?  What  should  informed  policy- 
makers know  in  1990  that  they  could  not 
have  known  in  1980?  Here  is  my  person- 
al list. 

First,  he  should  forget  about  monetar- 
ism. The  1970s  and  early  1980s  saw  a 
spirited  debate  over  whether  the  Federal 
Reserve  should  concentrate  single-mind- 
edly  on  making  the  money  supply  grow 
at  a  low,  stable  rate — -which  is  the  mone- 
tarist policy.  Wall  Street  swallowed  mon- 
etarism for  a  time,  and  stock  prices 
danced  to  the  weekly  money-supply  an- 
nouncements. Between  late  1979  and 
mid-1982,  even  the  Fed  converted  to 
monetarism,  or  at  least  claimed  to. 

The  1980s,  however,  delivered  a  re- 
sounding rejection  of  monetarist  doc- 
trine. Velocity — the  rate  at  which  money 
turns  over — behaved  erratically.  The  for- 
merly close  link  between  money  growth 
and  inflation  appeared  to  break.  Policy- 
makers now  understand  that  maintain- 
ing a  constant  growth  of  the  money  sup- 
ply does  not  ensure  the  economy's 
health  and  may  even  imperil  it. 
REBORN  CURVE.  A  second  issue  that 
seems  to  have  been  resolved  in  the  1980s 
is  whether  tax  incentives  can  be  relied 
on  to  spur  personal  saving.  When  the 
decade  opened,  professional  opinion  was 
divided:  The  majority  of  economists 
thought  incentives  would  have  only 
small  effects  on  saving,  but  a  minority 
was  more  optimistic.  And  the  optimists 
persuaded  President  Reagan.  The  1981 
tax  act  lowered  marginal  tax  rates,  liber- 
alized IRAS,  created  tax-free  All-Savers 
certificates  (remember  them?),  and 
more.  In  addition,  interest  rates  soared, 
raising  the  financial  reward  for  saving 
by  more  than  all  the  tax  incentives  com- 
bined. Yet  the  personal  saving  rate  gen- 
erally fell  from  1981  to  1987.  For  the 
1980s  as  a  whole,  personal  saving  aver- 
aged 5.4%  of  after-tax  income  vs.  8%  in 
the  1970s.  So  much  for  incentives. 

Another  myth  that  the  1980s  exploded 
was  the  alleged  death  of  the  Phillips 
Curve.  A  academic  debate  in  the  1970s 
over  the  trade-off  between  inflation  and 
unemployment  left  economists  divided. 
By  the  late  1970s,  the  lack  of  consensus 
had  emboldened  policymakers  of  both 
the  left  and  the  right  to  deny  that  high 
unemployment  would  lower  inflation. 

Then  came  the  recession  and  disinfla- 
tion of  the  1980s,  like  a  cold  slap  on  the 
face.  Lo  and  behold,  high  unemployment 
did  indeed  arrest  an  inflation  that  pessi- 
mists had  thought  unstoppable.  And  the 
quantitative  dimensions  of  the  trade-off 


Sil[ 
Hill 


were  just  what  Phillips  Curves  of  t 
1970s  had  predicted.  Data  from 
1980s  verified  an  old  rule  of  thumb  tl 
keeping  unemployment  one  percenta 
point  higher  for  a  year  will  lower  t 
inflation  rate  by  one-half  of  a  percei 
age  point.  Policymakers  of  the  199 
must  now  presume  that  the  Philli 
Curve  trade-off  is  alive  and  well 
the  U.  S. 

DOOMED  DOOMSAYERS.  Fourth,  ecot 
mists  learned  a  great  deal  about  the 
fects  of  government  budget  deficits, 
the  1970s,  there  was  widespread  conci 
that  large  budget  deficits  would  raif 
interest  rates  and  "crowd  out"  privg; 
investment.  Business  leaders  and  gc- 
ernment  officials  were  united  on  th 
point.  Many  academic  economists  argui 
that  the  concern  was  misplaced  in  : 
economy  with  underutilized  resource 
But  most  conceded  that  such  crowdii; 
out  would  be  a  serious  problem  duris; 
times  of  high  employment. 

Then  came  the  mammoth  budget  de- 
cits  of  the  1980s.  The  fact  that  inve- 
ment  held  up  well  was  no  surprise  in  t? 
early  part  of  the  decade  because  ta 
economy  had  so  much  slack.  But  in  i- 
cent  years,  high  rates  of  investmet 
have  coexisted  with  high  governmet 
deficits  even  with  the  economy  in  te 
full-employment  zone.  Apparently,  ti 
crowding-out  doomsayers  were  wrong 

Does  this  mean  that  deficits  have  > 
ill  effects?  No.  And  therein  lies  the  fill 
lesson.  There  was  actually  a  great  del 
of  crowding  out  in  the  1980s — but  it  W3 
not  of  private  investment.  Instead,  i- 
ports  were  crowded  out,  and  impoi; 
were  pulled  in.  This  is  not  what  Ame- 
can  policymakers  had  expected  in  19^, 
partly  because  economists  had  not  pi- 
pared  them  for  it.  But  future  policyms- 
ers  will  assume  that  fiscal  expansio; 
crowd  out  net  exports  (exports  min5 
imports)  more  than  investment. 

The  last  lesson  questions  somethii' 
we  thought  we  knew.  By  the  late  197(, 
virtually  all  economists  agreed  tht 
"fine-tuning" — the  deft  application  f. 
monetary  and  fiscal  policy  to  achie; 
and  maintain  low  unemployment  a ! 
stable  inflation— was  an  unachievah 
goal  and  should  not  be  pursued.  Ti 
optimistic  claims  of  the  1960s  were  sei 
as  hopelessly  naive,  both  in  WashingtJ 
and  in  academe. 

Then  along  came  Alan  Greenspan  a:l 
the  1987-89  Federal  Reserve  Boar. 
Somehow,  they  have  managed  to  ke) 
the  economy  walking  the  full-empk- 
ment  tightrope  without  letting  inflati'i 
accelerate — a  virtuoso  performance  tht 
exceeds  even  the  wildest  claims  of  t; 
new  frontiersmen  of  the  1980s.  Now  tht 
this  has  happened,  who  can  say  thatt 
can  never  be  done  again?  5 
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£eping  the  wheels  of  industry 
arning  these  days  takes  more 
lan  capital-it  also  takes  a  steady 
ow  of  ideas  for  putting  that  capi- 
il  to  best  use.That  s  why  hundreds 
f  companies  whose  business  runs 
n  wheels  have  turned  to  GE  Capi- 
i\  for  financial  services. 
One  of  our  capital  ideas  paired 
le  fast-growing  East  and  West 
aast  business  of  PenskeTruck 
.easing  with  the  strengths  of  our 
;asing  operations  in  the  country's 


interior  This  synergy  built  a 
nationwide  joint  venture  that  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
icas railcars  on  the  l  ight  track, 
too-custoniers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment, but  also  main- 
tenance worries. 

Our  vehicle  lleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  corporate  fleet  man- 


ager customers-whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tory financing,  workingcapital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  b- 
depends  on  wheels, chani.. 
GE  Capital  has  a  truckload  oi 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  callus  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  CaptaL 
Coital  Ideas. 


Coital  Meas 
getrdling 
at  GE  Capital 


Cparamoimt(j(>nmuimcaUon6  ,fnc. 


has  sold  its  wholly-owned  subsidiary 


^»  Associates  First  Capital  Corporation 


to 


Ford  Holdings  Inc. 


a  subsidiarv  of 


Ford  Motor  Company 


T}ic  undersigned  (issisterl  Panimount  Communications,  Inc. 
in  dus  transaction. 


Lazard  Freres  &  Co. 


November  7,  1989 


Room  for  two. 


ch  the  spacious  new  pullman  from  American  Tourister's  Concepts  Collection,  tw( 


3ple  can  live  comfortably  out  of  one  suitcase.  To  keep  things  easy,  it  opens  from  both  sides.  To  keep  them  neat, 
it's  packed  with  innovative  features  like  shoe  pockets,  a  wet  pack  and  a  tie/scarf  bar.  In 


ct,  all  ten  pieces  in  the  Concepts  Collection  make  packing  easier,  whether  you're  off  for  a  weekend  in  Florida, 


two  weeks  in  Europe.  So  for  a  dealer  near  you,  call  1-800-635-5505.  And  get  the  perfect  room  for  two. 


HE       CONCEPTS  COLLECTION 


A  HdlcnhrjnJ  Injusln' 


We  even  have  a  plan  if  your  building  gets  sick 


How  safe  is  the  place  you  work?  Are  you  sure? 

Every  day,  500  chemists,  engineers,  biologists,  and  technicians 
who  work  for  Aetna  report  for  work  in  many  different  places.  Simply  to 
provide  scientific  answers  to  these  fundamental  questions. 

In  factories  and  plants,  they  search  for  ways  to  help  reduce  the  haz- 
ards that  come  with  the  job. 

At  construction  sites,  they  help  identify  unsafe  work  practices. 

And  in  office  buildings,  especially  the  newer  ones,  they're  on  the 
lookout  for  such  maladies  as  TBS:  Tight  Building  Syndrome.  A  condition 
that  can  occur  when  improper  building  ventilation  starts  causing  head- 
aches, dizziness,  and  breathing  difficulties. 

In  many  cases,  such  a  thorough  environmental  survey  is  required 
before  Aetna  will  write  the  policy.  But  our  customers  will  be  the  first  to 
tell  you  how  much  they  welcome  our  thoroughness.  Not  just  because 
safer  buildings  can  result  in  lower  insurance  premiums. 

But  because  our  customers  are  the  ones  who  have 
to  go  to  work  at  the  same  place  every  day. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 
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CHANGING 
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EMPLOYEE 
BENEFITS 
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Managing  employee 
benefits  could  be 
)ne  of  the  most  crucial 
:hallenges  facing  com- 
)anies  in  the  next  dec- 
ide. Benefits  costs 
lave  been  escalating  at 
disturbing  rates.  Some 
sxecutives  already  com- 
3lain  that  benefits  budg- 
ets have  been  making 
American  corporations  less  com- 
petitive on  world  markets.  And  at 
a  time  when  many  businesses  will 
face  increasingly  tight  labor  mar- 
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Managing 
employee  benefits 
could  he  one  of 
the  most  crucial 
challenges  facing 
companies  in  the 
next  decade. 


kets,  there  is  little  room 
to  trim  back  on  the  kind 
of  benefits  that  are 
needed  to  attract  skilled 
workers. 

Constantly  changing 
government  regulations 
have  contributed  to 
making  the  task  of  ben- 
efits managers  more 
difficult.  In  recent 
years,  Congress  has  imposed 
tighter  rules  that  are  more  compli- 
cated and  expensive  to  implement. 
To  survive  in  this  difficult  environ- 
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ment,  benefits  managers  must 
continually  develop  creative  solu- 
tions. 

THE  STRUGGLE  TO 
LIMIT  SOARING  HEALTH 
CARE  COSTS 

Of  all  benefits  areas,  health  care 
has  been  the  most  troubling.  This 
year  costs  of  group  health  insur- 
ance have  been  rising  at  a  rate  of 
about  22%.  And  there  is  no  end  in 
sight  to  the  upward  spiral.  For 
many  benefits  managers,  the 
recent  bout  of  inflation  has  been 
discouraging.  The  price  rises  have 
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come  despite  considerable  efforts 
by  companies  to  implement  cost- 
containment  programs. 

The  recent  price  increases 
emerged  after  a  period  when  cost 
increases  appeared  to  be  moderat- 
ing. Following  a  surge  of  price 
rises  in  the  early  1980s,  employers 
began  to  crack  dow.  To  eliminate 
unnecessarv' procedures,  insur- 
ance companies  started  programs 
for  screening  patients  admitted  to 
hospitals.  There  was  more  empha- 
sis on  second  opinions  to  confirm 
the  need  for  surger\-.  Employers 
rushed  to  join  health  maintenance 
organizations,  which  promise  to 
pro\ide  health  care  for  a  fixed  fee. 

Such  steps  seemed  to  be  mak- 
ing an  impact.  From  1985  to  1987, 
cost  increases  stayed  in  single 
digits.  Then  in  1988,  there  was 
a  sudden  rise  in  costs  that  has 
continued  through  1989. 

Experts  blame  the  inflation  on  a 
N'ariety  of  causes.  At  the  top  of  the 
list  is  the  simple  fact  that  the  popu- 
lation is  aging.  Older  people  con- 
sume more  health  care. 
In  addition,  new  tech- 
nology- carries  a  stiff 
price  tag.  Doctors  can 
now  save  some  prema- 
ture babies— at  a  cost 
of  hundreds  of  thou- 
sands of  dollars.  Costs 
have  also  risen  as  insur- 
ance coverage  has 
moved  into  new  areas 
such  as  mental  health  and  sub- 
stance abuse.  Some  experts  con- 
tend that  treating  AIDS  is  adding 
V2%  to  health  inflation. 

Concerned  that  health  costs  are 
hurting  the  competitive  positions 
of  U.S.  companies,  some  business 
leaders  havi  called  for  dramatic 
action.  Walter  B.  Mahler,  an 
employee  benefits  executive  at 
Chr\^sler  Corporation,  urged  that 


"Employers  must 
go  beyond  simply 
offering  health 
insurance  plans." 

John  P.  Cole 
Executive  Vice 

President, 
Lincoln  National 
Insurance 


a  national  budget  be  set  aside  for 
health  as  is  done  in  Canada  and 
Britain.  Such  programs  are 
financed  by  taxes  and  corporate 
contributions.  The  level  of 
expenditures  is  set  in  negotiations 
with  health  pro\nders. 
The  AFL-CIO  and  other  groups 
have  gone  further  call- 
ing for  national  health 
insurance.  The  labor 
proposals  would  require 
companies  to  cover 
health  costs  of  all 
employees.  Those  not 
employed  would  be 
insured  by  states.  Each 
state  would  establish  a 
cost  control  organiza- 
tion that  would  set  a  lid  on  annual 
health  expenditures. 

Many  corporate  executives 
oppose  such  drastic  remedies. 
The  solution,  they  contend,  is  for 
employers  to  rethink  their  .plans 
and  take  a  stronger  dose  of  cost- 
containment  medicine.  "Employ- 
ers must  go  beyond  simply  offering 
health  insurance  plans,"  said  John 
P.  Cole,  executive  vice  president 


of  Lincoln  National  Insurance. 
"They  have  to  take  a  tougher  atti- 
tude and  proNide  tightly  managed 
health  programs." 

While  unions  complain  about 
reductions  in  health  coverage, 
some  analysts  argue  that  compan- 
ies should  require  employees  to 
bear  more  health  costs.  The 
heavier  burdens  would  encourage 
workers  to  become  smarter  health 
consumers. 

A  study  by  the  Rand  Corpora- 
tion found  that  health  costs 
dropped  when  participants  were 
forced  to  pay  higher  deductibles. 
When  they  paid  a  SlOO  deductible, 
participants  used  health  plans  19% 
less  than  those  who  paid  no 
deductible.  Participants  who  faced 
a  S500  deductible  used  the  plan 
27%  less  than  those  \\ith  no 
deductible.  There  appeared  to  be 
no  differences  in  health  between 
those  who  used  the  health  serv- 
ices most  and  those  who  used  it 
least. 

Some  analysts  argue  that  the 
optimum  deductible  is  about  $300, 
but  employers  have  been  reluctant 
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m  IS  NOTOUR  IDEA  OF  A  COMroRIABLE  RETIREMENT. 

People  find  it  hard  to  imagine  time  to  time,  they'll  need  more  than    with  the  Dreyfus  retirement  plans 

hat  they'll  be  doing  20  or  30  years  just  social  security  you  can  start  helping  your  people 

om  now,  much  less  what  it  will  They'll  need  an  additional  sav-    look  forward  to  just  sitting  around, 

Dst  them.  ings  plan  for  retire-  T^FSjk^^    /J  in  places  like  Barce- 

But  if  your  employees  plan  on  ment.  one  as  auto-      INJll^yrUS    lona,  Paris,  maybe 

itting  off  their  front  porch  from  maticasFICA.Now   jhe  right  fund  at  the  right  time.    Rio  -^^fieiro. 


eyiiis  Service  Ccxporaiion  is  the  distributor  of  a  family  of  mutual  fimds. 
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to  impose  that  high  a  cost  on 
employees.  In  a  study,  the  Health 
Insurance  Association  of  America, 
a  trade  group,  found  that  in  1988 
companies  typically  had  a  deducti- 
ble of  about  $100  and  had  not 
increased  the  deductible  recently 
despite  the  surge  in  health  costs. 
"Employers  have  been  reluctant  to 
inflict  any  pain,"  said  Jon  Gabel, 
asssociate  research  director  of  the 
Health  Insurance  Assocation  of 
America. 

USING  LESS  HEALTH  CARE 

Along  with  shifting  costs  to 
employees,  many  companies  are 
attempting  to  cut  costs  by  screen- 
ing medical  treatment.  Under  such 
utilization  review  programs,  insur- 
ance companies  monitor  treat- 
ments provided  in  hospitals. 
Before  they  are  admitted  to  hospi- 
tals, employees  alert  insurers  who 
maintain  staffs  of  doctors  and 
nurses  to  review  procedures. 

The  utilization  review  staff  tries 
not  to  second  guess  the  prescrib- 
ing doctors,  but  the  staff  does 
keep  a  careful  eye  out  for  ways  to 
reduce  costs.  They  may  suggest 
that  a  procedure  can  be  done  more 
cheaply  outside  a  hospital.  In 
some  cases  the  insurance  com- 
pany staff  may  suggest  it  is  possi- 
ble to  keep  a  patient  in  a  hospital 
for  three  days  instead  of  four. 

In  extreme  cases,  if  the  outside 
doctors  disagree  with  the  pre- 
scribed procedures,  they  can  rule 
that  the  insurance  will  not  cover 
the  treatment.  However,  the  insur- 
ance companies  seek  to  avoid  con- 
frontations. More  often  they  strive 
to  persuade  and  negotiate  with 
doctors. 

While  utilization  review  seems 
to  be  playing  a  role  in  holding  down 
costs,  some  analysts  believe 
efforts  must  be  strengthened. 
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Many  companies  are  attempting  to 
refine  their  review  procedures. 
"There  is  some  evidence  that  utili- 
zation review  can  cut  down  on  utili- 
zation, but  the  long-term  impact  is 
not  yet  clear,"  said  William  White, 
associate  professor  of  economics 
at  the  University  of  Illinois  at  Chi- 
cago. 

In  the  last  several  years,  insur- 
ers have  beefed  up  their  utilization 
review  staffs.  Two  years  ago,  Lin- 
coln National  had  one  doctor  on  its 
staff.  Now  it  employs 
eight. 

Employers  are 
attempting  to  develop 
more  comprehensive 
review  organizations 
that  will  command  the 
respect  of  doctors. 
Delta  Dental  Plan  of  Illi 
nois  employs  two  full- 
time  dentists  and  17 
part-timers  to  monitor 
procedures.  The  staff  dentists  talk 
directly  to  peers  to  make  sure  that 
appropriate  procedures  are  used. 
"Our  two  full-time  people  taught 
at  major  dental  schools  for  years, 
so  they  know  what  procedures  are 
taught  and  what  is  currently  being 
used,"  said  Robert  L.  Kiriakos, 
vice  president  of  Delta  Dental  Plan 
of  Illinois. 

In  the  past,  utilization  review 
organizations  relied  on  informal 
judgments.  But  now  the  review 


"There  is  some 
evidence  that 
utilisation  review 
can  cut  down  on 
utilization,  but 
the  long'term 
impact  is  not 
yet  clear." 

William  White 
Associate  Professor 

of  Economics, 
University  of  Illinois 


staff  is  Struggling  to  make  their 
procedures  more  systematic  and 
comprehensive.  John  Hancock  Lif^ 
Insurance  has  built  a  thorough  data 
base  on  the  doctors  and  hospitals 
it  covers.  The  insurance  company 
has  complete  information,  for 
example,  on  the  average  length  of 
stay  in  a  hospital  for  a  Cesarean 
section  or  a  normal  birth. 

The  company  uses  the  informa- 
tion to  provide  doctors  with  feed- 
back. Doctors  can  now  see  how 
they  compare  to  other 
providers  in  their  area. 
"The  best  way  to  show 
doctors  that  they  are 
out  of  the  ballpark  is 
when  you  can  show 
them  they  are  perform- 
ing differently  than  thai 
peers,"  said  Sandra 
Kretz,  a  health  prod- 
ucts manager  at  John 
Hancock. 
Though  systems  such  as  John 
Hancock's  have  helped  reduce  the 
frequency  of  some  procedures, 
the  review  organizations  have  not 
yet  covered  all  areas  of  health 
care.  Most  medical  utilization 
review  operations  have  focused  on 
hospital  procedures.  Working 
under  the  gaze  of  reviewers,  doc- 
tors have  reduced  the  number  of 
procedures  done  in  hospitals. 
However,  doctors  have  increased 
the  amount  of  procedures  done 


To  us, 

the  path  is  clear. 

Managing  your  employee  benefits  can  present  a  bewildering  array 
of  choices  and  potential  pitfalls.  At  UNUM,  we  have  developed  the 
strategies— and  the  vision— to  help  you  reach  your  goals  today  and 
in  the  years  ahead. 

Long-range  thinking  has  made  UNUM  a  leader  in  employee  benefits 
and  retirement  programs.  We  have  established  our  position  over 
the  years  by  anticipating  the  needs  of  the  changing  workplace  and 
by  designing  our  programs  accordingly  UNUM  enables  employers 
to  manage  costs  effectively  while  offering  their  employees  the 
benefits  they  need  and  want.  And,  we  can  do  the  same  for  you. 

As  the  nation's  leading  provider  of  Group  Long  Term  Disability 
insurance*  we  offer  a  distinguished  portfolio  of  employee  benefits 
and  retirement  programs.  Cost  management  options  range  from 
traditional  employer-paid,  through  a  variety  of  combined  employer/ 
employee  contributions,  to  fully  employee-paid.  Included  are 
401(k)  programs,  flexible  benefits  and  tax-sheltered  annuities.  We 
offer  employee  benefits  education  and  administrative  support  for 
managers.  UNUM  Life  Insurance  Company  is  rated  A  +  by  A.M. 
Best.  UNUM  Corporation  has  $8.3  billion  in  consolidated  assets. 


UNUM.  We  show  the  way 

*Employee  Benefit  Plan  Review,  April  1989 
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outside  hospitals  where  there  have 
been  few  utilization  review  con- 
trols. 

In  a  study,  Sandra  Kretz  of  John 
Hancock  found  that  for  every  pro- 
cedure eliminated  in  the  hospital, 
doctors  have  added  five  proce- 
dures done  outside.  To  counter 
the  trend  toward  increased  out- 
patient costs,  many  organizations 
are  working  to  establish  monitor- 
ing systems  that  will  cover  doctors 
outside  the  hospital.  John  Hancock 
is  now  compiling  data  and  expects 
to  begin  monitoring  outpatient  pro- 
cedures in  early  1990. 

Blue  Cross  and  Blue  Shield 
Association  is  beginning  to  intro- 
duce outpatient  monitoring.  In  a 
pilot  program,  staff  monitors  use  a 
computerized  system  to  deter- 
mine if  prescribed  procedures  are 
medically  necessary.  Before  a 
patient  receives  an  expensive 
treatment  such  as  outpatient  sur- 
gery. Blue  Cross  nurses  ask  a 
series  of  questions  that 
have  been  set  in 
advance  by  a  panel  of 
doctors.  The  nurses 
inquire  what  symptoms 
the  patient  has  and 
what  treatment  has 
already  been  given. 

Blue  Cross  has  also 
developed  data  on  low- 
cost  outpatient  proce- 
dures such  as  lab  tests  and  chest 
x-rays.  The  data  is  being  used  to 
find  doctors  who  may  provide  an 
unusual  number  of  certain  treat- 
ments. "Once  you  have  identified 
doctors  who  are  on  the  low  side  or 
the  high  side,  you  can  review  the 
records  to  see  if  there  is  some- 
thing improper,"  said  Patty  Armo- 
cida,  director  of  utilization 
management  at  Blue  Cross  and 
Blue  Shield. 

In  the  future,  review  organiza- 
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tions  may  move  into  monitoring 
the  health  of  patients  after  treat- 
ments. Some  organizations  are 
beginning  to  collect  data  on 
patients  who  have  left  hospitals.  In 
five  years,  some  experts  predict, 
such  data  may  be  used  to  evaluate 
the  effectiveness  of  doctors  and 
hospitals.  Insurers  might  then  be 
in  a  position  to  select  those  pro- 
viders with  the  best  track  records. 


To  put  their 
businesses  hack 
on  firm  financial 
ground,  many 
HMOs  socked 
customers  with 
higher  prices 
in  late  1988. 


HMOs  BECOME 
FLEXIBLE 


Many  cost-control 
programs  have  focused 
on  HMOs,  organiza- 
tions designed  to  pro- 
vide physicians  with  an 
incentive  to  operate 
efficiently.  In  the  early 
1980s,  HMOs  were 
hailed  as  a  revolutionary  solution 
to  the  problem  of  health  costs. 
Many  employers  rushed  to  enter 
the  plans.  The  number  of  people 
enrolled  in  HMOs  climbed  from 
15.1  million  in  1982  to  25.7  million 
in  1986. 

The  HMOs  stumbled.  Compet- 
ing to  gain  new  members,  HMOs 
engaged  in  price  wars  and  suffered 
losses.  Some  critics  charged  the 
HMOs  were  not  providing  quality 
care  or  helping  to  cut  costs.  In 


1988,  the  number  of  HMOs 
declined  from  650  to  607  as  some 
operations  folded  or  sold  out  to 
stronger  competitors.  To  put  their 
businesses  back  on  firm  financial 
ground,  many  HMOs  socked  cus- 
tomers with  higher  prices  in  late 
1988. 

The  consolidations  and  price 
rises  have  helped  to  stabilize  the 
industry.  Now  cost  increases  at 
HMOs  are  running  at  an  annual 
rate  of  about  12% ,  well  below  the 
trends  of  traditional  fee-for-serv- 
ice  health  plans.  There  are  now  33 
million  people  enrolled  in  HMOs, 
and  the  figure  is  growing  about  6% 
a  year. 

HMOs  are  struggling  to  find 
ways  to  hold  down  costs  and 
recruit  new  members.  Some  com- 
panies have  begun  enjoying  rapid 
growth  by  offering  more  flexible 
formats.  The  new  open-ended 
HMOs  allow  employees  greater 
freedom  to  select  doctors. 

In  traditional  HMOs,  partici- 
pants can  receive  routine  treat- 
ments at  little  out-of-pocket  cost. 
To  obtain  the  low-cost  coverage, 
employees  are  required  to  use 
doctors  associated  with  the  HMO 
Insurance  plans  do  not  cover  out- 
side doctors. 

Because  of  the  limitations  on  the 
choice  of  doctors,  many  employers 
have  been  reluctant  to  join  HMOs 
Companies  have  not  wanted  to  ! 
anger  employees  who  may  have  ! 
close  associations  with  long-time  j 
family  doctors.  In  addition,  some 
employees  have  feared  that  HMOg 
would  offer  second-class  care  and  |i 
little  personal  attention.  i 

The  new  open-ended  HMOs  are; 
designed  to  attract  the  doubters,  f 
Under  these  programs,  employees^ 
join  an  HMO  where  they  pay  mini-i 
mum  fees  for  routine  care  pro- 
vided by  plan  doctors.  However,  ^ 
the  participants  have  the  option  of 
using  doctors  who  are  not  part  of 
the  HMO.  If  they  go  outside  the 
HMO,  the  employees  receive 
some  insurance  coverage  but  they 
must  pay  deductibles  and  share 
costs. 
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en  keeping  healthcare  costs  down, 
youcodduse  a  few  noie  options. 


The  rising  cost  of  health  care  has  you  facing  a  very  serioug^ 
dilemma.  You  have  to  keep  your  costs  under  control.  But  yoil 
also  have  to  make  sure  that  your  health  plan  remains  an  attracts^( 
benefit  to  employees.  (A  job  made  even  more  difficult  if  youi 
employees  are  in  more  than  one  state.) 
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Which  leaves  you  looking  for  ways  to  cut  costs:  HMO  ga  \ 
keeper  arrangements.  Selective  contracting  with  PPO  network  ki 
Or  perhaps,  expanding  your  utilization  review  program  into  tir 
areas  like  mental  health  and  outpatient  procedures.  a 

There  are  plenty  of  managed  care  solutions  available,  I  an 
unfortunately  it's  not  always  easy  to  implement  them.  Whic  :ld 
can  leave  you  facing  further  dilemmas.  tra 

i 

"I  w^ant  our  employees  to  use  cost-efiective  j 
providers,  but  it's  hard  to  fiiid  them  in  Bl 
networks  that  can  really  meet  our  needs."  ili 

Encouraging  employees  to  use  HMO  and  PPO  providers  c  [q 
be  a  good  idea,  but  only  if  the  networks  you  offer  are  well  manag  ^ 


[  capable  of  meeting  your  employees'  health  care  needs. 

At  the  Blue  Cross  and  Blue  Shield  organization,  we  know 
I  can't  build  a  cost-effective  network  by  simply  signing  up  a 
low-cost  providers.  If  you  want  HMO  and  PPO  programs 
t  live  up  to  their  promises,  you  need  more  than  that. 


You  need  local  contracting  organizations  dedicated  to 
'king  with  pro\iders  on  a  full-time  basis.  Organizations 
tinue  to  work  directlv  with  the  networks  well 
r  they're  established  and  pro\iding  care.  In  short, 
anizations  like  our  local  Blue  Cross  and  Blue 
^Id  Plans.  They  are  the  most  experienced  pro\ider 
tractors  in  tlie  countTv'^.  and  the\^Te  the  foundation 
all  of  our  managed  care  programs. 

But  experience  isn" t  the  only  thing  \'ou  get  with 
Blue  Cross  and  Blue  Shield  system.  You  get  an  organization 
t  has  real  credibilit}^  witli  health  care  pro\iders.  The  15  million 
rabers  enrolled  in  our  national  HMO  and  PPO  plans  give  us 
t  credibilit)'.  W^hich.  in  turn,  gives  us  the  leverage  to  get  better 
5.  as  w^eU  as  cooperation  with  our  cost  containment  programs. 


PRO 

You  also  get  an  organization  with  a  sound  approach  to  se 
tive  contracting.  We  believe  selective  contracting  isn't  a  mattei  ip 
how  large  or  small  a  network  is.  It's  deciding  who  you  allow 
in  your  network.  Which  is  why  we  have  provider 
contracting  guidelines  that  carefully  consider  things 
like  access,  cost-effective  performance,  quality  of  care  | 
and  agreement  to  extensive  contract  terms.  n^oABi 

If  you're  a  multi-state  employer,  you  need  provider  ^'^^^^^^ 
networks  you  can  offer  to  employees  all  across  the  country; 
including  those  that  aren't  located  in  major  cities.  And  you  ha 
to  decide  if  you  can  risk  committing  to  networks  that  haven 
even  been  built  yet. 

That's  why  we  developed  two  special  programs:  HMO-l 
and  Preferred  Care-USA.  With  them  you'U  have  established  HM 
and  PPOs  available  in  over  200  cities  and  towns  across  the  cour 
Which  lets  you  offer  your  employees  a  national  health  care 
gram  that  meets  their  needs,  and  yours. 


"Sure,  I  want  my  utilization  review  program  to  do 
a  better  job  screening  out  unnecessary  care,  but  I  don' 
want  our  employees  to  feel  like  they're  being  hassled.' 
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When  its  done  properly,  utilization  review  can  be  effectiv 
both  eliminating  inappropriate  care  and  making  your  employ 
feel  like  they're  being  cared  for  That's  the  way  we  perform  UP 
services  for  15  million  people  across  the  country. 

But  doing  it  that  way  takes  two  important  things:,a  stron 
set  of  administrative  standards  and  the  UR  resources  to  back 

them  up.  Our  national  UR  progra 
Custom  Care-USA— has  both. 
There  are  a  lot  of  reasons  w 
 Custom  Care-USA  works  so  well 

I TTII  17  AT  ^^^^  1200  nurse  reviewers.  W 
U  i  lLiliji\  1  select  them  for  their  relevant  clini 
experience,  and  give  them  special  training  to  handle  the  kind^ 
complex,  sensitive  situations  they'll  be  faced  with.  We  also  ha 
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r  1000  physician  consultants  available  to  quickly  resolve 
iplicated  cases  and  handle  appeals. 

We've  even  set  up  a  national  Individual  Case  Management 
fetwork.  It  offers  you  the  expertise  and  provider  contacts  of 
ocal  Plans  to  manage  high  cost  cases  more  effectively 

Should  a  second  opinion  be  needed,  we  have  a  national 
)anel  of  36,000  board-certified  physicians  available.  So  we 
n  quickly  help  your  employees  locate  a  doctor  needed  any- 
Te  in  the  country  by  specialty,  subspecialty,  hospital  affiliation, 
even  special  language  skills. 

Resources  like  these  allow  us  to  set  some  exceptional 
idards  for  utilization  review.  For  example,  100  percent  of  our 
ews  are  completed  within  one  working  day.  Incoming 
ne  calls  are  answered  within  30  seconds,  90  percent  of  the 
I,  even  during  peak  hours.  Written  notifications  of  review 
sions  are  sent  to  subscribers  within  two  working  days. 

The  end  result:  you  save  money  while  your  employees  feel 
like  they're  being  regulated,  and  more  like  they're 
ing  help.  We  call  it  Subscriber  Assistance,  and  it's  a 
:iue  part  of  our  utilization  review. 

As  your  utilization  concerns  move  beyond  the 
3ital,  so  do  Custom  Care-USAs  services.  For  instance, 
lave  specialized  psychiatric  and  substance  abuse 
ews  available,  as  well  as  outpatient  review  services. 

These  are  just  a  few  of  the  things  that  make  our 
zation  review  program  effective.  So  effective  in  fact, 
/e  incorporated  similar  UR  procedures  into  our 
erred  Care-USA  and  HMO-USA  programs. 

mow  managed  care  programs  can  be  valuable, 
but  I'm  having  a  hard  time  keeping  track 

my  dealings  with  aU  the  HMOs  and  PPOs  we 
offer  our  employees  across  the  country." 

At  the  Blue  Cross  and  Blue  Shield  organization,  we 
w  that  you  need  help  with  the  administration  of  your 


HMO  and  PPO  programs.  Our  HMO-USA"  and  Preferred  Car^ 
USA  programs  have  been  designed  with  this  in  mind 

They  allow  you  to  take  advantage  of  our  networks  of  HM 
and  PPOs  as  a  consolidated  national  program.  We  assign 
account  coordinator  to  act  as  your  contact  with  the  local  Plan|it( 
Which  means  you  talk  to  just  one  person  to  get  any  informati 
you  need,  or  to  resolve  any  problems 

In  addition,  through  HMO-USA  and  Preferred  Care-USA 
you  can  consolidate  premium  billing,  collection,  and  disbursemi  f 
services  through  a  single  point.  You  get  one  bill  organized 
corporate  department,  geographic  region,  whatever  fits  your  neei 
And  while  these  services  make  things  easier  for  you,  c. 
Away  From  Home  Care  program  makes  them  easy  for  yo 
employees.  When  they  travel,  they  can  receive  care  througl 
local  participating  HMO  or  PPO.  We  even  give  them  a  toll-fi 
number  to  call  to  make  things  simpler 

This  removes  a  major  concern  that  e 
ployees  have  about  enrolling  in  HMOs  arfei 
PPOs.  So  more  of  your  employees  will  us 
these  managed  care  programs  which,  in  turi|e, 
wiU  save  you  more  money 

Itl 

"The  more  the  emphasis  is  placed  on 
controlling  costs,  the  more  I  w^onder 
who's  looking  after  the  quality  of  care:  W 
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A  lot  of  people  are  worried  that  efforts 
control  costs  will  adversely  affect  the  quali  nt 
of  care.  Yet  if  your  managed  care  program 
working  properly,  it  should  be  helping  yo 
employees  receive  appropriate  health  care. 
So  you  can  be  sure  you're  getting  full  vali 
for  your  health  care  dollar 

Our  National  Quality  of  Care  program 
designed  to  make  our  managed  care  programs  work  that  way 
We  review  patient  care  records  and  compare  them  against  accep 
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idards  of  care.  We  also  carefully  review  cases  where  a  patient 
been  admitted  to  a  hospital  with  a  condition  that  might  have 
ilted  from  inadequate  primary  care. 

We  conduct  member  satisfaction  surveys  regularly  to  see 
It  our  members  think  about  the  quality  of  care  they  receive, 
r  most  recent  HMO  survey  showed  95%  member  satisfaction.) 

These  programs  not  only  allow  us  to  examine  the  quality  of 
:  our  members  receive,  they  also  provide  valuable  iaformation 
ur  providers.  Which  helps  improve  care  throughout  the  system. 
1  that  also  helps  you  control  costs. 

"We're  in  health  care  for  the  long-term,  but  I'm 
not  so  sure  w^hich  managed  care  companies  are." 

Over  the  last  few  years,  the  health  care  industry  has  seen 
>tic  changes.  Carriers  that  were  once  dedicated  to  managed 
:  have  left  the  business.  Major  HMOs  and  PPOs  have  begun 
enching.  And  a  lot  of  managed 
*  specialty  firms  have  come  and 
e.  Which  may  leave  you  wondering 
3  you  can  rely  on  for  long-term 
[th  care  solutions. 

At  the  Blue  Cross  and  Blue  Shield 
mization,  we've  been  dedicated  to 
ith  care  for  60  years.  It's  the  reason 
'e  in  business. 

We've  invested  heavily  to  bring  you  the  finest  cost  contain- 
it  capabilities  available.  So,  when  new  ideas  come  along  we're 
better  position  to  make  them  work.  Like  the  point-of-service 

0  program  we're  creating  for  national  employers.  It  illustrates 
V  we  can  help  you  control  costs  today  and  work  with  you  to 
elop  programs  for  the  future. 

If  your  company  has  employees  in  more  than  one  state,  and 
're  looking  to  keep  health  care  costs  down,  return  the  enclosed 

1  or  give  us  a  call  at  1-800-426-2583. 

And  let  us  open  the  door  to  a  few  more  options. 


Blue  Cross, 
Blue  Shield. 


PREFERRED  CARE-USA 
CUSTOM  CARE-USA 
HMO-USA 
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Cigna  Corporation  lias  been  a 
ioneer  in  the  development  of 
pen-ended  HMOs.  The  compa- 
y's  new  units  have  been  achieving 
ipid  growth.  At  the  moment,  only 
%  of  HMOs  offer  some  open- 
nded  service.  However,  Chip 
harkey,  senior  vice  president  of 
igna  Employee  Benefits  Com- 
anies,  predicts  that  within  five 
sars  most  HMO  members  will 
elong  to  open-ended  plans.  "Peo- 
le  who  would  not  join  traditional 
!MOs  are  signing  up  for  open- 
nded  plans,"  Sharkey  said.  "Once 
ley  enter  the  plan  they  find  they 
ke  it." 

For  employers,  open-ended 
lans  have  advantages  over  the 
epical  way  of  providing  HMO 
srvice.  Under  many  typical  plans, 
Dmpanies  offer  employees  the 
tioice  of  either  joining  an  HMO  or 
iking  an  indemnity  plan  with  tra- 
itional  fee-for-service  coverage. 
1  such  a  program,  the  HMOs  may 
3st  the  employer  and  employee 
!ss  per  person,  but  many 
mployees  would  be  reluctant 
)  join  HMOs  where 
lere  is  a  limited  choice 
f  physicians. 

According  to  Cigna, 
s  open-ended  HMOs 
DSt  more  per  person 
lan  the  traditional 
[MOs  but  less  than 
idemnity  plans.  How- 
ver,  an  open-ended 
Ian  ends  up  being  cheaper  than 
ffering  employees  a  choice 
etween  an  HMO  and  an  indem- 
ity  plan.  When  an  open-ended 
Ian  is  offered,  two  or  three  times 
s  many  employees  opt  for  the 
pen-ended  HMO  as  usually 
elect  a  conventional  HMO.  Once 
1  the  open-ended  plan,  75%  of 
mployees  stay  within  the  HMO 
early  all  the  time.  Only  a  minority 


of  employees  use  doctors  outside 
the  plan.  People  who  had  thought 
they  would  never  consider  an 
HMO  find  they  can  rely  on  it. 

Prudential  Insurance  Company 
is  also  offering  a  flexible  product 
that  attempts  to  combine  some  of 
the  cost-saving  features  of  an 
HMO  with  the  freedom  of  choice 
offered  by  an  indemnity  plan. 
Under  typical  plans,  employees 


At  many 
companies, 
retiree  health 
costs  have 
become  a 
particularly 
difficult 
problem. 


who  visit  doctors  in  the  Prudential 
network  need  only  pay  a  $10 
charge  for  an  office  visit.  Those 
who  see  doctors  outside  the  plan 
must  pay  a  deductible  of  about 
$200  and  30%  of  additional  costs. 

The  Prudential  plan,  called  Pru- 
dential Plus,  has  been  winning 
wide  acceptance.  In  September 
1987,  the  program  had  360,000 

members.  Two  years 
later  there  were  more 
than  900,000.  Many 
companies  have  been 
using  the  plan  as  the 
sole  choice  offered  to 
employees.  In  some 
cases  the  plan  has 
replaced  offerings  that 
included  a  choice  of 
several  HMOs  and  traditional  fee- 
for-service  plans. 

Major  national  companies  often 
contract  with  dozens  of  HMOs  and 
providers.  By  maintaining  only  one 
plan,  the  employers  can  cut  costs. 
"There  can  be  considerable  sav- 
ings in  administrative  costs  if  an 
employer  can  offer  one  plan,"  said 
Tom  Croswell,  vice  president  of 
Prudential. 


RETIREE  BENEFITS:  THE 
THREAT  TO  BOTTOM  LINES 

At  many  companies,  retiree 
health  costs  have  become  a  partic- 
ularly difficult  problem.  The  focus 
of  the  concern  is  a  proposal  from 
the  Financial  Accounting  Standards 
Board  that  would  require  employ- 
ers to  consider  the  future  liabilities 
of  retiree  health  plans  as  expenses 
charged  against  corporate  earn- 
ings. Under  the  proposal  large 
companies  will  see  their  net 
income  reduced  by  10%  to  20% 
starting  in  1992 .  Some  companies 
have  feared  that  the  big  dip  in 
earnings  would  frighten  investors 
into  dropping  stocks. 

The  new  accounting  standards 
are  likely  to  have  the  biggest 
impact  on  young  companies  that 
have  a  large  number  of  workers 
relative  to  the  number  of  retirees. 
Such  companies  have  currently 
been  spending  little  on  retiree 
health  care,  but  they  are  accumu- 
lating significant  liabilities.  For 
companies  already  spending  heav- 
ily on  retiree  health  benefits,  the 
change  may  be  less  significant. 
However,  all  companies  will  feel 
some  impact. 

In  the  past,  many  employers 
simply  provided  generous  benefits 
to  retirees  and  paid  for  the  costs 
as  they  occurred.  There  was  no 
need  to  charge  off  future  liabilities 
against  current  earnings. 

Retiree  health  costs  came  to  the 
attention  of  the  accounting  board 
because  costs  have  been  escalat- 
ing so  rapidly.  A  major  factor  is 
that  people  are  living  longer  and 
retiring  earlier.  In  addition.  Medi- 
care coverage  has  been  reduced, 
and  employers  have  been  left  to  fill 
the  gap.  The  accounting  board  has 
come  to  view  liabilities  of  health 
costs  as  similar  to  the  costs  of 
pension  funds,  and  it  wants  to 
treat  retirement  and  health  costs 
in  similar  ways. 

Faced  with  the  approaching 
problem  of  retiree  health  costs, 
employers  are  making  new  efforts 
to  reduce  expenditures.  They  are 
implementing  cost-containment 
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procedures  such  as  shifting  costs  to 
employees  and  implementing  more 
stringent  utilization  review.  "Com- 
panies are  beginning  to  think  about 
redesigning  plans  and  taking  steps 
to  hold  down  retiree  costs,"  said 
Adam  Reese,  a  consultant  at  Wyatt 
Co. 

Some  companies  have  begun 
capping  the  amount  of  benefits 
they  will  provide  retirees.  AT&T 
reached  an  agreement  with  its 
unions  to  provide  retirees  with  a 
limited  annual  contribution  to  pay 
for  benefits.  If  the  total  costs 
exceed  the  set  figure,  retirees 
would  have  to  help  pay  for  the  dif- 
ference. The  doOar  amounts  were 
set  high  enough  to  cover  current 
retirees.  But  in  the  future,  retirees 
may  have  to  shoulder  part  of  the 
inflationary  increases. 

Along  with  trying  to  cut  costs, 
companies  will  have  to  decide 
whether  to  set  up  funds  to  cover 
future  liabilities  much  as  pension 
funds  cover  pension  liabilities. 
There  is  no  simple  answer  about 
whether  a  company  should  fund. 
"The  accounting  change  by  itself 
won't  motivate  all  companies  to 
fund,"  said  Charles  C.  Morgan, 
vice  president.  Group  Corporate, 
of  Prudential  Insurance  Company 
of  America.  "There  are  many  fac- 
tors that  must  be  considered." 

Under  some  methods,  contribu- 
tions to  a  fund  would  create  tax 
deductions.  However,  for  compan- 
ies that  already  have  tax  loss 
carr\'-forwards  there  would  be  no 
advantage  to  the  tax  deductions. 
Such  companies  might  be  better 
off  not  funding. 

At  the  moment,  there  are  some 
companies  who  fund  retiree  health 
benefits.  Utilities  and  defense  con- 
tractors operate  funds,  since  they 
can  list  the  expenses  of  the  funds 
as  part  of  the  costs  that  serve  as 


the  basis  of  what  they  are  paid. 
However,  most  other  companies 
have  not  funded,  and  they  are 
faced  with  complicated  decisions 
about  how  to  set  up  programs. 

No  single  investment  vehicle  is 
likely  to  provide  a  perfect  solution 
for  those  employers  who  elect  to 
establish  a  fund  to  cover  retiree 
health  costs.  For  example,  one 
option  is  a  401(k)  account.  This  is 
a  separate  account  established  as 
part  of  a  pension  plan.  The  money 
is  dedicated  to  providing  health 
benefits  to  retirees.  However,  the 
account  can  only  be  used  to  fund 
25%  of  the  cost  of  plan  benefits. 

LONG-TERM  CARE  FOR 
THE  ELDERLY 

Along  with  managing  retiree 
health  costs,  some  companies  are 
also  beginning  to  grap- 
ple with  the  issue  of 
long-term  care  for  retir- 
ees. While  most  work- 
ing employees  have 
disability  coverage, 
there  is  only  spotty  pro- 
tection for  retirees  who 
become  disabled 
because  of  chronic  ill- 
ness or  simple  old  age. 
Health  benefits  cover  hospital 
treatment  for  retirees,  but  there  is 
little  support  for  people  who  can 
no  longer  care  for  themselves  and 
need  unskilled  nursing  assistance. 

The  controversial  Medicare  cat- 
astrophic illness  insurance  pro- 
vides some  assistance  for  those 
who  require  skilled  nursing  care. 
However,  there  is  no  coverage  for 
elderly  people  who  can  no  longer 
feed  and  take  care  of  themselves. 
Those  people  who  require  such 
custodial  assistance  must  pay  for  it 
themselves.  After  they  exhaust 
their  assets  and  become  impover- 
ished. Medicaid  will  provide  a  cer- 
tain level  of  assistance. 

Concerned  about  the  threat  of 
impoverishment  in  old  age,  more 
people  are  signing  up  for  long- 
term-care  insurance  offered  by  pri- 
vate companies.  There  are  1.1 
million  people  covered  under  long- 
term  policies,  compared  to 


"There  is  a 
real  education 
job  that  needs 
to  he  done." 

Joann  Mathieu 

Director, 
Long-Term  Care, 
Aetna  Life 
Insurance  Co. 


200,000  in  1985. 

For  many  people,  long-term  care] 
remains  a  confusing  subject.  Many 
employees  do  not  have  coverage, 
but  believe  their  current  policies 
provide  for  chronic  custodial  care. 
"There  is  a  real  education  job  that 
needs  to  be  done,"  said  Joann 
Mathieu,  director  of  long-term 
care  for  Aetna  Life  Insurance  Co. 

A  dozen  employers  now  offer 
long-term  insurance  as  an  option 
employees  can  purchase  voluntar- 
ily. More  companies  are  consider- 
ing offering  policies  as  concern 
grows  about  caring  for  an  aging 
population.  "Two  or  three  years 
ago  people  didn't  understand  the 
need,  and  they  weren't  willing  to 
talk  about  this  coverage,"  said 
Don  Charsky,  vice  president  of 

UNUM,  which  provides 
a  long-term  insurance 
program.  "Now  there  is 
more  interest,  and  a 
number  of  companies 
are  developing  prod- 
ucts." 

UNUM  offers  its  cov- 
erage through  continu- 
ing care  communities, 
residences  that  provide 
room  and  board  as  well  as  care  for 
retired  people.  Such  residences 
typically  charge  a  base  fee  of  about  Rk-' 
$1000  a  month  for  people  who  can  » 
manage  to  take  care  of  themselves  |# 
and  eat  at  the  community  dining 
room  on  their  own.  Those  who 
need  help  with  bathing  and  other 
simple  tasks  are  considered  to  suf- 
fer from  a  low  level  of  disability. 
The  typical  charge  for  these  resi- 
dents is  about  $1500.  Those  who 
are  unable  to  eat  or  care  for  them- 
selves are  considered  to  have  a 
high  level  of  disability  and  must 
pay  about  $3000. 

The  long-term  insurance  policy 
does  not  cover  base  fees,  but  it 
picks  up  the  extra  costs  associated 
with  disability.  At  some  continuing 
care  facilities,  residents  are 
required  to  purchase  disability 
insurance.  At  other  programs  resi- 
dents have  the  option  of  buying  the 
coverage. 
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500089  ^-^1989  The  Equitable  Lite  Assurance  Society  of  the  US.,  NY.  N.Y 


he  Equitable  ranks  #1  in  the  life 
trance  industry  with  the  most 
;nts  holding  the  prestigious  CLU 
artered  Life  Undenyv/riter)  and 
•C  (Chai~tered  Financial  Consultant) 
ignations. 

hese  Agents  have  successfully 
ipleted  a  rigorous  course  of  study, 
ging  fronn  financial  planning  for 
^idual  clients,  business  ownei^  and 
fessionals,  to  incoine  taxation  and 
ate  planning. 


Unparalleled  training  such  as  this 
makes  our  Agents  better  equipped  to 
provide  creative  and  sound  financial 
programs  that  meet  the  complex 
needs  of  today's  consumer  Which  is 
why  The  Equitable's  Agency  Force  has 
earned  a  reputation  for  being  among 
the  most  professional  and  highly 
trained  in  the  business. 

This  commitment  to  professionalism 
exhibited  by  our  Agency  Force  is 
reflected  throughout  the  financial  com- 


panies of  The  Equitable,  commitment 
to  which  our  impressive  roster  of 
Fortune  500  companies  can  attest. 

When  it  comes  to  excellence  in 
financial  serA/ices,  there's  really  only 
one  name  to  remember  The  Equitable. 

TheEOUITABLE 

Financial  Companies 

We  Have  G\w  Pb\.\s  Foi^You. 


EQUITABLE  LIFE  ASSURANCE  SOCIETY  OF  THE  UNITED  STATES      DONALDSON.  LUFKIN  &  JENRETTE.  INC.      EQ  U I C  O  SE  C  U  R I  Tl  ES .  INCj, 
ilTABLE  VARIABLE  LIFE  INSURANCE  COMPANY      P  E  N  S  lO  N-  F I  N  A  N  CI  A  L  M  A  N  AG  E  M  E  N  T  GROUP      THE  EQUITABLE  OF  COLORADO,  INC. 
IITABLE  REAL  ESTATE  INVESTMENT  MANAGEMENT.   INC.      EQUITABLE  SEIMEI  H  O  K  E  N-E  Q  U  I  TA  B  L  E  OF  JAPAN      PERSHING  DIVISION' 
lANCE  CAPITAL  MANAGEMENT  CORPORATION      EQUITABLE  CAPITAL  MANAGEMENT  CORPORATION      EQUITABLE  AGRIBUSINESS,  INC.. 
WOOD.  STRUTHERS  &  WINTHROP  MANAGEMENT  CORPORATION      EQUICQ  SECURITIES    !^PROUT  GROUP      AU.TRANET,  INC,   .  J  . 
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THE  CHANGING  SHAPE 
OF  RETIREMENT 

Like  health  coverage,  retirement 
plans  have  been  forced  to  undergo 
continuing  changes  in  recent 
years.  Concerned  about  managing 
pension  expenses  and  pleasing 
employees,  more  and  more  com- 
panies are  offering  defined  contri- 
bution plans.  Most  such  plans  are 
401  (k)  plans,  but  the  categor\'  also 
includes  profit-sharing,  Employee 
Stock  Ownership  Plans  and  sav- 
ings plans.  While  three  years  ago 
65%  of  large  companies  offered 
defined  contribution  plans,  now 
the  figure  is  92%.  And 
the  number  of  partici- 
pants is  growing  rapidly. 

As  the  name  sug- 
gests, the  defined  con- 
tribution plans  call  for 
employers  to  make  spe- 
cific payments  to  fund 
retirement  plans.  Tradi- 
tional pensions  are 
called  defined  benefits 
because  employers  are  required  to 
pay  retirees  a  fixed  amount, 
regardless  of  how  much  was  set 
aside  during  the  employee's  work- 
ing years. 

Defined  benefit  plans  still 
account  for  most  pension  assets. 
The  plans  hold  $1.6  trillion  in  total 
assets,  whDe  defined  contribution 
plans  now  have  $500  billion.  While 
major  companies  are  not  about  to 
eliminate  traditional  pension  plans, 
the  defined  benefit  plans  are  not 
growing  as  fast  as  defined  contri- 
bution plans. 

Most  defined  benefit  plans  are 
fully  funded.  Companies  are  not 
required  to  put  in  more  money 
since  the  funds  have  enough  to 
meet  future  retirement  payments. 
The  assets  grow  only  through 
market  appreciation.  In  addition, 


"Employees  find 
it  appealing 
to  he  able  to 
monitor  their 
retirement 
funds." 

Jay  Carty 
Marketing  Director, 
Boston  Co. 


many  large  plans  are  in  slow  grow- 
ing industries  such  as  steel. 

Most  new  plans  starting  out  are 
defined  contribution  plans.  Many 
companies  that  have  defined  bene- 
fits plans  are  supplementing  the 
traditional  plans  with  defined  con- 
tribution plans.  Many  new  com- 
panies that  can  only  afford  one  plan 
have  come  to  rely  solely  on  a 
defined  contribution 
plan. 

For  employers,  the 
appeal  of  defined  contri- 
bution plans  is  clear. 
Under  traditional 
defined  benefit  plans 
employers  face  invest- 
ment risks.  To  pay  for 
future  benefits,  employ- 
ers put  money  in  a  fund 
and  invest  it  in  stock  and  bond 
markets.  If  the  markets  drop  and 
the  funds  set  aside  for  retirees 
decline,  the  employers  could  have 
to  make  up  the  difference. 

In  defined  contribution  plans, 
once  the  employer  puts  in  its 
share,  the  investment  risk  is  car- 
ried by  the  employee.  "The 
defined  contribution  plans  enable  a 
company  to  control  its  expenses," 
said  Joan  Green,  senior  vice  presi- 
dent of  Bankers  Trust  Company, 
which  administers  defined  contri- 
bution plans. 

In  addition,  employers  operating 
traditional  pension  plans  are  heav- 
ily burdened  by  government  regu- 
lations. For  example,  regulations 
have  forced  companies  to  walk  a 
tightrope  to  make  sure  funds  are 
not  overfunded  or  underfunded.  If 


they  underfund,  the  companies 
would  face  charges  against 
income.  If  they  overfund,  they 
would  face  tax  penalties. 

Employees  also  find  advantage; 
in  defined  contribution  plans.  Tra 
ditional  pension  plans  are  invisibk 
until  employees  retire.  Asked  wh; 
benefits  they  value,  most  employ 
ees  rate  traditional  pensions  low 
on  the  list.  Young  employees  rare 
think  about  pensions  and  often 
don't  believe  they  will  stay  with  a 
employer  long  enough  to  collect 

In  contrast,  defined  contributio 
plans  are  among  a  company's  mo 
noticed  benefits.  In  401(k)  plans, 
employees  can  make  payroll 
deductions  to  invest  in  retirement 
funds.  Employers  can  match  the 
contributions,  and  they  may  put 
money  from  profit  sharing  or  othe 
plans  into  the  retirement  account: 
Because  employees  are  provided 
with  regular  account  statements, 
they  w^atch  their  nest  eggs  with 
interest.  "Employees  find  it 
appealing  to  be  able  to  monitor 
their  retirement  funds,"  said  Jay 
Carty,  a  marketing  director  of  the 
Boston  Co. 

With  401(k)  plans,  employees 
have  the  sense  that  the  money  is 
really  theirs.  At  some  companies 
employees  vest  immediately. 
There  is  no  doubt  that  if  they  quit 
the  job,  the  money  will  go  with 
them.  And  since  employees  can 
borrow  from  the  funds  for  impor- 
tant purposes  such  as  buying  a 
house,  the  retirement  funds  are 
available  to  participants  before 
they  retire. 
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Vanguard  Small  Capitalization  Stock  Fund 

FROM  THE  LEADER 
IN  MUTUAL  FUND  INDEXING: 
A  SMALL  COMPANY  FUND 
WITH  A  NEW  APPROACH 


The  Vanguard  Group,  which  introduced  index- 
ing to  the  mutual  fund  industry  in  1976,  now 
introduces  a  small  company  fund  with  an 
"indexed"  investment  approach. 

The  Vanguard  Small  Capitalization  Stock 
Fund  (formerly  Naess  &  Thomas  Special  Rind), 
seeks  to  provide  investment  results  paralleling 
those  of  the  widely  followed  Russell  2000  Index* 
of  smali  company  stocks. 

Over  the  long  term,  small  company  stocks 
have  provided  above-average  returns  to  investors 
—but  only  hand-in-hand  with  above  average  risks 
and  well  below  average  dividend  yields. 

The  Advantages  of  Indexing 

Kyou  seek  the  rewards  of  small  company 
stocks  and  can  assume  their  risks,  we  invite  you  to 
consider  Vanguard  SmallCap  Fund.  Its  passive 
investment  approach,  compared  to  actively  man- 
aged small  company  funds,  is  straightforward  and 
efficient.  The  fund  seeks  to  ofTen 

Broad  diversification— investing  in  some  500 
to  700  stocks  selected  from  the  Russell  2000  Index. 

Relatively  predictable  results— compared  to 
the  performance  of  the  Index.  The  Russell  2000 
Index  has  outpaced  the  average  actively-managed 
small  company  mutual  fund  in  six  out  of  the  last 
ten  years  (data  from  Upper  Analytical  Services, 
Inc.).  Past  performance,  of  course,  can't  guarantee 
the  future  results  of  either  the  Russell  2000  Index 
or  Vanguard  SmallCap  Fund. 

Low  transaction  costs— resulting  from  low 
portfolio  turnover.  Because  the  costs  of  buying 
small  company  stocks  are  relatively  high,  how- 
ever, investors  will  pay  a  1%  transaction  fee  to  the 
Fund  for  new  shares— to  help  cover  these  costs. 

Low  advisory  costs— due  to  management  on 
an  "at  cost"  basis  by  Vanguard's  investment  staff 
(v^^ich  presently  manages  more  than  $2  billion  in 
indexed  assets). 

The  Vanguard  Index  Family 

Vanguard  offers  a  choice  of  four  passively 
managed  funds: 

•  Vanguard  Index  Trust— 500 Portfolio.vAnch 

*Russell  2000  Small  Stock  Index.  "Russell  2000"  is  a 
registered  trademark  of  the  Frank  Russell  Company. 
**Standard  &  Poor's  500  Composite  Stock  Price  Index. 
"Standard  &  Poor's  500"  and  "500"  are  registered  trademarks 
of  Standard  &  Poor's  Corporation. 


seeks  to  match  the  performance  of  the  S&P 
500  Index**  of  large  companies.  (Average 
market  capitalization:  $14  billion.) 

•  Vanguard  Index  Trust— Extended  Market  Port- 
folio, which  seeks  to  parallel  the  performance  of 
the  Wilshire  4500  Index  of  small  and  medium 
sized  companies.  (Average  market  capitaliza- 
tion: $1.5  billion.) 

•  Vanguard  SmallCap  Fund,  which  enables  you 
to  participate  in  small  stocks  as  tracked  by  the 
Russell  2000  Index.  (Average  market  capitali- 
zation: $180  million.) 

•  Vanguard  Bond  Market  Fund,  which  seeks 
to  parallel  the  total  return  of  the  Salomon 
Brothers  Broad  Investment-Grade  Bond  Index. 

The  Vanguard  Advantage 

With  more  than  $45  billion  in  net  assets. 
Vanguard  is  the  country's  largest  pure  no-load 
mutual  fund  family,  offering  investors  virtually 
the  lowest  operating  costs  in  the  mutual  fund 
industry.  And  other  things  being  equal,  lower 
costs  mean  higher  returns. 

Among  Vanguard's  many  advantages: 

•  No  loads  or  12b-l  charges 

•  Easy  access  to  your  money 

•  Free  exchanges  to  other  Vanguard  funds 

•  $3,000  minimum  initial  investment; 
$500forIRAs. 


Call  l-SOO-CGZ'SHIP 
Any  Hour,  Any  Day  For  A  Free 
Vanguard  Information  Kit 

Choose  one  or  more  of  the  following:  Vanguard  Small  Capi- 
talization Fund . .  .Vanguard  Index  Trust  (500  Portfolio  & 
Extended  Market  Portfolio) . .  .Vanguard  Bond  Market  Fund. 
Each  kit  includes  a  prospectus  containing  more  complete 
information  on  advisory  fees,  distribution  charges  and 
other  expenses.  Please  read  it  carefully  before  you  invest 
or  send  money. 

TH^^^ardGROup 

<i^OF  INVESTMENT  COMPANIES. 
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THE 
CRWGIXG 
^^'ORLD  OF 
EMPLOYEE 
BEXEFITS 

Tr^e  iczned  CDniribuaoii  plans 
are  ideal  for  high  technolog}"  start- 
up companies.  Such  busbesses 
often  employ  younger  people  and 
provide  them  incentives  such  as 
stock  options  and  profit  sharing. 
The  incentives  fit  easily  into  a 
defined  contribution  plan.  And  the 
young  emplwees  like  being  able  to 
take  the  nest  eggs  "with  them 
vrben  they  ]e3ve  the  company. 

^Ith  the  defined  contrir>ULion 
plans  becoming  popular,  employers 
are  taking  steps  to  make  the  pro- 
gram's easier  to  use.  *A  few  years 
ago  administrators  thought  of 
401i'k  is  as  retirement  plans— not 
brokerage  accounts." 
said  John  Mulligan,  ^.ice 
tresident  of  State 
Street  Bank  and  Trust, 
a  major  admiristrator  : : 
defined  contributor 
plans.  "Now  plan  spon- 
sors are  thinking  about 
pro%iding  customer 
semces. 

In  the  past,  plans  pre- 
".~ded  quarter!}-  or  monthh"  state- 
ments to  employees.  And  if 
employees  vi-anted  to  make  am" 
~-±'drawais.  they  would  ha%e  to 
v.-aii  a  month  or  two  to  process  the 
change.  In  the  last  several  years, 
sponsors  r^ave  begun  senicmg  the 
plans  in  much  the  v.-s}-  major 
murual  funds  opemte.  Now  at 
some  plans  em-plo}ees  can  call  toll- 
free  numbers  to  find  their  accoimt 
balances  or.  a  daily  or  weekhr 
basis . 

In  some  ::£se;.  plan  sponsors 
have  lume;  ~er  the  operations  of 
their  progi^.s  to  barics  or  miumal 
funds.  Hie  job  ::  administering 
the  plans  is  enorm :  us .  since  thou- 
sands cf  individuaj  accounts  must 
be  miar^ged  and  kept  up  to  date. 
Some  of  the  administrators  pro- 
vide telenhone  transfers.  An 


A 


employee  can  move  money  in  the 
accoimt  by  talking  to  a  sales  repre- 
sentative. Tne  representative  can 
quickly  explain  how  much  is  in  the 
account,  and  what  the  employee 
can  borrow. 

Along  with  providing  better 
service,  plan  sponsoi^  are  begin- 
ning to  ofi'er  more  imestment 
alternatives.  In  the  past,  many 

clans  one  red  onh"  one 
:  r  two  m'estment  pos- 
sibilities. The  emploj'ee 
:ould  elea  to  put 
m'Oney  in  the  employ- 
rr's  stock  or  into  a 
mvec-incomje  fund  such 
;s  a  guaranteed  im^est- 
ment  contmct.  Now 
~'.2iiy  compames  are 
:nering  simple  equity 
funds  that  invest  in  blue-chip 
stocks  or  an  index  fund  that 
matches  the  performance  of  the 
Standard  &:  Poor  s  50*3  index. 

With  plans  now  more  than  a  dec- 
ade old.  some  participants  ha^'^e 
accumulated  more  than  SlQfD.OX) 
in  the  accounts.  The  increasingly 
sa\TV"  emplo}ees  are  looking  for  a 
broader  range  of  im^estments.  To 
satisr."  participants,  some  compan- 
ies are  begirmmg  to  offer  weD- 
knoTsn  mut^ual  fimds  such  as 
Fidelity  Magellan  fimd.  Some 
sponsoi^  are  even  beginring  to 
oner  funds  that  imest  in  real 
estate,  small  grow±  companies 
and  foreign  stocks.  "Participants 
are  more  demanding,  and  they 
want  to  be  able  tc  create  their  own 
retirement  programs."  said  Robert 
L.  Re-^molds.  president  of  Fidelirr 


Institutional  Retirement  Services 
Co. 

Some  plans  i_ :    : :  r.  s .  le m:  .e 
freedom  for  employees  to  switch 
from  one  investment  to  another.  In 
a)mputerized  operations,  employ- 
ees use  a  touch  tone  phone  to 
instruct  the  system  to  mil-:r  the 
transfer 

The  trend  toward  providmg 
more  investments  could  accelerate 
if  a  new  regulation  proposed  by  the 
Department  of  Labor  is  adopted. 
Under  the  proposal,  sponsors 
would  be  encoumged  to  provide  a 
range  of  in\estment  options,  and 
partidpants  would  be  permitted  to 
switch  investments  in  a  timely 
feshion.  Suppon  for  the  proposal 
has  emerged  since  the  stock  mar- 
ket crash  of  1987.  Some  advocates 
have  argued  that  participants  need 
to  be  divei^ified  to  protect  their 
assets,  and  they  must  have  tike 
freedom  to  move  quickly  out  of  a 
troubled  market. 

Some  employers  have  worried 
about  giving  employees  too  much 
freedom  to  invest  in  volatile  stock 
markets.  They  have  feared  that 
employees  would  squander  their 
retirement  funds  and  that  some 
employees  would  take  time  off 
work  to  follow  stocks.  So  far,  most 
emplov'ees  have  proven  very  con- 
servative. There  are  few  reports  of 
people  taking  time  off  from  work 
to  phone  the  401  (k^i  representa- 
th'es  to  switch  mutual  funds. 

In  a  typical  plan,  more  than  70% 
of  assets  go  into  GICs  and  other 
fixed-iDcome  iti^'estments.  Partid- 
pants prefer  investments  that  offer 
stable  prindpal  and  that  resemble 
familiar  instruments  such  as  bank 
cerrificates  of  deposit.  The  second 
most  popular  option  has  been  the 
employer's  own  stock.  Employees 
tend  to  fa\''or  this  out  of  Iq^^alty  or 
because  they  may  feel  they  know 
something  fevorable  about  the 
company. 

Plan  sponsors  say  one  reason 
they  are  turning  to  defined  contri- 
bution plans  is  that  constant 
changes  in  laws  ha\'e  made  it  drS- 
cult  to  manage  traimor^  oension 
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WHY  PAY  MILLIONS 
FOR  MEDICAL 

BENEFITS  AND  STILL 
HAVE  HELL  TO 
FAY  FROM  YOUR 
EMPLOYEES? 


The  last  thing  any  corporation 
ants  to  do  is  spend  millions  of  dol- 
rs  for  benefits  and  then  take  the 
;at  for  inefficient  administration, 
'ocessing  claims  quickly,  accu- 
tely  and  responding  to  inquiries 
imediately  will  make  your  em- 
oyees  happier  and  take  the  heat 
Tthe  employee  benefits  manager. 

The  advanced  technology  of 
ir  claims  management  system 
akes  it  possible  for  fewer  people 
•  pay  more  claims  in  less  time  with 
lOre  accuracy  and  at  less  cost  for 
iministration  and  benefits  than  any 


system  available.  It's  as  simple  as 
options  1.  2  or  3. 

1 .  Your  staff  pays  the  claims 

2.  Our  staff  pays  the  claims 

3.  We  share  in  the  processing 
Any  option  selected  will  take 

advantage  of  Insurdata  s  25  years  of 
leadership  in  the  development  of 
new  technology  and  the  experience 
gained  processing  millions  of 
claims.  Clients  using  our  system 
or  administrative  services  include 
school  districts,  state  governments, 
companies  with  less  than  500 
employees  and  Fortune  500  cor- 


porations with  10,000  to  50,0(K)  em- 
ployees worldwide. 

You  will  share  in  the  advan- 
tages of  image  management  sys- 
tems, automated  benefit  deter- 
mination, the  elimination  of  paper 
files,  immediate  access  to  all  docu- 
ments and  data,  real-time  claims 
tracking,  in-depth  management  re- 
ports, executive  graphical  intertace 
to  system  data  and  unique  laser 
printing  technology,  all  pioneered 
by  Insurdata. 

To  begin  managing  your  claims 
call  Insurdata  at  1-800-766-5111. 


INSURDATA 

INCORPORATED 


SISURDATA  INCORPORATED  800  CENTRAL  TOWER  WILLIAMS  SQUARE  52\5  N.  O'CONNOR  BLVD.  IRVING,  TX  75039 


THE 
CHANGING 
WORLD  OF 
EMPLOYEE 
BENEFITS 

plans.  Since  1980,  an  average  of 
one  statute  a  year  has  been  issued 
that  imposes  major  changes  on  pri- 
vate pension  plans. 

For  example,  the  Tax  Reform 
Act  of  1986  introduced  complicated 
new  legislation  designed  to  pre- 
vent employers  from  discriminat- 
ing against  low-paid  employees. 
Companies  must  now  subject  pen- 
sion plans  to  a  battery  of  tests  to 
insure  that  highly  compensated 
employees  do  not  receive  substan- 
tially more  benefits  than  the  less 
well  paid. 

Employers  have  been  forced  to 
spend  heavily  just  to  determine 
what  benefits  highly  paid  employ- 
ees do  receive.  Companies  must 
purchase  new  computer  software 
and  hire  consultants  to  oversee 
compliance.  "Employers  are  con- 
tinually barraged  with  changes  that 
make  it  impossible  to  plan  ahead," 


said  James  Klein,  deputy  executive 
director  of  the  Association  of  Pri- 
vate Pension  and  Welfare  Plans. 

The  constant  juggling  of  rules 
has  led  some  analysts  to  believe 
that  there  is  a  need  for  simple  and 
constant  rules.  Employers  could 
plan  pension  plans,  feeling  secure 
that  regulations  would  not  change 
each  year.  The  policy  would  enable 
companies  to  slowly  build  up  the 
assets  that  will  be  needed  in  the 
next  century  when  the  baby  boom 
generation  retires. 

WOMEN  IN  THE  WORKFORCE 

Even  if  government  does  stop 
altering  regulations,  it  is  unlikely 
that  benefits  managers  will  be  able 
to  stand  still.  The  composition  of 
workforces  is  likely  to  change,  and 
benefits  packages  must  be  shifted 
to  meet  the  needs  of  employees. 
Birth  rates  have  declined  since 
1960,  and  many  employers  are 
beginning  to  contend  with  a  short- 
age of  workers.  As  has  happened 
in  recent  years,  more  empty  job 
slots  are  likely  to  be  filled  by 
women. 

While  there  has  been  much  talk 
about  providing  benefits  that  would 


attract  women,  so  far  most  com- 
panies have  done  little.  Still,  future 
labor  shortages  could  give  women 
more  leverage,  and  employers  may 
be  forced  to  spend  more  to  attract 
women. 

At  the  moment  only  about  250 
companies  provide  day-care  facili- 
ties. However,  many  more  com- 
panies provide  other  kinds  of 
assistance.  Companies  with  flex- 
ible benefits  packages  allow 
employees  to  spend  pretax  dollars 
on  child  care.  If  an  employee 
deducts  $5000  from  salary  and 
earmarks  the  money  for  child  care 
expenses,  the  resulting  tax  sav- 
ings can  amount  to  several  thou- 
sands of  dollars  for  the  employee. 
And  employers  need  only  pay  the 
cost  of  administering  the  program. 

Some  companies  have  begun 
offering  vouchers  that  employees 
could  use  to  spend  on  outside  day- 
care facilities.  More  companies 
provide  referral  services  that  help 
employees  find  day-care. 

Providing  full-time  day- care  is 
expensive,  and  experts  say  it  may 
be  some  time  before  companies 
spend  heavily  on  the  area.  Nor  will 
you  see  a  rush  of  companies 
spending  a  lot  of  dollars  to  address 
the  need,  a  benefits  consultant 
recently  said. 

But  more  companies  are  now 
seeing  the  wisdom  of  being  more 
flexible  in  accommodating  employ- 
ees who  must  care  for  children. 
Such  efforts  as  job  sharing  or  flexi- 
ble hours  do  not  necessarily  cost  a 
lot  of  money,  and  they  can  help 
companies  recruit  employees  and 
reduce  turnover. 

The  changes  in  the  composition 
of  the  workforce  seem  certain  to 
force  benefits  managers  to  con- 
tinue looking  for  new  solutions. 
Developing  cost-effective  benefit 
policies  will  remain  a  priority  for 
companies  who  must  maintain 
workforces  that  will  be  more  and 
more  highly  trained. 

This  special  section  was  written  by 
Stan  Luxenberg,  freelance  financial 
writer  and  columnist. 
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We  are  pleased  to  announce 
the  formation  of 


FIDELITY 
INSTITUTIONAL 
RETIREMENT  SERVICES 

COMR\N  Y 

A  Fidelity  Investments  Company 
dedicated  to  the  employee  benefits  business. 

For  over  nine  years,  we  have  served  our  clients  as  part  of  Fidelity  Investments 
Institutional  Services  Company.  With  the  new  company,  we  can  further  focus 
Fidelity's  resources  on  and  commit  our  total  efforts  to  meeting  the  investment 
management,  recordkeeping,  and  employee  communication  needs  of  our  employee 
benefits  clients.  This  approach  will  provide  our  clients  the  best  of  both  worlds.  As 
a  company  dedicated  to  the  employee  benefits  business,  we  can  be  exceptionally 
responsive  in  both  service  and  product.  As  part  ot  the  Fidelity  organization,  we  are 
supported  by  industry-leading  investment  professionals  and  systems  resources. 

Our  goal  is  to  provide  our  clients  unparalleled  support  that  will  allow  them  to 
meet  the  challenges  of  the  fast-changing  benefits  environment.  We  want  to  set  the 
highest  standard  for  retirement  plan  service  and  welcome  the  opportunity  to  serve 
the  plan  sponsor  community. 

Fidelity  Institutional 
Retirement  Services  Company 

Fidelity^^  Investments® 

Please  continue  all  communications  to  82  Devonshire  Street,  L13A,  Boston,  MA  02109, 
1-800-345-5053,  Ext.  5692.  (In  Massachusetts,  call  collect,  617-570-5692.) 

Fidelity  Investments  Institutional  Services  Company,  NASD  member. 


You're  Only  As  Competitive  As  Your  Employees 
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CREATING  AND  AFFORDING  YOUR 
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The  1990  Business  Week  Forum  on  Employee  Benefits 


February  27-28, 1990 
McGraw-Hill  World  Headquarters 
New  York,  NY 

Two  days  of  discussion  on  how 
employee  benefits  reap  corporate  benefits. 

Effective  employee  benefit  programs  are  fast  becoming  a  corporate  fundamental. 
The  1990  Business  Week  Forum  on  Employee  Benefits,  CREATING  AND 
AFFORDING  YOUR  HUMAN  ADVANTAGE,  will  reach  beyond  the  technical 
focus  of  typical  benefits  conferences  to  examine  the  strategic  and  policy 
implications  of  employee  benefits. 

Topics  for  interactive  discussion  include: 

•  Planning  for  a  Demographic  Revolution  •  The  Nevi/  Look  of  Executive  Benefits  Vis-a-Vis  Tax  Law/s 

•  The  Medical  Morass:  Controlling  Healthcare  Costs  •  Shareholder  Activism  in  the  1990s 

•  Redesigning  and  Funding  Post-Retirement  Health  Benefits  •  The  New^  High-Tech  World  of  Benefits  Communication 

•  The  Benefits  Manager's  New  Importance  and  Challenges 

In  association  with: 

Aetna  Life  d-  Casualty   Blue  Cross  and  Blue  Shield  Association    C\A  Insurance  Companies 
Coopers  &  Lybrand    The  Dreyfus  Corporation    Fidelity  Investments 
Insurdata  Incorporated    L'num  Life  Insurance  Co. 
The  I'anguard  Group    IfTiite  d-  Case    The  Hyatt  Company 

Call  (800)  448-5495  or  (212)  512-4950  for  detailed  information. 


uestions  to  ask  yourself  about  business  insurance; 


onl^  choicer  ?" 


The  CNA  Insurance  Companies  offer 
you  other  choices  designed  to  maintain 
quality  benefits  for  your  employees 
without  increasing  your  costs. 

Our  Managed  Care  Program,*  for 
example,  can  reduce  or  eliminate 
inappropriate  medical  treatment. 
We  simply  focus  on  the  right  care 
through  the  right  providers. 

CNA's  rehabilitation  program 
encourages  treatment  that  helps 
employees  return  to  the  work  force 
quickly. 

These  are  just  two  of  a  wide 
range  of  benefit  programs  CNA 
offers  to  help  you  attract  and  keep 
good  people  and  to  help  you  control 
your  bottom  line. 

For  more  information,  Call 
Peter  Green  at  (  312 )  822-5314. 

INSURANCE  FROM 

CVA 

forM  the  Commitments  You  Make® 

"Underwritten  by  Continental  Casualty  Company,  one  of  ttie 
CNA  Insurance  Companies/CNA  Plaza/Cfiicago.  IL  60685 

Insurance  for  individuals,  businesses, 
groups  and  associations. 
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Your  printers  are 


t^ pew  riters  are  heref 


And  vour  secretaries  are  here 


^our  office  is  readv  for  the  IBAI  Personal  T\ping  Svstem/2. 


Vhj  kiHiw  liou  it  i-.  \o  -ooiit-r  has  a  scrn'tarx 
starte(J  a  big  word  j)ro(  f'-^in<£  j(jb  than  tlit-rf  -  an 
interruption.  Someone  ne<-cl«  label-.  tTm-iopr-  or 
form?  tvped  in  a  hurrv.  That  require-  -hittini:  \n  a 
typewriter.  SuddenJv  there's  another  intt-rruptioii. 
Someone  needs  a  ^pread-heet  right  awa\.  >o  it-  otl 
to  the  P(..'I  hen  back  to  tlie  word  prot  f— f)r.  1  hfu 
thf  t\  pfw  ritt-r  ai^ain.  I  he 
1  PjM  IVr-diial  1  \  ping 
.>\,-tfin,  2  lets 


iiinal  litticf  inti-rruptions 

alK.  lieeau-e  it  - 
in  our.  h-  an  a(l\jin  >'(| 
1 1 irrfct iiii:  t \  prw  ntiT  t hat 


-fcrrtarif-  iiandli'  llii' 
i|i]irkl\.  fj-iK  and  i-ci 
ai  t ualK  -i-vt-ral  inin  ln 
\\( ]|'(|  [ ifi K ir.  It-  lI  - 
fiiiirtKni-  J-  J  -iipcrior  lftttT-(jualit\  printer.  \n(l 
It-  al-o  a  hill-hinction  [»»'r-()nal  computer.  i.\er\- 
thing  i-  in  one  [)la(  t' — right  at  \our  tinL^frtip-.  \ou 
can  -witcli  Irom  word  processing  to  t\piiiL'  and 
back  tiiiaiii  b\  pn---ifi£  one  ke\.  It  let-  \oii  -pcrd 
through  \our  daiK  la.-ks.  even  the  nio-t  complex 
lorms  and  documents. 

I  iiid  out  hov\  much  more  can  get  df)ne 
with  the  ca-\-to-learn.  cas\-to-u-e 

ll)M  iVr-onal  T\ping  .S-tem/2.      _ 

\\ailablc  c\cln-i\f|\  at  \()ur  z   ~~~  ZUZ 

ll)\l  \utliori/cd  I  \  |ic\s  ritcr  I  )caler.  ~^^r=  T  z 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  QUARTER  IS  OFF  TO  A  SHAKY  START 
-AND  NOT  JUST  BECAUSE  OF  THE  QUAKE 


(ERE  RETAIL  SALES 
ILL  LOOK  HEALTHY 


EXCLUDING 
CAR  SALES 


fk  host  of  onetime  disruptions — natural  and  man- 
made — depressed  much  of  the  October  economic 
data.  Coming  on  top  of  an  already  sluggish  econ- 
r,  the  Boeing  Co.  strike,  the  California  earthquake, 
the  expected  post-closeout  collapse  in  car  sales  com- 
id  to  get  the  fourth  quarter  off  to  a  dismal  start.  As 
esult,  this  quarter's  growth  in  real  gross  national 
iuct  is  likely  to  look  alarmingly  weak. 

That  doesn't  mean  that  a  re- 
cession is  around  the  corner, 
though.  Those  influences  are 
temporary.  Meanwhile,  consum- 
ers seem  willing  and  able  to 
give  retailers  a  busy  holiday 
season  (page  78).  Although  buy- 
ers have  crossed  cars  off  their 
shopping  lists,  sales  of  other 
items  are  still  doing  well  (chart). 
And  the  Federal  Reserve  Board 
continues  to  nudge  interest 
;s  lower,  sowing  the  seeds  of  further  economic 
wth  in  1990. 

hat  growth  is  likely  to  be  uninspiring,  however.  Re- 
lally,  the  New  England  economy  is  arguably  in  a 
ission.  Throughout  the  country,  manufacturing  is  the 
ikest  it  has  been  in  years — and  is  likely  to  stay  that 
r  for  a  while  as  factories  adjust  to  slower  demand. 
Ine  reason  output  has  slowed:  Business  inventories 
growing  a  bit  faster  than  the  pace  of  sales  would 
•rant.  Inventories  of  manufacturers,  wholesalers,  and 
lilers  rose  0.2%  in  September,  to  $791.8  billion,  but 
iness  sales  dipped  0.3%,  to  $524.6  billion.  So  far  this 
r,  stock  levels  have  climbed  5.1%,  compared  with  only 
''c  growth  in  sales. 


on 


HONS  Of  DOIURS 

DATA  COMMERCE  DEPT. 


UTO 
UES 
IT  THE 
KIDS 


The  imbalance  between  inventories  and 
sales  is  particularly  acute  in  the  auto  in- 
dustry. After  their  enthusiastic  response 
to  Detroit's  closeout  deals  on  1989-model 
s,  buyers  are  barely  looking  at  the  higher-priced  1990 
dels,  many  of  which  are  offered  without  incentives, 
lales  of  domestically  made  autos  dropped  to  a  dismal 
lual  rate  of  5.6  million  in  early  November.  They  had 
5ady  plunged  to  a  two-year  low  of  6.1  million  in  Octo- 
,  from  7.8  million  in  September, 
''ailing  car  sales  in  October  produced  a  sharp  1%  drop 
the  month's  retail  sales,  to  $144.5  billion,  the  largest 
:line  in  almost  three  years.  Weak  car  buying  will 
)ress  the  November  retail  numbers,  too. 
?hat  will  have  a  big  negative  impact  on  consumer 


spending  in  the  fourth  quarter.  Strong  car  sales  lifted 
third-quarter  growth  in  consumer  spending  to  a  sizzling 
5.8%'  annual  rate,  but  weak  car  buying  this  quarter  will 
pull  spending  growth  down  close  to  zero.  And  that,  in 
turn,  will  drag  down  economic  growth,  since  consumers 
contribute  two-thirds  of  GNP. 

Consumers  still  seem  to  be  in  the  market  for  items 
other  than  cars,  however.  Excluding  autos,  which  ac- 
count for  about  one-fifth  of  the  total,  retail  sales  rose 
0.2%.  Sure,  that's  tepid,  but  buying  of  goods  other  than 
autos  rose  0.8%  in  September  and  remains  in  a  solid 
uptrend.  Total  retail  sales  are  up  only  4.6%  from  last 
year,  but  nonauto  buying  has  risen  6.2%. 

Although  total  sales  began  the  fourth  quarter  below 
the  third-quarter  average,  nonauto  sales  started  the 
quarter  3.4%-  above  the  third-quarter  level  at  an  annual 
rate.  So,  while  the  overall  fourth-quarter  growth  in  con- 
sumer spending  is  likely  to  look  weak,  that  doesn't  mean 
consumers  are  bowing  out  of  the  expansion. 

OPERATIHG  That's  important,  because  continued  sup- 
RATES  port  from  consumers  will  be  necessary  to 

•^^^P  pull  manufacturing  out  of  the  doldrums. 

SLIDING  Output  at  the  nation's  factories,  mines, 
and  utilities  dropped  a  sharp  0.7%-  last  month.  However, 
the  strike  at  Boeing  cut  aircraft  production  by  9.8%,  and 
the  California  earthquake  caused  many  computer  compa- 
nies to  shut  down  in  October. 

Those  events  also  pared  capacity-utilization  rates  in 
October.  Operating  rates  for  all  industries  fell  to  82.8% 
from  September's  83.6%.  That's  down  from  the  expan- 
sion peak  of  84.3%  in  January.  In  manufacturing,  rates 
also  slipped  to  82.8%,  from  83.7%-  in  September  (chart). 

But  even  without  the  strike 
and  the  earthquake,  the  Octo- 
ber readings  in  the  industrial 
sector  would  have  been  weak. 
The  Federal  Reserve  reported 
that  after  excluding  those  fac- 
tors, industrial  output  was  flat 
in  October  and  operating  rates 
would  have  edged  down. 

Many  industries  other  than 
computers  and  aircraft  are  ex- 
tremely sluggish.  Auto  makers 


FACTORY  CAPACITY 
LOOSENS  UP 


MANUFACTURING 
OPERATING  RATE 


I 


JAN 
▲  PERCENT 


DATA:  FEDERAl  RESERVE 


are  leading  the  weakness,  and  they  are  pulling  down 
other  industries.  Supplier  industries  such  as  steel,  plas- 
tics, and  glass  are  already  feeling  the  effects  of  fall 
cutbacks  in  auto  output,  and  there  may  be  more  to  come. 
That's  because  Detroit  is  still  wrestling  with  excessive 
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INDUSTRIAL  OUTPUT'S 
BROAD  SLOWDOWN 
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©1989  AT&T 


Now  if  you  want  long  distance 
witliout  tlie  pitfalls,you  may  have  to  ask  for  it. 


These  days,  if  you  don't  know  your  way  around  public 
phones,  you  may  hit  some  rough  spots.  Because  some 
pubhc  pnones  clon't  automatically  connect  you  to  AT&T. 

Which  means  you  might  have  to  do  without  24  hour 
operators  who  are  able  to  resolve  problems  virtually 
anywhere  in  the  world.  Fortunately  there's  an  easy  way 
to  get  the  helpful  AT&T  Long  Distance  Service  you've 
always  counted  on. 

If  you  don't  see  the  AT&T  name  on  or  near  the  phone 
you're  using,  listen  for  a  voice  that  says  "AT&T"  after  you  dial. 
If  you  don't  hear  it,  you  probably  haven't  reached  AT&T. 

In  that  case,  just  hang  up  and  dial  10+ATT+O  before 
dialing  the  area  code  and  number.  (Or,  if  you're  calling 
from  a  hotel,  ask  the  switchboard  operator  how  to  best 
reach  AT&T.)  In  seconds,  you'll  be  connected  to  the  fastest. 


most  relialile  long  distance  ser\  ice  m  ihe  world. 

And  \'Ou'll  avoid  any  possible  detours. 

For  more  information,  or  a  wallet  sized  card  with  simple 
dialing  instructions,  call  1  800  66I-O66I. 


AT&T 

The  right  choice. 


A  NEW  ECONONW 

FALLING  BARRIERS  AND  THE  SPIRIT  OF  FREE  ENTERPRISE  ARE  PRIMING  EASTif 


Where  were  you  the  day  the  Wall  came 
down?"  For  Europeans,  Nov.  9.  1989. 
is  as  precise  and  indelible  a  memoiy  as 
the  Kennedy  assassination  and  the  lunar  landing 
were  for  Americans.  It  marks  an  era:  it's  a  chance 
to  stait  over. 

The  Wall,  of  course.  isn"t  really  gone.  But  it 
might  as  well  be.  Breaching  it  has  given  the  Euro- 

peans  an  incalculable 
boost  in  confidence  and  a 
wondrous  oppoitunit}"  to 
dream  of  a  Continent  unit- 
ed from  the  Atlantic  to 
the  So\"iet  border. 

In  less  than  a  week,  one 
quarter  of  the  East  Ger- 
man people  either  visited 
West  Berlin  or  got  a  visa 
to  go.  Business  execu- 
tives from  East  and  West 
are  striking  deals — big 
ones — to  rebuild  the  new- 
ly democratizing  coun- 
tries of  the  East  bloc.  The 
Poles  get  a  power  plant. 
The  Hungarians,  a  huge 
new  investment  to  make 
light  bulbs.  The  East  Ger- 
mans \^'in  a  caiT^et  mill. 

  Out   of  such  routine 

business  de':-isions  emerge  new  economies.  But 
behind  it  all  is  the  enormous  strength  of  the  peo- 
ple: marching  and  challenging  repression.  Now, 
Eastern  Europeans  demand  a  new  future.  "They 
have  the  talent  and  the  professional  and  technical 
expeitise,"  obser%'es  West  Gennan  industrialist 
Karl-HeiTTiann  Fink.  "If  they  have  the  freedom, 
they  could  experience  a  fast  ups\\'ing." 


EUROPE'S  CHANGING  SHAPE 

Page  60 

THE  RISE  OF  THE  DEUTSGHEMARK 


HOW  WIU  BUSH  RESPOND? 

Page  66 
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Bie  SP0OERS:  THE  SWARMS  Of 


KVEU 1HE  HME  aHMET  WANTS  OF  EAST  GaUNAMS 


THE  SHAPE  OF  EUROPE 
TO  COME 


Melding  East  and  \^'est  is  a  tantalizing  idea — but  the  political  and  economic  problems  are  staggering 


Cui  bar-  T  .r^ 
fences.  .vs 
aglow  wiir.  caiiOies. 
They're  the  trail 
markers  for  a  mass 
^^^^^^^^^^  peoples'  movement 
that  has  turned  40 
years  of  co^d  war  logic  on  its  head.  With 
irresistible  force,  the  peoples  of  Eiastem 
Europe  are  toppling  their  Commimist 
governments:  tvs-o  down,  two  more  on 
the  brink.  Yet  amid  the  euphoria,  even 
larger  questions  are  "being  raised.  Chief 
among  them:  '^Tiat  new  order  will  re- 
place the  old"? 

Even  as  that  question  is  posed,  the 
shape  of  a  new  Europe  is  emerging.  The 


:aticred  nations  of  the  East  are  lurchi::g 
toward  a  Western  economic  orbit.  And 
vs'hen  they  reach  it,  Europe's  focus  will 
shift  easr«"ard.  Europe's  accent  will  be- 
come m.ore  Germanic  and  Sla\ic.  and  its 
potential  economic  might  will  grow  to  a 
staggering  size — nearly  as  large  as  the 
U.  S.  and  Japan  combined.  The  West 
stands  to  gain  new  markets  as  well  as  a 
labor  supply  that  is  well-trained  and  so- 
cially stable.  The  tantalizing  prospect: 
Europe  may  produce  the  world's  next 
economic  miracle,  harnessing  the  rich 
d\"namism  of  the  West  to  the  imtapped 
talent  and  energj"  of  the  East- 
Yet  to  rescue  die  backward  economies 
of  Eastern  Europe  is  in  many  ways  so 
daunting  a  challenge  that  it  alreadv  has 


:aken  on  the  dimensions  of  postwar 
construction.  From  Rome  to  Stockholm 
high-level  talks  about  a  new  Marsha] 
Plan,  debt  moratoriums,  and  funds  fo 
rebuilding  are  under  way.  The  thirst  fo 
fresh  capital  is  stunning:  S280  billion  fo 
East  Germany  alone.  And  political  de 
mands  are  jtist  as  steep,  as  "VS'estem  Eu 
ropean  leaders  are  being  forced  into 
new  posture  of  flexibility  as  they  rethinl 
Europe's  funire.  A  hastily  called  gather 
ing  on  Nov.  IS  in  Paris  brought  togetfae 
the  12  government  heads  of  the  Europe 
an  Community,  who  fear  their  fragQe 
consensus  to  integrate  the  Western  Eli 
ropean  economy  by  1992  could  fall  apart 
Pohtical  "onity  in  Europe  won't  happei 
an\Tim.e  soon.  Rather,  the  events  of  Oc 
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r  have  pointed  the  way  toward  an 
rogrammed,  spontaneous  move  to- 
d  economic  integration.  This  has 
•mous  consequences  for  Europe — 
I  East  and  West — and  for  the  Soviet 
)n,  Japan,  and  the  U.  S.  NATO  and 
Warsaw  Pact,  rival  military  alliances 

guarded  the  economies  of  the  two 
jpes,  now  may  seem  unneeded.  As 
lomic  differences  between  the  Euro- 
1  Community  and  the  leading  states 
lastern  Europe  fade  away,  new  secu- 
arrangements  could  emerge.  Manag- 
all  this,  or  at  least  keeping  up  with 

No.  1.  A  united  Europe  "is  going  to 
he  agenda  for  the  rest  of  the  centu- 

says  Denis  Healey,  former  British 
ncellor  of  the  Exchequer  and  De- 
e  Minister. 

ISTRIAL  HEARTLAND.  Part  of  the  ex- 
nent  for  Europeans  springs  from 
memory  of  prewar  Central  Europe, 
se  were  thriving  manufacturing  soci- 
>,  industrial  Europe's  hub.  If  the 
kers  there  today  are  unproductive, 
largely  because  of  rigid  central  plan- 
■  that  has  sapped  initiative  and  skills, 
mes  and  industrialization  are  as 
1  as  some  of  the  EC's  fledgling  mem- 
,  such  as  Spain  (charts,  pages  62-63). 
T,  with  massive  retraining  and  mon- 
^ombined  with  their  high  educational 
Is,  Eastern  European  workers  could 
n  to  match  their  Western  brethren 
roductivity. 

)me  of  the  West's  most  demanding 
f  executives  are  beginning  to  place 
r  bets.  Italian  industrialist  Carlo 
ienedetti  plans  to  use  his  West  Ger- 
office-products  division,  Triumph- 
ir,  as  "a  springboard"  into  Eastern 
ope.  Swiss/Swedish  multinational 
Asea  Brown  Boveri  Ltd.  is  "charg- 
full  speed  ahead"  into  the  East  bloc, 
;  Executive  Vice-President  Eberhard 
Koerber.  And  America's  General 
;tric  Co.  is  making  the  largest  West- 
business  investment  in  Hungary 
e  World  War  II.  GE  will  spend  $150 
ion  for  a  50%  share  of  a  Hungarian 
ting  company.  "We're  trying  to  posi- 
ourselves  for  the  decade  ahead," 
i  CEO  John  F.  Welch  Jr.  "It's  a  pru- 
:  risk  for  this  point  in  history." 
'ith  change  com.ing  so  fast,  it's  pre- 
ure  to  assume  any  lasting  deal  will 
struck  between  East  and  West  for 
"ing  economic  and  political  power, 
there's  no  lack  of  ideas.  Some  see  a 
sr  EC,  taking  into  its  ranks  East  Ger- 
ly,  Czechoslovakia,  Hungary,  and  Po- 
l,  as  well  as  all  of  Scandinavia,  neu- 
Austria,  and  nonaligned  Yugoslavia. 
12  core  EC  members  would  still  pur- 
a  single  market,  albeit  at  a  slower 
i  and  with  less  ambitious  goals, 
thers,  fearful  that  prosperous  West- 
Europe  might  get  bogged  down  in 
stagnation  of  the  East,  want  to  start 
1  a  very  loose  confederation  of  free- 


KRENZ  WILL  HAVE  TO  STRUGGLE  TO  SALVAGE  HIS  PARTY'S  CREDIBIUTY  WITH  THE  MASSES 


trading  countries  across  Europe,  in 
which  East  bloc  upstarts  would  be  treat- 
ed as  associates.  All  the  nations  would 
follow  basic  trading  rules  but  profess  no 
political  allegiances.  A  model  for  the 
East  could  be  such  neutral  countries  as 
Austria  and  Sweden,  with  free  markets 
but  some  state  ownership  and  cradle-to- 
grave  social  safety  nets. 

For  the  moment,  all  eyes  are  on  East 
Germany,  until  a  few  weeks  ago  a 


staunch  Marxist  state.  Now  the  grass- 
roots revolt  of  its  citizens  has  turned  it 
into  the  crucial  testing  ground  for  the 
West's  hopes  of  transforming  an  East 
bloc  economy.  Indeed,  the  possibility  of 
a  reunified  German  economy  is  spurring 
huge  West  German  companies  and 
banks  to  consider  massive  investment 
and  lending. 

The  danger  is  that  an  economically  re- 
united Germany  will  throw  the  Europe- 
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an  balance  of  power  out  of  whack.  A 
new  German  behemoth  would  boast  80 
million  people  and  a  $1.4  trillion  econo- 
my— nearly  double  the  size  of  the  next 
biggest,  France.  Wonders  Thierry  de 
Montbrial,  director  of  the  French  Insti- 
tute of  International  Relations:  "Can  the 
EC  be  viable  if  one  power  dominates  it  so 
clearly?" 

NEW  SUPERPOWER?  No  one  knows.  But 
if  Europe  can  integrate  Germany  into  a 
roughly  drawn  confederation  of  states, 
it  has  a  chance  to  reassert  global  eco- 
nomic power.  The  Soviet  Union  is  in- 
creasingly whipsawed  between  its  de- 
pendence on  the  Eastern  European 
economies  and  fears  that  its  satellites 
could  be  drifting  off  irrevocably  into 
Western  orbits.  Meanwhile,  the  cash- 
strapped  U.  S.  can  ill  afford  great  sums 
for  Eastern  Europe's  recovery.  The  EC 
now  wants  to  grab  hold  of  its  own  fu- 
ture, and  that  means  moving  some  big 
chips  into  Eastern  Europe.  "We  are  go- 
ing to  have  to  manage  European  affairs 


ourselves,"  says  Beniamino  Andreatta,  a 
top  Italian  policymaker,  "and  doing  that 
is  frightening." 

Even  with  generous  Western  aid,  re- 
building Eastern  Europe  will  take  at 
least  a  decade.  Each  country  faces  the 
ordeal  of  having  to  overhaul  its  economy 
with  little  experience  and  no  reserves. 
The  top  problem  for  Poland,  Hungary, 
and  East  Germany:  developing  products 
that  can  compete  abroad  and  earn  for- 
eign exchange.  Getting  up  to  speed  will 
mean  scrapping  much  of  their  heavy  in- 
dustry, updating  outmoded  technologies, 
and,  after  40  years  of  dependence  on  the 
Soviets,  trading  elsewhere.  With  the 
strongest  economy  in  the  pack,  and  the 
closest  ties  to  West  Germany,  the  best 
shot  at  making  the  transition  is  East 
Germany. 

Indeed,  as  bulldozers  breached  the 
Berlin  Wall  and  TV  cameras  captured  for 
the  world  pictures  of  East  Germans 
dancing  in  glee,  Hungary  and  Poland 
both  began  to  fear  they  could  be  left 


behind  in  the  cold.  As  Imre  Voros, 
Hungarian  trade  official  in  East  Berli 
puts  it:  "The  political  interest  of  tl 
Western  countries  will  turn  to  Ea; 
Germany." 

If  Poland  is  shunted  aside,  it  coul 
result  in  the  needy  country's  utter  co 
lapse.  Of  all  the  democratizing  Easter 
European  economies,  Poland's  is  fa 
thest  behind.  Political  change  has  bee 
swift,  but  economic  reform  is  stalle< 
The  farm  sector  is  a  mess,  it's  virtual] 
impossible  for  a  private  individual  to  g( 
a  bank  loan,  private  ownership  is  n( 
guaranteed,  and  the  few  who  dare  sta 
up  business  fight  a  system  that  punisht 
private  initiative.  "There  are  no  regul: 
tions,"  says  Waldemar  Szczepanil 
whose  successful  pig  farm  was  seized  b 
a  state  cooperative.  "The  very  first  thin 
for  a  solution  in  Poland  is  the  right  ( 
ownership." 

Hungary  is  better  off  than  Polan 
But  for  all  its  progress  creating  ne 
institutions  for  a  market  economy,  sue 
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PORTRAIT 
OF  EASTERN 
EUROPE 

The  leading  socialist  states  aren't 
far  behind  poorer  West  European 
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fledgling  stock  and  bond  markets, 
ins  for  private  entrepreneurs,  and  pri- 
tization  laws,  problems  persist.  The 
jntry  passed  a  bankruptcy  law  in 
^6,  but  it  still  controls  prices,  taxes 
avily,  and  coniinues  to  throw  up  bu- 
iucratic  roadblocks  that  discourage 
trepreneurs. 

Even  modernizing  East  Germany's  rel- 
vely  advanced  economy  promises  to 
a  formidable  task.  There's  no  legal- 
•ucture  to  protect  foreign  investment 
)m  confiscation.  The  state-controlled 
;tribution  system  is  hobbled  by  bu- 
iucracy,  and  its  money  remains  worth- 
s.  All  this  is  leading  companies  to  be 
utious  about  moving  in  too  quickly. 
UTONic  TIJUANA?  Too  much  capitalism 
)  fast  could  also  cause  a  political  back- 
ih  in  East  Germany.  Sebastian  Pflug- 
il,  42,  a  bearded  founder  of  the  New 
rum  reform  organization,  has  a  night- 
irish  vision  of  East  Berlin  becoming  a 
:iter  of  smuggling  for  hard-currency 
ods — or,  worse,  a  tawdry  Mexican- 


style  border  town  dominated  by  Western 
assembly  plants.  "The  weaker  parts  of 
society  won't  survive,"  he  frets.  West 
Germany  could  buy  up  the  nation  piece 
by  piece.  Production  could  fall  as  more 
people  try  to  earn  fast  money  across  the 
border,  he  fears,  and  costs  could  rise  as 
the  deutschemark  becomes  the  preferred 
East  German  currency  (page  65). 

Still,  West  German  companies  are  ea- 
ger to  help  rebuild  East  Germany's  tot- 
tering economy,  invest  massively  in  joint 
ventures,  and  jump  into  potentially  huge 
markets.  The  scenes  on  TV  of  East  Ber- 
liners  joyfully  buying  fresh  pineapples 
on  the  West  side  of  the  wall  shows  how 
feebly  East  Germany  meets  basic  wants. 
"We  are  going  to  see  a  big  increase  in 
demand,"  says  Carlo  Andrea  Bollino, 
chief  economist  at  Italy's  giant  ENI  ener- 
gy group.  "But  it's  going  to  be  K  mart- 
style  goods,  not  Bloomingdale's." 

West  German  companies  won't  move 
forcefully  until  East  Berlin  has  enacted 
a  slew  of  major  economic  and  legal  re- 


forms. Yet  before  that  can  happen,  East 
German  leader  Egon  Krenz  must  first 
complete  a  political  transition.  His  Com- 
munist Party  (formally,  the  Socialist 
Unity  Party)  must  remake  itself  to  sal- 
vage credibility  with  the  country's  17 
million  people.  And  alternative  political 
groupings  such  as  New  Forum  and  De- 
mocracy Now  need  time  to  organize 
themselves  before  they  can  fight  an 
election.  The  East  German  version  of  the 
West's  Social  Democratic  Party,  for  in- 
stance, has  existed  for  barely  a  month. 
METAMORPHOSIS.  The  Communist  Party 
installed  61-year-old  Dresden  leader 
Hans  Modrow  as  Prime  Minister  on  Nov. 
13.  Modrow,  an  outspoken  proponent  of 
perestroika-Wke  reforms  gained  popular- 
ity when  he  was  frozen  out  by  the  old- 
line  leadership  of  Erich  Honecker.  An 
emergency  Communist  Party  Congress 
on  Dec.  15-17  is  expected  to  speed  up  the 
replacement  of  functionaries  with  the 
younger,  reformist  allies  that  Modrow 
needs.  By  yearend,  the  first  tentative 
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reforms  could  include  some  joint  ven- 
tures with  the  West,  more  private  enter- 
prise in  the  consumer-goods  sector,  and 
decentralization.  But  those  measures 
will  be  slow  to  bring  tangible  results. 

A  first  priority  is  to  reform  East  Ger- 
many's 130  national  Kombinate,  huge 
vertically  integrated  combines  that  domi- 
nate industry,  by  cutting  them  down, 
installing  professional  managers,  per- 
haps even  attracting  private  capitiil.  Pro- 
ductivity is  now  1(S/<  to  307'  below  com- 
parable West  German  companies. 
Theoretically  the  crown  jewels  of  the 
Marxist  system,  some  believe  the  Kom- 
binate can  be  salvaged  by  pushing  them 
into  joint  ventures  where  they'll  have 
Western  knowhow  and  funding. 


rials  processed  there  into  products  for 
sale  in  the  West. 

Other  Europeans,  Americans,  and  Jap- 
anese are  not  likely  to  be  far  behind,  and 
for  those  with  West  German  subsidiar- 
ies, it's  a  natural  step  across  the  fron- 
tier. Says  Jean  Louis  Beffa,  chairman  of 
French  glassmaker  Saint-Gobain,  which 
is  considering  a  plant  in  East  Germany: 
"Everyone  is  talking  about  the  business 
opportunities  in  Southeast  Asia.  What 
luck  to  have  the  same  opportunities  sud- 
denly open  on  our  doorstep."  Britain's 
Imperial  Chemical  Industries  PLC  is  also 
scouting  for  business  throughout  the 
East.  ICI  Eastern  Europe  Chairman  John 
Mitchell  likes  Eastern  Europe's  plentiful 
natural  resources  and  undeveloped  con- 


If  reforms  do  proceed.  West  German 
companies,  many  of  which  already  do 
business  in  the  East,  could  give  a  big 
boost  to  East  German  industry.  Ready 
to  expand  and  do  more  cross-border 
deals  are  companies  such  as  Siemens  in 
electronics,  Hoechst  in  chemicals,  and 
Trumpf  in  machine  tools.  West  Germans 
are  already  trying  to  tap  the  nascent 
consumer  goods  and  services  market  in 
East  Germany  and  the  other  East  bloc 
nations.  In  September,  Hamburg-based 
Beiersdorf  opened  a  $3.2  million  plant  to 
produce  4.5  million  tins  of  Nivea  skin 
cream  for  sale  in  East  Germany. 

West  German  manufacturers  love 
Eastern  Europe's  low  production  costs. 
Not  surprisingly,  many  now  see  the 
chance  to  meet  Asia's  cheap  labor  with 
plants  in  their  own  backyard.  Hoechst 
did  $100  million  worth  of  trade  with  East 
Germany  last  year,  mostly  by  having 
chemicals,  plastics,  and  other  raw  mate- 


sumer  market.  Says  Mitchell:  "We  don't 
intend  to  be  locked  out." 

If  hard-currency  credits  from  the 
West  come  through  as  expected  and 
trade  restrictions  are  eased,  executives 
see  big  potential  in  sales  of  computers, 
process  controls,  and  engineering  exper- 
tise to  rebuild  East  Germany's  infra- 
structure. Take  Eckhard  Pfeiffer,  presi- 
dent of  Compaq  Computer  Corp.'s 
European  and  international  operations. 
Pfeiffer  was  born  of  German  parents  in 
what  is  now  Poland  during  World  War 
II.  He  remembers  making  his  way  as  a 
child  to  West  Germany  with  his  mother. 
Footage  of  the  Berlin  Wall  being 
breached  kept  him  riveted  to  the  TV. 
Now,  Compaq's  East  Europe  office  in 
Munich  has  geared  up  its  personal  com- 
puter sales.  Says  Pfeiffer:  "The  opportu- 
nity could  be  very  large." 

Japanese  companies  have  so  far 
shown  more  caution.  Sony  Walkman  ra- 


dios and  cassette  players  and  TVs  wet 
hauled  back  across  the  border  by  hui 
dreds  of  East  Berliners  when  the  wa 
opened.  Now,  Sony  Corp.  is  seeking  t; 
expand  in  East  Germany  beyond  th 
hard-currency  shops  and  central  buyin 
organizations  that  control  its  sales.  Say 
Jack  Schmuckli,  Cologne-based  manaj. 
.  ing  director  of  Sony's  European  open 
tions:  "If  the  merger  of  the  two  Gei 
manies  starts  to  happen,  I  will  turn  ou 
East  German  operation  over  to  Wef 
Germans  and  tell  them:  Go  for  it!" 

As  business  executives  test  the  nei 
waters,  leaders  in  the  West  are  als 
scrambling  to  keep  up  with  evenb 
French  Industry  Minister  Roger  Faui 
oux  says  he'll  name  a  "Mr.  Hungary  an 
Mr.  East  Germany"  to  hi 
staff.  West  German  Chancello 
Helmut  Kohl  has  promise 
"massive  aid"  if  East  German 
holds  free  elections  and  start 
dismantling  its  rigid  comman 
economy.  Bundesbank  counc 
member  Wilhelm  Nollin 
wants  Kohl  to  give  $8  billio 
more  in  aid  to  East  Germany 
"We  should  consider  usin 
most  of  the  Bundesbank 
profits,"  he  says.  Others  tal 
of  targeted  aid  to  nurture  ce 
tain  industries  and  ventun 
capital  funds.  Austrian-bor 
U.  S.  investment  banker  Feli 
Rohatyn  is  promoting  an  Eas 
ern  European  developmeri 
bank. 

Except  for  foreign  compan 
investment,  what's  strikin 
about  this  is  that  for  the  firs  bt 
time  in  two  generations,  Eun 
peans  are  running  the  show  a 
most  entirely  for  themselves 
with  little  concern  about  how 
will  play  in  Moscow  and  Washingtor 
The  Soviets  are  in  fact  eager  to  cast  oi 
the  burden  of  Eastern  Europe,  which  b 
their  calculations  costs  them  an  estima 
ed  $45  billion  a  year  in  subsidies.  If  Eas 
ern  Europe  can  get  help  from  the  Wes 
it  can  become  a  viable  goods  produce 
for  both  the  Soviets  and  their  Wester 
neighbors. 

The  difficulties  ahead  are  enormou; 
But  if  the  East  can  forge  new  links  witloji 
the  West  without  inflaming  the  Cont 
nent's  old  nationalist  passions,  the  worl 
may  well  be  headed  for  Pax  Europi 
with  prosperity  helping  to  insure  th 


I 


I 


peace.  The  crowds  surging  into  Wes  jfj, 
Berlin  have  courageously  shown  thai 
leaders  the  way.  Now,  the  West  mus 
follow. 

By  John  Templeman,  Thane  Petersot  (jj, 
and  Gail  E.  Schares  in  Bonn  cmcI  Jonatha 
Kapstein   in   East  Berlin,   with  bursa 
reports  ; 
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IE  WEST  GERMAN  MARK 
inr  SOON  RULE  THE  EAST 


g  with  the  dollar,  it's  replacing  currencies  at  astonishing  speed 


iN  EXCHANGE 


For  many  East  Ber-' 
liners  lining  up  each 
morning  to  collect 
"welcome  money" 
at  the  huge  Bayer- 
ische  Vereinsbank 
branch  on  West  Ber- 
lin's elegant  Kurfur- 


imm,  the  top  concern  is  how  to 
the  100  West  German  marks — 
$54 — that  the  government  gives 
new  visitor  from  across  the  wall. 
East  German  yearns  for  a  set  of 
Qgway  novels.  Another  plans  to 
resh  fruit  and  stylish  jeans. 
;  quite  a  few  do  a  little  currency 
ig.  Back  home,  the  government 
one  West  German  deutschemark 
s  one  East  German  ostmark.  But  in 
Berlin's  banks,  the  rate  is  7  to  1. 
an  the  street  back  in  East  Berlin, 
?  to  1.  That  means  East  Germans 
;ash  in  their  100  deutschemarks  for 
ostmarks  can  make  the  equivalent 
month's  pay  in  one  trade.  As  the 
;rumbles,  so  does  the  long-held  pre- 
that  East  bloc  governments  can 
;heir  currencies  at  ridiculously  over- 
d  rates. 

it  has  big  implications  for  the  U.  S. 
Vestern  Europe — and  for  the  dollar 
he  West  German  mark,  which  are 
^ing  Eastern  European  currencies 
astonishing  speed.  Some  bankers 
predict  the  nearly  worthless  ost- 
will  cease  to  exist.  "There  is  a  risk 


of  rejection  of  the  national  currency," 
says  Ernst  Moritz-Lipp,  chief  economist 
at  Frankfurt's  Dresdner  Bank.  East 
Germans,  equally  worried,  fear  that  lo- 
cals going  to  West  Berlin  for  jobs  will 
come  home  with  deutschemarks  and  buy 
up  their  country  on  the  cheap.  "It's  a 
grotesque  situation,"  says  Lutz  Maier, 
the  deputy  director  of  East  Berlin's  In- 
stitute for  International  Economics  & 
Politics. 

FUNNY  MONEY.  Of  course,  both  concerns 
are  overstated.  After  several  years  of 
transacting  business  in  funny  money, 
the  Eastern  Europeans  are  simply  fac- 
ing up  to  reality.  Poles  and  Hungarians 
are  legally  dumping  their  currencies  on 
the  unofficial  market  for  dollars  (table). 
That's  not  too  different  from  the  streets 
of  Moscow,  where  Soviets  find  the  ruble 
now  goes  for  as  little  as  a  nickel.  Even 
at  a  recent  auction  held  by  the  govern- 


WHAT  EASTERN  CURRENCIES 
ARE  REALLY  WORTH 


Dollars  per  unit  of  currency 

Official 

Black-market 

rate 

rate 

SOVIET  UNION  (ruble)  $163 

$0.10 

EAST  GERMANY  (ostmark)  0.54 

0.04 

POLAND  (zioty)  0.0003 

0.0001 

HUNGARY  (forint)  0.17 

0.13 

aECHOSLOVAKIA  (koruna)  0.07 

0.03 

DATA:  BAYERISCHE  VEREINSBANK,  DEAK  INTERNATIONAL  INC..  BW 


ment,  the  ruble  fetched  just  a  dime. 

So  widespread  is  the  black  market 
that  it  already  has  spawned  a  new  class 
of  East  bloc  arbitrageurs.  While  the  Pol- 
ish zloty  is  worth  only  a  tenth  of  a  cent 
on  Warsaw's  streets,  it  can  still  buy  a 
fair  quantity  of  rubles,  and  therein  lies  a 
deal.  Since  rubles  retain  some  value  in- 
ternationally, Poles  find  it  worthwhile  to 
swap  zlotys  for  Soviet  bank  notes  in 
Warsaw,  then  journey  to  Moscow  to 
turn  their  rubles  into  far  more  dollars 
than  they  ever  could  obtain  at  home. 

Right  now,  both  the  dollar  and  the 
deutschemark  serve  as  key  currencies 
for  much  of  the  East  bloc's  business. 
But  as  West  Germany  takes  the  lead  in 
East  European  joint  ventures,  loans,  and 
trade  financing,  the  West  German  mark 
is  likely  to  become  Eastern  Europe's 
money.  In  East  Germany,  the  deutsche- 
mark already  is  the  currency  that  really 
counts.  Even  before  the  Berlin  Wall  fell, 
hotel  guests  from  the  West  had  to  show 
they  had  the  currency  before  they 
showed  passports.  Now,  with  East  Ger- 
mans traveling  back  and  forth  to  the 
West,  East  Berlin  has  little  choice  but  to 
permit  the  deutschemark's  free  use.  The 
next  step,  officially  making  the  deuts- 
chemark East  Germany's  currency,  still 
seems  far  off.  "It  would  be  like  reunifi- 
cation," says  a  Bundesbank  official.  So 
to  compromise,  many  believe  the  ost- 
mark will  remain,  with  its  value  pegged 
to  the  West  German  unit. 
UNLIMITED  POWER.  The  future  pattern  of 
European  bank  lending  also  figures  to 
boost  German  financial  clout.  Western 
banks  have  lent  $95  billion  to  East  bloc 
governments  and  state  enterprises, 
largely  in  dollars.  But  bankers  say  that 
the  billions  in  new  loans  that  probably 
will  flow  eastward  in  coming  years  are 
more  likely  to  go  to  Western  companies 
with  Eastern  ventures — and  most  of 
those  companies  are  likely  to  be  West 
German.  'That  means  the  currency  of 
choice  will  probably  be  the  mark. 

The  prospect  that  the  West  German 
mark  will  play  a  pivotal  role  in  Eastern 
Europe  may  slow  efforts  for  a  new  cen- 
tral bank  and  currency  for  Western  Eu- 
rope. The  mark  already  serves  as  the 
anchor  for  the  nine-nation  European 
Monetary  System.  After  all  this,  the 
Germans  reason,  why  create  a  new  cur- 
rency when  the  mark  is  doing  the  job? 
"The  mark  will  be  the  currency  of  the 
1990s,"  says  Al  Soria,  a  New  York  for- 
eign-exchange expert  for  Finland's  Kan- 
sallis  Banking  Group.  If  the  deutsche- 
mark replaces  the  dollar  as  the  hard 
currency  of  the  East,  West  Germany's 
power  to  control  currency  values  and 
influence  interest  rates  throughout  Eu- 
rope will  be  unchallenged. 

By  Blanca  Riemer  in  Paris  and  Jona- 
than Kapstein  in  West  Berlin,  unth  bureau 
reports 
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RED  ARMY  FORCES:  BUSH  NEEDS  TO  MAKE  A  BOLD  MOVE  TO  OVERSHADOW  ANY  SOVIET  SUMMIT  PROPOSAL  TO  DEMILITARIZE  GERMANY 


EUROPE'S  GRAND  DRAMA:  WAITING 
FOR  BUSH  TO  MAKE  HIS  ENTRANCE 


I 


The  Malta  summit  may  force  him  to  end  his  aloofness  and  produce  some  concrete  proposals 


Since  the  end  of 
World  War  II, 
through  crisis  and 
prosperity,  the  U.  S. 
has  been  a  principal 
actor  on  the  Europe- 
an stage.  Especially 
in  East-West  rela- 
tions, Washington's  authority  was  some- 
times resented  oni  rarely  challenged.  So 
America's  friends  ;ind  foes  alike  are  puz- 
zled by  President  George  Bush's  aloof 
approach  to  the  dn  ■  na  now  unfolding  in 
Eastern  Europe.  To  i.iany,  the  U.  S.  has 
a  cheap  seat  in  the  l-l.^achers. 

That's  why  the  pressure  will  be  on 
Bush  when  he  travels  t  i  the  Mediterra- 
nean on  Dec.  2  for  his  shipboard  summit 
with  Soviet  leader  Mikhail  S.  Gorbachev. 
If  the  President  is  to  reassert  his  posi- 


tion as  leader  of  the  West,  he  must  con- 
vince the  allies  that  the  superpowers  can 
at  least  moderate  the  breathtaking,  al- 
most scary,  pace  of  European  change. 

Administration  officials  acknowledge 
that  any  session  with  Gorbachev  is  full 
of  wild  cards.  At  this  one,  they're  partic- 
ularly worried  about  talk  of  dismantling 
the  Warsaw  Pact  and  NATO.  Gorbachev 
may  suggest  that  the  Germans  them- 
selves choose  whether  or  not  they  want 
foreign  troops  and  nuclear  weapons  on 
their  soil.  But  any  plan  to  demilitarize 
Germany  would  force  the  West  into  a 
painful  debate  on  the  future  of  NATO 
that  the  allies  themselves  are  nowhere 
near  ready  to  face. 

To  seize  the  initiative  for  the  West, 
Bush  is  being  urged  to  counter  Gorba- 
chev in  the  arena  the  Soviet  leader  him- 


self prefers — perestroika.  If  he  turec 
his  moderate  endorsement  of  Soviet's 
forms  into  a  true  program  for  extemvt 
East-West  economic  links,  Bush  c(Jc 
focus  the  meeting  on  the  issues  iia: 
both  Eastern  and  Western  Europens 
see  as  most  urgent. 

CONSUMING  PROBLEMS.  So  far,  Bui' 
pledge  to  help  bring  the  Soviet  UiDi 
into  the  community  of  nations  has  oi 
gone  much  beyond  talk  of  "technicals- 
sistance,"  such  as  informal  adviceto 
Moscow  in  its  efforts  to  reshaped 
economy.  But  now  Bush  is  likely  tcbe 
overtaken  by  events  if  he  does  not  tkc 
more  concrete  actions,  including  mcBf 
to  normalize  trade  relations,  to  givea- 
port  credits  to  U.  S.  businesses  deaig 
with  the  Soviets,  and  to  support  Soe 
observer  status  in  the  Internaticii 
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OUR  COMMITMBIT  TO  AME 
GOES  ON  FOR  MILES. 


AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position 
carries  a  commitment. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of 
AMBAC  insured  issues  AMBAC  insures.  In  1988,  nearly  $1  billion,  or 
^^^^p^^  ISSU  ES  ^^^^  dollar  of  every  ten  insured  by  AMBAC, 

Ikl  1000  "TLJAKI  ti'^nsportation-related  projects.  That  translates 

' '    ,  |L  directly  into  new  and  better  roads,  bridges,  transit 

/\lN  Y        I  M  t  K  and  airport  facilities  all  across  America,  benefitting  millions 
C^D^AP/\N  Y.  of  commuters,  vacationers  and  business  travelers. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  total  number 
of  new  issues  we  insured.  By  that  standard,  AMBAC  insured  more  issues  last  year 
than  any  other  company— a  total  of  699— for  an  insured  issue  volume  of  $7.93  billion, 
or  nearly  30%  of  all  new  insured  issues. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond 
insurance.  And  that's  good  not  only  for  America's  travelers.  It's  good  for  the  whole 
country.  AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 
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Monetary  Fund  and  other  multilateral 
organizations. 

The  issue  will  be  compelling  in  Malta 
because,  in  the  space  of  weeks,  Gorba- 
chev's reform  drive  has  swept  through 
Eastern  Europe  and  planted  itself  firmly 
on  the  doorstep  of  the  West.  Yet  at 
home,  the  Soviet  leader's  economy  is  in 
desperate  shape,  with  strikes  and  severe 
winter  shortages  looming. 

Preoccupied  with  these  problems,  Gor- 
bachev appears  ready  to  reduce  econom- 
ic support  for  the  East  bloc  states.  He  is 
also  cutting  defense  spending  and  mak- 
ing good  on  his  promise  of  unilateral 


statement  by  the  Administration  in  fa- 
vor of  expanded  commercial  links  be- 
tween East  and  West.  "We  would  like  to 
see  the  Bush  Administration  say  that 
they  understand  the  process  of  peres- 
troika  and  support  it,  and  [then]  give 
the  green  light  to  U.  S.  business  for  clos- 
er relations,"  says  Ernest  E.  Obminsky, 
chief  of  international  economics  at  the 
Soviet  Foreign  Ministry. 

By  themselves,  such  steps  won't  begin 
to  solve  Gorbachev's  economic  crisis  or 
even  greatly  boost  the  meager  $2  billion 
in  annual  U.  S.-Soviet  trade.  But  without 
Washington's  blessing,  Moscow  fears 


he  may  unveil  plans  to  sell  off  parts  ;f 
Soviet  industry.  Gorbachev  also  want'a 
new  trade  treaty  between  the  U.  S.  ad 
the  Soviet  Union.  And  he's  pushing  n 
ambitious  exchange  program  for  Sovt 
students  to  attend  U.S.  schools  simir 
to  the  kmd  that  brought  40,000  Chims 
students  to  the  U.  S. 
'CULTURAL  LAC  Bush  has  good  reasi 
to  offer  his  own  proposals  for  expand! 
links,  instead  of  waiting  for  Gorl- 
chev's,  because  the  Soviet  leader  h 
proven  a  master  at  exploiting  fault  lir 
in  the  Western  alliance.  Bush  is  hangi; 
back  on  allowing  more  technology  trai- 


■  BUSH 

The  President  is 
caught  between 
cold  warriors  and 
a  European 
clamor  to  move 
faster 


AN  OUTDOOR  MARKET  IN  MOSCOW:  BETTER  GOODS  FOR  CONSUMERS? 


B  GORBACHEV 

His  plan  to  make 
the  ruble 
convertible 
makes  sense  only 
if  the  payoff  is 
expanded  trade 


troop  cuts  in  Eastern  Europe.  Conflicts 
in  Nicaragua,  Afghanistan,  and  South- 
east Asia  are  becoming  less  important  to 
either  the  Soviet  Union  or  the  U.  S. 

But  the  new  threat  for  both  of  the 
superpowers  is  possible  instability  in 
Central  Europe.  An  unstable  Poland,  or 
reignited  ethnic  conflicts,  or  Germany's 
unpredictable  path  toward  the  long-held 
dream  of  reunification  could  untrack  this 
progress.  Worse,  these  are  changes  over 
which  the  superpowers  will  have  only 
limited  control. 

GREEN  LIGHT.  That's  why  the  European 
Community  is  moving  to  stabilize  East- 
ern Europe,  and  why  Bush  will  have  to 
work  closely  with  Western  European 
leaders.  To  maintain  control,  Bush  must 
insist  on  a  strong  role  for  West  Germa- 
ny in  NATO.  This  is  also  the  time  for  the 
U.  S.  to  take  advantage  of  Eastern  and 
Western  interests  in  economic  revitaliza- 
tion  and  arms  control,  issues  on  which 
the  superpowers  are  closer  than  at  any 
time  since  World  War  H.  "The  specter 
of  change  in  Eastern  Europe  creates 
common  ground  between  the  U.  S.  and 
the  U.  S.  S.  R.,"  says  Robert  Legvold,  a 
Soviet  expert  at  Columbia  University. 
The  Soviets  have  long  sought  a  clear 


U.  S.  businesses  and  lenders  will  hang 
back.  And  Moscow's  plan  to  make  the 
ruble  convertible — with  the  disruption 
that  will  cause  at  home — only  makes 
sense  if  the  payoff  is  expanded  trade 
that  brings  Soviet  consumers  more  and 
better  goods.  "We  can't  deal  with  peres- 
troika  in  isolation,"  says  John  P.  Hardt, 
an  expert  on  the  Soviet  economy  at  the 
Congressional  Research  Service.  "Every- 
thing about  it  is  related  to  its  potential 
for  producing  beneficial  trade." 

So  far.  Bush  has  promised  only  to 
waive  Jackson-Vanik  Amendment  re- 
strictions on  Soviet  trade  once  Moscow 
codifies  liberal  emigration  policies — as 
the  Supreme  Soviet  is  now  doing.  But 
Gorbachev  wants  to  discuss  ways  to 
give  property  rights  to  foreign  and  do- 
mestic investors  in  the  Soviet  Union,  and 


As  Europeans  grope  toward 
an  end  to  their  40-year  armed 
standoff,  Washington  remains 
unsure  where  it  would  fit  in 


fer  and  credits  for  exports  to  Mosco\ 
perhaps  to  wait  for  a  better  Soviet  de£ 
But  in  the  meantime,  this  wariness  cr 
ates  "a  cultural  lag  between  our  Europ 
an  allies  and  the  U.  S.,"  says  Martin  . 
Hillenbrand,  a  former  ambassador  t 
Hungary  and  West  Germany.  The  Wes 
ern  Europeans  see  economic  integratio 
as  a  way  to  stabilize  East-West  relatior 
and  make  the  Sovit^t  Union  more  predic 
able,  and  they  are  going  ahead  in  di; 
cussing  a  series  of  trade  agreement 
with  the  Soviet  Union  and  East  Europe 
an  countries.  "These  countries  are  waj 
ahead  of  us,"  says  Dwayne  0.  Andreas 
chairman  of  food  processor  Archer  Dai 
iels  Midland  Co.  and  a  proponent  of  ir 
creased  Soviet  trade. 

Ever  since  Gorbachev  unveiled  perei 
troika  and  the  idea  of  a  "common  Eurc 
pean  house,"  what  has  puzzled  offici£ 
Washington  is  where,  if  at  all,  the  U.  S 
would  fit  in.  Now,  with  the  upheaval  i; 
Eastern  Europe  opening  up  the  possibil; 
ty  of  Europe  uniting  itself  on  the  West' 
terms,  it's  clear  Bush  himself  must  de 
fine  that  role.  The  alternative  is  to  buy  i 
permanent  seat  in  the  bleachers. 

By  Bill  Javetski  in  Washington,  witl 
Rose  Brady  in  Moscow 
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OUR  COMMITMENT  TO  AMERICA 
IS  PURE  ANO  SIMPLE. 


AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position 
carries  a  commitment  which  continues,  undiluted,  year  after  year. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of 
AMB  Ac's  INSURED  '^^^^^  AMBAC  insures.  In  1988,  ftilly  175  of  the 
P>^p-T-ni^|  1/^  newissuesweinsured  — representing  $1.7  billion  — were 
_  |_      ^  L;_P^  TLJ  C!      water  and  sewer  facilities.  That  translates  directly  into 
LCv^  I  O  I  riL,        improved  water  and  sewage  treatment  for  residents 

HIGHEST  QUALITY  and  businesses  in  27  states. 

SX^N  DARDS.    Another  way  to  gauge  AMBAC's  commitment  is  by  looking 
at  the  quality  of  the  issues  we  insure.  By  that  measure,  AMBAC's  insured  portfolio 
meets  the  highest  possible  standards,  both  in  terms  of  the  deals  we  qualify  and  bid  on 
and  also  in  terms  of  the  caliber  of  the  AMBAC  analysts  making  those  decisions. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond 
insurance.  And  that's  good  not  only  for  the  people  drinking  this  cleaner  water. 
It's  good  for  the  whole  country.  AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 
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Business  Week/Harris  Poll 

HOW  AMERIGINS  SEE  THE  THAW  IN  EASTERN  EUROPE 


Americans  are  extremely  heart- 
ened by  the  recent  develop- 
ments in  Eastern  Europe — but  they're 
wary,  too.  Fully  90%  agree  that  the 
events  in  Berlin  are  an  exciting  sign 
of  peace,  and  76%  would  like  to  see 
German  reunification.  But  most  of 
the  public  is  still  leery  of  a  Soviet 
crackdown  if  reforms  go  too  far,  and 
they  don't  believe  the  cold  war  is 
over.  Maybe  that's  why  a  majority 
opposes  dissolving  NATO  even  if  the 
Soviets  dismantle  the  Warsaw  Pact. 

BERLIN:  SUDDENLY  A  SYMBOL  OF  PEACE 

■  Let  me  ask  you  about  the  recent  events  in  Germany.  Do  you 


agree  or  disagree? 

The  tearing  down  of  the  Berlin         Agree   90% 

Wall  and  the  opening  up  of  Disagree   7% 

East  Germany  are  two  of  the  Not  sure  .  *  3% 

most  exciting  and  encouraging 
signs  of  peace  in  the  world  in 
years. 

Faced  with  the  opening  up  of  Agree   64% 

many  Communist-controlled  Disagree   26% 

countries,  the  rulers  of  the  Sovi-       Not  sure   10% 

et  Union  will  allow  reforms  and 
democratization  to  go  only  so 
for  before  they  crack  down. 


MOST  AMERICANS  ENDORSE  GERMAN  REUNIFICATION... 

■  Would  you  favor  or  oppose         Favor   76% 

the  reunification  of  East  and  Oppose   16% 

West  Germany?  Not  sure  8% 

...AND  THINK  IT  WOULD  BENEFIT  THE  U.S. 

■  If  East  and  West  Germany  were  to  reunify,  would  you  say  this 
would  be  better  for  the  United  States  or  for  the  Soviet  Union? 

Better  for  the  United  States  46% 

Better  for  the  Soviet  Union   25% 

Neither  4% 

Both   13% 

Not  sure  12% 


BUT  THE  COLD  WAR  ISN'T  QUITE  OVER  YH... 

■  Do  the  recent  developments  in  East  Germany,  Hungary,  and  Po- 
land mean  the  end  of  the  cold  war,  or  not? 

Mean  the  end  of  the  cold  war  31% 

Do  not  mean  the  end  of  the  cold  war   59% 

Not  sure  10% 

...SO  THE  U.S.  SHOULDN'T  LET  DOWN  ITS  GUARD... 

■  With  the  changes  in  Eastern  Europe,  should  rhe  United  States 
sharply  cut  its  military  spending,  or  not? 

United  States  should  sharply  cut  its  military  spending  29% 

United  States  should  not  sharply  cut  its  military  spending  . . .  66% 
Not  sure  5% 


Americans  don't  think  it's  time  to 
start  beating  swords  into  plowshares, 
either.  A  66 °o  majority  says  the  U.S. 
shouldn't  sharply  cut  military  spend- 
ing. The  public  is  evenly  split  on 
whether  the  U.S.  should  withdraw  itsl 
troops  from  Europe  if  the  Soviets  re- 
ciprocate— but  a  big  majority  says 
that  any  savings  from  a  troop  with- 
drawal shouldn't  be  converted  into 
aid  to  Eastern  Europe.  And  a  stun- 
ning 80 oppose  the  notion  of  a 
new  Marshall  Plan  for  the  East  bloc. 

...AND  NATO  SHOULD  REMAIN  INTACT 

■  The  Soviets  hove  offered  to  dissolve  their  European  military  alli- 
ance, the  Warsaw  Pact,  if  the  United  States  is  willing  to  dissolve 
NATO,  its  European  military  alliance.  Do  you  think  the  United 
States  should  agree  to  dissolve  NATO  if  the  Soviets  dissolve  the 


Warsaw  Pact,  or  not? 

United  States  should  agree  to  dissolve  NATO   35% 

United  States  should  not  agree  to  dissolve  NATO  56% 

Not  sure  9% 


AMERICANS  ARE  SPLIT  OVER  TROOP  WITHDRAWALS 

■  If  the  Soviet  Union  withdraws  its  troops  from  Europe,  should  the 
United  States  withdraw  its  troops  from  Europe,  or  not? 

United  States  should  withdraw  troops   48% 

United  States  should  not  withdraw  troops  48% 

Not  sure  4% 


IF  THE  TROOPS  COME  HOME,  SO  SHOULD  THE  MONEY 

■  If  the  United  States  withdraws  its  troops  from  Europe,  should  it 
take  the  money  it  saves  and  spend  it  on  aid  to  Eastern  Europe,  or 


not? 

Should  spend  savings  on  aid  to  Eastern  Europe  21% 

Should  not  spend  savings  on  aid  to  Eastern  Europe  74% 

Not  sure  5% 


THERE'S  NO  CALL  FOR  A  NEW  MARSHALL  PLAN 

■  After  World  War  II,  the  United  States  created  a  major  program 
called  the  Marshall  Plan,  which  rebuilt  Europe's  economy.  To  fos- 
ter ail  the  changes  in  Eastern  Europe  today,  should  the  United 
States  and  its  allies  launch  a  second  Marshall  Plan,  lending  or  giv- 
ing billions  of  dollars  to  Eastern  Europe,  or  not? 

Should  launch  a  second  Marshall  Plan   15% 

Should  not  launch  second  Marshall  Plan  80% 

Not  sure    5% 


Edited  by  Mark  N.  Vamos 


Poll  of  1,000  adults  conducted  Nov.  13-14  for  BUSINESS  v/EEK  by 
Louis  Harris  &  Associates  Inc.  Results  should  be  accurate  to  within 
three  percentage  points. 
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AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position  carries  a 
commitment  that  keeps  growing,  from  one  year  to  the  next. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of  issues 
/^/V\BAlC'S   '^^^^^  insures.  In  1988,  190  new  bond  issues,  or  nearly  one  of  every 
A  DITA  I    DACC  IC  /ow  insured  by  AMBAC,  was  in  education-related  projects.  That 
^""^^1  '  r^fii^b^Ji^  ff^    translates  directly  into  new  and  better  classrooms,  dormitories 

I  riL  IINL/UolKT  O    and  athletic  facilities  all  across  America,  meeting  the  growing 
H  EST",    needs  of  literally  millions  of  students. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  tlie  underlying  strength 
of  that  commitment.  By  that  standard,  AMBAC  has  the  highest  qualified  statutory  capital  base 
of  any  municipal  bond  insurer— now  over  $700  million— as  well  as  assets  of  over  $1  billion. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond  insurance. 
And  that's  good  not  only  for  America's  students.  It's  good  for  the  whole  country. 
AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 
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Codex  network  management  gives  you  more  control 
than  any  other  system. 


Some  vendors  talk  a  good  integrated  network  management  story. 
But  all  their  systems  really  do  is  monitor  parts  of  your  network  on 
different  screens.  When  there's  a  problem,  your  operator  has  to  "read 
between  the  screens"  to  find  it. 

Codex  does  it  differently.  Our  network  management  systems  let 
you  manage  all  your  equipment  from  a  single  integrated  console,  using 
only  one  database  and  one  set  of  procedures  for  your  network.  So  it's 
easy  for  your  operator  to  determine  the  cause  and  effect  of  a  problem. 
And  instead  of  merely  reacting  to  problems.  Codex  systems  actually 
help  you  predict  and  solve  them  before  they  occur. 

Whether  your  network  is  small  or  large,  we  have  a  choice  of 
systems  that  can  grow  with  your  company.  And  we'll  provide  interfaces 
to  your  data  processing  management  equipment  whether  you're 
running  IBM,  DEC  or  another  vendor^  applications. 

So  if  you  want  real  control  over  your  network,  call  us  at 
1-800-426-1212  ext.  7249  and  ask  about  Codex  integrated  systems. 

Because  the  best  way  to  keep  your  network  working  is  to  get 
everything  working  together. 
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pogether:' 


The  New  OKIDATA  380 
Puts  More  ""Show^"  in  Your  Business^ 


Get  Letter  Quality,  OKIDAIA 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKE)ArA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  the  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDATA  dealer,  screen  test  the 
new  OKIDAIA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Sta'e  Allen. 
Then  put  more  "show"  in  your  business.  For  the  name  of 
the  OKIDAIA  dealer  nearest  you,  caU  1-800-OKIDAIA. 


The  output  samples  above  were  printed  on  a  Mk  ';OLIi\E  380 
using  WbrdPerfect  5.0  and  Gemgraph. 


OKIDATA 

an  OKI  AMERICA  company 


OKIDATA  is  a  registered  trademark  of  Oki  America,  Inc. .  Marque 
deposee  de  Old  America,  Inc. 


We  put  business  on  paper. 


iternational  Outloo 


EDITED  BY  JOHN  PEARSON 


1  THE  'WALL'  BETWEEN  THE  TWO  KOREAS 
FARTING  TO  WOBBLE? 


Ialfway  around  the  world  from  Berlin,  the  status  quo  is 
being  challenged  in  another  divided  country:  Korea. 
It's  not  likely  that  Kim  II  Sung,  North  Korea's  hardline 
munist  dictator,  will  open  gateways  to  the  south  any  time 
through  the  Demilitarized  Zone.  But  Mikhail  Gorbachev, 
mleashing  reforms  in  Eastern  Europe  and  loosening  ties 
once  bound  Communist  regimes  together,  has  opened 
irtunities  for  South  Korea's  "Northern  diplomacy" — 
il's  counterpart  to  Bonn's  "Eastern  policy."  Bonn  devised 
strategy  in  the  1970s  to  cultivate  influence  in  Eastern 
)pe  and  pave  the  way  for  eventual  German 
ification. 

5W,  under  the  policy  launched  by  President 

Tae  Woo  last  year,  South  Korea's  govern- 
t  and  businesses  are  pursuing  diplomatic  and 
omic  links  with  Soviet  bloc  countries  that 
'  shunned  South  Korea  for  the  past  40  years, 
jing  so,  they  are  putting  political  pressure  on 

II  Sung  to  end  his  belligerence  and  self- 
ised  isolation.  Kim  is  starting  to  worry  that 
:ow,  his  chief  backer  until  now,  will  establish 
lal  diplomatic  relations  with  Seoul,  following 
h  Korea's  exchange  of  ambassadors  with  Po- 

on  Nov.  1  and  with  Hungary  last  Feb.  1. 
;  prospect,  Seoul  hopes,  will  persuade  Kim  to 

down  his  hostility  toward  the  South  and 
V  steps  toward  reunification,  to  avoid  becoming  a  virtual 
ast. 

r  BLOC  DEALS.  Seoul  is  exploiting  the  Soviet  bloc's  urgent 
,  for  trade,  credit,  and  investment.  To  open  the  way  for 
tmatic  relations.  South  Korea  has  lent  Hungary  $500  mil- 
and  Poland  $450  million  on  easy  terms.  Conglomerate 
kvoo  Corp.  has  signed  agreements  to  invest  $190  million  in 
hotels  and  a  financing  company  in  Hungary,  while  Sam- 
j  Group  is  helping  Poland  export  chemicals  in  barter-like 
anges  for  technology  and  capital  goods.  And  Moscow, 
)le  to  stir  Japanese  interest  in  developing  Siberia,  is  now 
ing  to  South  Korea  for  partners.  Hyundai  Corp.  officials 


say  they  are  discussing  sales  of  industrial  plants,  construction 
of  a  big  hydroelectric  plant,  and  a  joint  forestry  venture  in 
Siberia.  Recently,  Combustion  Engineering  Inc.  invited  Korean 
participation  in  a  $20  billion  Siberian  petrochemical  project. 
But  Moscow  knows  that  Seoul  is  unlikely  to  let  Korean  compa- 
nies sign  up  for  major  ventures  without  first  getting  a  Soviet 
commitment  to  normalize  political  ties. 

There  are  signs  that  Seoul  is  making  headway  toward  this 
goal,  although  South  Korean  Foreign  Minister  Choi  Ho-Joong 
notes  the  continuing  contrast  between  Moscow's  new  thinking 
and  its  old  policy  toward  Korea.  The  Soviets  con- 
tinue to  supply  North  Korea  with  modern  arms, 
but  they  opened  a  trade  office  in  Seoul  last  July. 
Moscow's  Institute  of  World  Economy  &  Interna- 
tional Relations  initiated  political  exchanges  by 
inviting  Kim  Young  Sam,  leader  of  the  opposition 
Reunification  Democracy  Party,  to  visit  Moscow 
last  June.  Through  growing  economic,  scientific, 
and  cultural  links,  "we  are  creating  a  basis  for 
establishing  full-scale  diplomatic  ties,"  says  Alex- 
ander A.  Bogomolov,  an  Asian  expert  at  the  insti- 
tute. And  at  the  U.  N.,  where  the  two  Koreas  now 
have  only  observers,  Moscow  appears  to  be  shift- 
ing toward  support  for  admitting  separate  delega- 
tions from  North  and  South  Korea  as  full  mem- 
bers. Seoul  favors  such  a  move  as  a  way  to  draw 
the  North  out  of  its  isolation  and  to  institutionalize  peace 
between  the  two  Koreas. 

By  contrast,  China's  hardline  leaders  are  expected  to  main- 
tain their  traditional  political  support  for  North  Korea.  In 
early  November,  Kim  II  Sung  visited  Beijing  to  renew  old  ties 
with  China's  top-echelon  rulers.  But  Beijing  is  unlikely  to  do 
anything  to  jeopardize  its  $3  billion  annual  trade  with  Seoul — 
South  Korea's  biggest  with  any  Communist  country.  That  vital 
trade  flow  is  a  reminder  to  North  Korea's  doctrinaire  regime 
that  commerce  is  an  increasingly  strong  rival  for  ideology  in 
shaping  relations  between  the  eroding  political  blocs. 

By  Laxmi  Nakarmi  in  Seoul,  with  bureau  reports 


BAL  WRAPUPI 


riolence  between  India's  Hindu  ma- 
jority and  its  Moslem  minority  is 
uding  reelection  chances  for  Prime 
lister  Rajiv  Gandhi.  The  45-year-old 
ndhi  was  already  facing  a  stiff  fight 
a  second  term  before  rioting  flared 
!r  a  disputed  religious  site, 
^ast  month,  Gandhi  called  elections 
Nov.  22-26  to  catch  squabbling  op- 
lents — led  by  V.  P.  Singh,  former  Fi- 
ice  Minister  and  Gandhi  lieuten- 
; — off  guard.  The  Prime  Minister 
0  hoped  to  outrace  mounting  evi- 
ice  that  government  officials  took 
bes  from  arms  suppliers.  Foes,  how- 
;r,  quickly  forged  a  united  front  to 


contest  more  than  400  of  527  seats  at 
stake  in  Parliament's  lower  house — in 
a  strong  bid  to  become  the  second  gov- 
ernment in  42  years  led  by  Congress 
Party  opponents. 

A  power  change  in  New  Delhi  is  un- 
likely to  produce  dramatic  policy  shifts. 
But  the  expected  close  outcome  could 
lead  to  prolonged  political  horse-trad- 
ing, slowing  any  new  moves  to  free  the 
heavily  regulated  economy. 

NAMIBIA  

Africa's  last  colony,  South  African- 
ruled  Namibia,  took  a  long  step 
toward  independence  on  Nov.  14,  with 
certification  by  the  U.  N.  that  its  elec- 
tion for  a  constituent  assembly  was 


"free  and  fair."  But  drafting  the  con- 
stitution may  produce  fireworks.  As 
expected,  the  leftist  South  West  Africa 
People's  Organization  (SWAPO)  won  a 
majority,  with  41  out  of  72  seats  in  the 
assembly.  That's  short  of  the  two- 
thirds  needed  to  approve  constitutional 
provisions,  and  it  will  be  difficult  for 
SWAPO  to  cooperate  with  the  South  Af- 
rican-backed Democratic  Turnhalle  Al- 
liance, which  won  21  seats. 

However,  the  U.  N.  will  insist  that 
SWAPO  and  other  factions  live  up  to 
1982  commitments  to  include  a  compre- 
hensive bill  of  rights  in  the  constitu- 
tion. That  should  help  Namibia  avoid 
slipping  into  one-party  rule,  which  fol- 
lowed independence  in  most  of  Africa. 
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Ford  Motor  Company 
salutes  our  suppliers  who  have  received 
the  Malcolm  Baldrige 
National  Quality  Award. 


Ford  is  proud  to  have  Milliken  &  Company  and  Xerox 
Corporation's  Business  Products  and  Systems  as 
supplier  partners  in  the  pursuit  of  total  quality 
excellence. 

The  Malcolm  Baldrige  National  Quality  Award 
recognizes  quality  achievement  and  excellence  of  G.S. 
companies  and  promotes  awareness  of  the  close 
connection  between  quality  and  domestic  or 
international  market  success. 

We  congratulate  Milliken  &  Company  and  Xerox 
Corporation's  Business  Products  and  Systems. 


Quality  is  Job  1. 


ON  OCTOBER  12th, 
NORTHERN  TELECOM 
INTRODUCED  nSERWORLD. 
IT  WILL  IMPROVE 
THE  PERFORMANa, 
CARftCITY  AND  VALUE 
OFVIRTUALiy 
EVERY  PIES  OF 
COMMUNKAnONS 
EQUIPMENT  IN  AMERICA... 

NO  MATTER 

WHOMADEH  In  one  bold  step,  Northern  ll'lecom  changed  the 

way  every  one  of  us  will  live  and  work  into  the  21st  Century. 
We  call  it  FiberWorld. 
Imagine  being  able  to: 

Tt-ansmit  all  the  information  contained  on  .'30,000  newspaper  pages  in  less  than  one  second. 
"R-ansfer  files  instantly  from  a  local  area  network  in  New  York  to  a  PC  in  San  Fi'ancisco. 
Video  conference  as  easily  as  making  a  phone  call. 

Eliminate  downtime  forever  because  your  network  "self  heals,"  or  restores  itself  within 
milliseconds. 

Tbday,  thanks  to  FiberWorld,  it's  all  possible. 

FiberWorld  is  our  vision  of  an  advanced  fiber-optic  telecommunications  network  that  will  trans- 
form forever  the  way  information  is  exchanged. 

It's  a  network  almost  3,000  times  faster  and  with  ."50,000  times  the  capacity  of  present  systems. 

A  network  based  on  international  standards  for  a  Synchronous  Optical  Network,  or  SONET. 

A  network  that's  evolutionary  So  your  investment  is  protected  and  your  current  network  will 
always  connect  with  our  SONET-based  systems. 

And  it  all  starts  today  with  the  introduction  of  a  line  of  FiberWorld  products  for  phone  companies. 

There's  nothing  else  like  FiberWorld.  Anywhere. 

lb  learn  more  on  how  FiberWorld  can  help  your  company  right  now,  talk  to  a  Northern  Tfelecom 
representative  at  l-800-.543-98()6. 

We  know  it'll  make  a  world  of  AM#^MM  ■  VMAI  W^l  V^^^Mfl 

£ner  "  '  7     NORTHERN  TELECOM 

TECHNOLOGY    THE    WORLD    CALLS  ON" 


itt 


northern 
fclccum 


C  198H  N<irthrrn  'Itlei  om 

Fihf  rWirlil  is  a  traili-murk  of  Northern  Ttleiom 


RETAIL  SALES  I 


STORES  MAY  HAVE  THEMSELVES 
A  VERY  LITTLE  CHRISTMAS 


If  retailers  have  to  resort  to  hea\y  discounts,  they  won't  see  much  in  the  way  of  profits 


Look  around.  It's  only  mid-No- 
vember, and  stores  are  al- 
ready bedecked  with  Christ- 
mas pageantry.  Retailers  ought  to 
feel  as  festive  as  their  stores:  Tht 
economy  is  chugging  along,  unem 
ployment  remains  low,  inventorie^ 
are  lean,  and  buyers  seem  willini; 
as  ever  to  shop  till  they  drop.  But 
Montgomery  Ward  Chairman  Ber- 
nard F.  Brennan  is  warbling  Bhu 
Chiistmas.  "This  Christmas."  h> 
says,  "will  be  a  wonderful  opportu- 
nity for  consumers — and  a  real 
challenge  for  retailers." 

Why?  Lx)w  prices,  for  starters. 
The  stage  is  set  for  a  round  of 
price  cuts  the  industry  desperately 
wants  to  avoid.  Sears,  Roebuck  & 
Co.,  whose  "everj^day  low  pricing" 
strategy'  hasn't  exactly  wowed  con- 
sumers, will  soon  unleash  a  net- 
work-TV'  ad  blitz  and  run  more  spe 
cials  to  woo  shoppers.  If  the  Bi.c 
Store  really  gets  aggressive,  the 
impact  could  be  felt  industrj-^vide. 
TOUGH  SLEDDING.  Another  peril: 
Struggling  department  store  opera- 
tors, including  Campeau  Corp.  and 
L.J.  Hooker  Coi-p.,  face  a  severe 
cash  crunch.  And  rivals  fear  that 
''■oubled  chains  will  be  quick  to 

ab  theii'  markdown  pens  if  business  I  sumers  remain  skittish  about  big-ticket 
^luws.  Hooker  has  already  announced  ' 
plans  to  liquidate  sLx  of  its  seven  B. 


PROPER 
TOPPER:  A 
SADIES'  HAT 
DESIGNED  BY 
DEBORAH 
RHODES  FOR 
MOCHA.  $125 
AT  BLOOMIE'S 


Altman  &  Co.  stores 
unless  a  buyer  for 
the  chain  emerges 
by  Nov.  IT.  If  Alt- 
man  starts  running 
liquidation  sales,  oth- 
er stores  in  the  New 
York  metropolitan 
area  are  sure  to  feel 
the  sting. 

General  merchants 
such  as  Sears  and 
Monig  tmery  Ward 
&  Co.  and  electronics 
chains  suth  as  High- 
land Super.- :ores  Inc. 
face  the  tuughest 
sledding,  since  con- 


appliances  and  luxury  items.  Instead, 
people  are  spending  on  apparel  and 
home  furnishings — suggesting  good 
cheer  for  specialty  clothing  chains  such 
as  The  Gap  Inc.  and  The  Limited  Inc. 

Overall,  analysts  see  general-merchan- 
dise sales  gains  of  o^f  to  6%,  including 
inflation  of  about  S.S'^'f,  during  the  criti- 
cal fourth  quarter,  when  retailers  tj-pi- 
cally  rack  up  at  least  a  third  of  their 
annual  business.  The  calendar  should 
help  some  this  year,  because  Christmas 
falls  on  a  Monday — giving  retailers  a 
full  weekend  to  serve  last-minute  shop- 
pers. Value  Line  Inc.,  the  investment  ad- 
visorj'  firm,  sees  profits  of  publicly 
owned  retailers  increasing  about  10^^ 
per  share. 

That's  the  average,  but  the  outlook 
varies  by  region.  New  England  has  been 


in  a  recession  since  last  spring, 
■ause  of  a  severe  slowdown  amo 
.:s  computer  and  other  high-te 
■'.impanies.  Store  executives  s 
veyed  by  Touche  Ross  &  Co.  expe 
heavy  discounting  and  predict 
>ales  drop  of  5%  in  the  region. 
San  Francisco,  the  aftermath 
last  month's  earthquake  continu 
to  hurt  retailers.  "Sales  are  n 
where  we'd  like  them  to  be,"  sa 
John  A.  Goesling,  chief  financial 
ficer  of  Seattle-based  Nordstro 
Inc.,  which  has  nine  stores  in  t 
Bay  Area.  But  business  has  be 
strong  at  Nordstrom's  two  outle 
in  the  Washington  (D.  C.)  area 
STAR  POWER.  The  oil  patch  is  enjo; 
ing  a  renaissance  after  five  yeai 
in  the  dumps.  Even  though  it  w 
add  only  300  jobs  to  the  area,  E: 
xon  Corp.'s  decision  to  move  i 
Dallas  has  provided  a  big  psych 
logical  boost.  Texas-based  retailei 
such  as  J.  C.  Penney  &  Co.  a: 
Pier  1  Imports  Inc.  expect  a  robu; 
t  'hristmas.  "Anytime  you  have 
depressed  retail  market,  it  on 
lasts  so  long,''  says  Robert 
Miller,  vice-president  for  consum* 
product  merchandising  at  the  1; 
Radio  Shack  electronics  store 
owned  by  Fort  Worth-based  Tandy  Co 
"Eventually,  the  buy  bug  bites.' 

Many  retailers  are 
banking  on  celebrity 
tie-ins.  K  mart  Cor 
is  spending  SL8  mil- 
lion to  produce  and 
be  sole  sponsor  for  a 
holiday  TV  specia 
which  will  feature 
singer  Kenny  Rog- 
ers. It's  also  bank- 
rolling a  cable  spe-  j_:  ^ 
cial  starring  Martha  cj^^ 


POPART  • 


Stewart,  the  home 
entertaining  expert 
and  author.  Spiegel 
Inc.  hopes  llth-hour 
shoppers  will  turn 
to  its  new  catalog, 
Candice  Bergen 's  Jt2 


FOR  A 
POP  TART: 
THE  TRENDY 
MAJESTIC 
ELEaRIC  ART 
TOASTER.  $60 
AT  BLOOMIE'S 
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Minute  Holiday  Gift  Ideas. 
•  shoppers  who  don't  get  hints  from 
ice,  merchants  expect  shearling 
;s,  fanciful  sweaters,  and  dressy 
ery  to  continue  as  crowd  pleasers. 
e  toy  department,  consumers  are 
ly  snatching  up  Nintendo  Co.'s  por- 
Game  Boy  video  game  player.  The 
leld  unit  should  retail  for  about 
but  short  supplies  have  already 
ed  some  stores  to  ask  as  much  as 
Some  people  have  been  going  to 
lengths  for  Game  Boy:  Kenneth  A. 
e,  the  50-year-old  chairman  of  Day- 
udson  Corp.,  says  he  recently  got  a 
or  help  from  "the  guy  who  sat  in 
of  me  in  second  grade." 
ler  best-selling  toys  are  actually 
^^ers  from  last  year,  such  as  Micro 
ines  miniature  vehicles.  Barbie 
dolls,  and  Teenage 
H|  I— I  Mutant  Ninja  Tur- 
\  ties.  Sports  fans  and 
^1  1  stressed-out  execu- 
Hp  1  tives  might  enjoy  the 
T  \   $22.50  Ref-A-Ree 

doll  at  Blooming- 
dale's:  They  can  tear 
it  apart  limb  by  limb 
in  fits  of  anger. 

Discount  stores 
should  feature  some 
especially  good  bar- 
gains. When  Cam- 
peau's  and  Hooker's 
cash   troubles  led 
some  apparel  makers 
to  scale  back  ship- 
ments  during  the 
summer,  discounters 
swooped  in  for  val- 
ues. "We  were  able 
to  get  extra-special 
which  we  v/ill  pass  on  to  custom- 
says  Monroe  G.  Milstein,  chairman 
J  147-store  Burlington  Coat  Factory 
house  Corp. 

JSH.  Yet,  as  always,  the  best  deals 
ibly  will  come  during  those  final 
ic  days  before  Christmas.  "The  cus- 
-s  don't  believe  they  are  seeing  the 
price  today — even  if  they  are  being 
;hat's  the  case,"  says  Mark  A.  Co- 
chairman  and  chief  executive  of  the 
)eau-owned  Lazarus  department 
chain  in  the  Midwest, 
a  don't  have  to  tell  that  to  Barbara 
aney,  a  Boston  paralegal.  During  a 
t  lunch  break,  she  cruised  through 
lene's  department  store,  scouting 
for  her  mother.  Yet  she's  in  no 
to  buy.  "I've  already  seen  a  lot 
sales  this  fall,"  says  McElaney, 
I'm  waiting  for  the  next  one."  K 
?h  shoppers  feel  the  same  way, 
'  retailers  may  end  up  nursing 
overs  come  New  Year's  Day. 
By  Briati  Brenmer  in  Chicago,  with 
Dunkin  in  New  York,  Jim  Bartimo  in 
s,  and  bureau  reports 
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SLOGNE:  A 
OUKCE 
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COMPUTERS  I 


GETTING  IT  TOGETHER:  THE  3390  COULD  GIVE  BIG  BLUE  $2  BILLION  IN  NEW  REVENUES  NEXT  YEAR 


BACK  IN  THE  DRIVER'S  SEAT 
IN  DISK  DRIVES 


IBM's  small  but  superfast  3390  should  leave  rivals  behind 


Imagine  flying  a  Boeing  747  at  500 
mph  just  inches  off  the  ground. 
That's  an  analogy  IBM  uses  to  de- 
scribe the  microscopic  tolerances  re- 
quired in  computer  disk  drives.  Tiny  re- 
cording heads  fly  in  a  film  of  air  that's 
swept  along  with  the  fast-spinning,  rust- 
colored  magnetic  surface  of  the  drive's 
metal  platter.  If  something's  out  of 
whack,  the  head  may  scrape  that  sur- 
face enough  to  get  gummy  with  what 
IBM  engineers  describe  as  a  "gooey, 
sticky  substance"  that  eventually  con- 
geals into  a  "little  stalactite."  And,  as 
IBM  lately  has  come  to  know  only  too 
well,  from  little  stalactites  can  grow  bil- 
lion-dollar problems. 

Last  summer,  IBM  discovered  just  such 
formations  in  a  disk  drive  they  had  been 
testing  in  preparation  for  an  August  de- 
but. Having  seen  their  last  big  disk  drive 
crippled  by  bearings  that  went  wobbly 
on  too  many  customers,  they  postponed 
the  new  product  indefinitely  to  ensure 
its  quality.  Best  guesses  of  outsiders 
were  that  the  new  drive  wouldn't  appear 
before  1990 — sending  IBM's  stock  reel- 
ing. Mainframe  disk  drives  contribute 
some  10%  of  Big  Blue's  revenues  and 
even  more  of  its  profit.  Customers  scur- 
ried to  other  suppliers,  which  already 
were  gaining  on  IBM. 

But  now,  IBM  says  that  its  new  3390 
disk  drive,  the  most  capacious  ever,  will 
begin  making  its  way  to  customers  be- 
ginning Dec.  1.  Big  Blue  plans  full-vol- 


ume manufacturing  by  mid-1990.  And 
while  that  news  hasn't  helped  the  stock 
much,  IBM  has  immediately  gained  a  big 
lead  over  its  two  main  rivals  in  disks, 
Amdahl  Corp.  and  Hitachi  Data  Sys- 
tems. "They've  leapfrogged  the  indus- 
try," concedes  Alfred  Richard,  Amdahl's 
manager  of  storage  systems  marketing. 

The  3390  can  store  three  times  more 
data  per  square  foot  of  floor  space  than 
previous  IBM  models.  That  can  mean  sub- 
stantial savings  for  customers  with  data 
centers  in  expensive  locations,  such  as 
Manhattan.  "Space  has  been  a  problem," 
says  Chemical  Bank's  James  Mayer,  a 
senior  vice-president.  "This  puts  IBM 
back  in  the  competition."  And  because 
the  3390  can  retrieve  data  faster,  it 
should  boost  performance  in  big  systems 
that  serve  automated  teller  machines, 
for  instance. 

SHARE  BOOST.  Disk/Trend  Inc.,  a  market 
researcher,  estimates  that  the  3390  will 
boost  IBM's  large  disk-drive  revenues 
from  about  $4  billion  this  year  to  $5.9 
billion  next  year  and  $9.2  billion  by  1992. 
Profits  from  the  product,  ex-lBMers  say, 
will  grow  even  faster,  because  Big 
Blue's  production  costs  fall  faster  than 
its  prices:  "Disks  are  the  last  cash  cow 
IBM  has,"  says  James  B.  Preston,  now 
president  of  Masstor  Systems  Corp.,  a 
maker  of  computer  peripherals  in  New 
York.  Wall  Street  analysts  expect  that 
the  3390  could  help  IBM  earn  about 
$10.50  a  share  next  year,  up  from  the 
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$9.30  or  so  they  see  it  posting  in  1989. 

Cash  cow  or  no,  IBM  lately  has  faced 
stiff  competition  in  disk  drives.  Japanese 
manufacturers  Fujitsu  Ltd.  and  Hitachi 
Ltd.,  its  main  rivals,  offer  drives  that 
outperform  Big  Blue's  in  reliability,  size, 
and  price.  IBM  has  responded  simply  by 
twice  improving  a  drive  from  1981,  the 
3380.  Demand  for  drives  of  that  type  has 
been  so  strong  that  Hitachi  Data  has 
had  to  renegotiate  supply  contracts  with 
Hitachi  Ltd.  in  Japan. 
SPRINTING  AHEAD.  But  with  the  3390,  IBM 
may  gain  a  lead  of  12  to  18  months. 
That's  how  long  it  usually  takes  compet- 
itors to  match  an  all-new  IBM  product. 
Amdahl  and  Hitachi  Data  may  just  re- 


price their  current  drives,  which  remain 
fairly  competitive.  Meanwhile,  though, 
IBM  is  hawking  the  3390  to  other  comput- 
er makers.  Dale  Pilgeram,  vice-president 
for  development  at  IBM's  General  Prod- 
ucts division,  confirms  that  IBM  has 
signed  such  contracts,  though  he  won't 
say  with  whom.  It  already  supplies  Sie- 
mens and  Honeywell  Inc.  with  disk 
drives  for  resale  to  their  customers. 

IBM  will  need  to  stay  a  few  technologi- 
cal steps  ahead  of  competitors  to  keep 
its  prices  up.  Then,  once  they  catch  up, 
IBM's  costs  will  be  largely  covered,  and 
it  can  cut  prices.  With  the  3390,  Big  Blue 
has  stolen  the  march. 

By  John  W.  Verity  In  New  York 


RESEARCH  I 


WILL  THE  WHITE  HOUSE 
TORPEDO  AMERICA  INC.? 


It  may  kill  aid  to  projects  such  as  Sematech  and  HDTV 


uring  the  Reagan  years,  coopera- 
tion among  U.  S.  companies 
looked  like  a  potent  weapon 
against  foreign  competition.  Antitrust 
barriers  were  relaxed  so  companies 
could  collaborate  in  research,  and  then 
Washington  went  further  to  help  set  up 
and  fund  Sematech,  a  consortium  de- 
signed to  boost  the  U.  S.  back  into  world 
leadership  in  chipmaking.  The  Bush  Ad- 
ministration added  high-definition  televi- 
sion displays  to  the  critical  technologies 
deserving  support. 

But  now,  an  intense 
struggle  has  developed 
within  the  Administration 
over  the  future  of  fund- 
ing for  Sematech  and 
other  Pentagon  projects 
with  potential  commercial 
spinoffs.  Officials  at  the 
Defense  and  Commerce 
departments  are  fighting 
the  change  of  heart.  But 
sources  say  senior  White 
House  aides  are  deter- 
mined to  kill  several  pro- 
grams. "The  edict  has  al- 
ready gone  down  for  the 
cuts,"  says  a  worried  Ad- 
ministration official. 

Unless  Congress  re- 
stores the  funds,  Sema- 
tech will  be  hit  the  hard- 
est. It  gets  $100  million  a 
year,  or  half  of  its  bud- 
get, from  the  Penta;;on. 
Ironically,  the  rumored 
cuts  come  at  a  time  when 
Sematech  has  just  been 


given  a  vote  of  confidence  by  the  Gener- 
al Accounting  Office.  A  GAO  study  re- 
leased on  Nov.  5  lauded  the  consortium, 
which  is  headed  by  semiconductor  indus- 
try pioneer  Robert  N.  Noyce,  for  making 
substantial  progress  in  developing  ad- 
vanced systems  to  make  the  next  gener- 
ation of  chips.  The  GAO  also  stressed 
that  Sematech  shows  that  government- 
industry  collaborations  can  work. 

Office  of  Management  &  Budget  offi- 
cials say  they  don't  have  the  power  to 


SEMATECH'S  NOYCE:  A  GAO  STUDY  SAYS  THE  CONSORTIUM  HAS  MADE  PROGRESS 


cut  off  funding  for  Sematech — and  d  r 
that  any  such  decision  has  been  mit 
But  they  acknowledge  that  Budget  ii 
rector  Richard  G.  Darman  opposes  s  ■! 
programs.  The  0MB  chief  and  Michae.J 
Boskin,  chairman  of  the  Council  of  lo 
nomic  Advisers,  have  pressed  for  a  lit 
in  defense  programs  with  potential  dn 
mercial  spin-offs  because  they  raise  le 
specter  of  an  "industrial  policy."  S:i\  ■ 
senior  OMB  aide:  "We  just  don't  lu'ii 
in  picking  specific  winners  and  loser: 
ENDANGERED  PROGRAMS.  But  busili 
leaders,  lawmakers,  and  some  Admi  v 
tration  insiders  worry  that  withdraw}.£ 
federal  support  could  have  a  devastati. 
effect  on  U.  S.  industrial  competitiven; 
and  budding  consortiums  such  as  Lt 
Memories  Inc.,  which  plans  to  manu:^ 
ture  computer  chips.  "The  landscape, 
littered  with  the  dead  bodies  of  oit 
great  American  companies  and  once-}x 
prietary  American  technologies,"  si- 
Mitchell  E.  Kertzman,  chairman  of 
American  Electronics  Assn.  "How  h 
does  the  body  count  have  to  get?" 

Sematech  isn't  the  only  endange 
program.  OMB  also  wants  to  ax 
planned  $10  million  a  year  for  high-dt! 
nition  video  displays.  The  Defense 
vanced   Research   Projects  Age 
(DARPA)  just  doled  out  the  first  gran 
totaling  several  million  dollars — to  o 
panies  developing  the  displays. 

To  deflect  criticism  that  the  Pentai 
agency  is  practicing  industrial  pol 
DARPA  Director  Craig  I.  Fields  ins 
that  the  contracts  are  for  developing  i 
itary  systems.  "I'm  delighted  when 
plays  get  into  commercial  products," 
said  at  a  recent  Natio 
Academy  of  Scien 
meeting.  "But  we're 
building  TVs  or  mic 
wave  ovens." 

Administration  cri1 
think  it  is  wrong  for 
White  House  to  turn 
back  on  industry  in 
suit  of  a  free-market 
al.  "What  people  in 
Administration  have 
seen  is  that  the  U.  S.  ' 
an  industrial  polio 
says  Representative  I 
Ritter  (R-Pa.).  "It  is  s 
ply  a  witless  one.' 

Congress  will  proba 
try  to  restore  any  c\ 
But  the  Administration 
posture  will  only  inteii- 
fy  the  heated  debate  oSr 
the  government's  roleB. 
boosting  U.  S.  industftltj; 
competitiveness.  wii 
By  John  Carey  in  WAti 
ington,  with  Otis  Portm 
New  York 
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RAGED  BUYOUTS 


lASEWAY  MAY  SET  A  STANDARD 
)R  AILING  LBOs 


^ants  to  restructure  by  offering  senior  bondholders  control 


LING  GM  CARS:  PROBLEMS  AT  THE  AUTO  MAKER  HELPED  DRAG  LEASEWAY'S  BUSINESS  DOWN 


^  s  leveraged  buyouts  go,  the  $600 
^  million  deal  in  1987  for  Leaseway 
^Transportation  Corp.,  a  hauler  of 
and  other  goods,  was  small  pota- 
;.  But  today,  Cleveland-based 
5eway,  which  generates  sales  of  $1.2 
)n,  is  shaping  up  as  a  textbook  case 
/hat  can  go  wrong  in  a  richly  priced 
saction  paid  for  mostly  with  bor- 
ed money.  And  Leaseway  is  hoping 
void  a  still-worse  plight  by  seeking 
t's  touted  as  the  best  treatment  go- 
for  ailing  deals. 

saseway's  main  owners — Citicorp 
ture  Capital  Ltd.,  Drexel  Burnham 
ibert  Inc.,  and  Leaseway  manag- 
-want  the  sort  of  reorganization 
's  usually  accomplished  in  bankrupt- 
court,  but  without  the  hassles  of 
pter  11.  The  company  has  $193  mil- 
in  senior  debt  trading  at  20$  to  30$ 
:he  dollar.  It  wants  holders  of  these 
is  to  trade  in  their  old  paper  for 
jntures  with  a  reduced  face  amount 
lower  cash  interest.  As  for  the  twen- 
lank  creditors — led  by  Bank  of  Bos- 
Corp.— that  together  hold  $239  mil- 
of  Leaseway  debt,  they  would  be 
1  back  in  full  under  Leaseway's  plan. 
I  TWIST.  More  and  more,  LBOs  are 
ng  such  out-of-court  restructurings. 
Leaseway  is  adding  a  twist  to  the 
;eedings  by  offering  senior  bondhold- 
a  majority  equity  interest.  Outsiders 
that  handing  over  control  so  fast  is 
sual:  Holders  of  troubled  bonds  usu- 


ally have  to  haggle  with  a  company  be- 
fore getting  so  much  of  the  stock. 

Leaseway  hopes  its  offer  will  get  the 
restructuring  over  so  it  can  get  back  to 
business.  If  it  works,  its  upfront  pledge 
of  controlling  equity  could  become  a 
model.  "It's  surely  something  that  can 
be  used  as  a  reference  point  for  other 
bondholders  [in  other  restructurings]  to 
argue  for,"  says  Dirk  M.  Van  Doren,  an 
analyst  at  McCarthy,  Crisanti  &  Maffei 
Inc.,  a  firm  specializing  in  junk  debt. 

Leaseway's  woes  began  when  it  went 
private  after  a  proxy  fight  between  man- 
agement and  the  founding  family.  To 
current  Chairman  Richard  A.  Damsel, 
the  $600  million  price  seemed  reason- 
able. What  managers  and  investors 
didn't  figure  on  were  problems  at  Gener- 
al Motors  Corp.  and  Sears,  Roebuck  & 
Co.,  which  together  accounted  last  year 
for  half  of  Leaseway's  business.  Within 
a  week  of  the  deal's  conclusion  in  June, 
1987,  GM  announced  it  would  reduce  pro- 
duction to  work  off  inventory.  That  deci- 
sion cut  deeply  into  Leaseway's  auto- 


Leaseway  borrowed  big  to 
finance  a  cyclical  business. 
Now,  it's  trying  to  reorganize 
outside  of  bankruptcy  court 


hauling.  "Immediately  out  of  the  chute, 
we  end  up  not  being  able  to  meet  our 
projections,"  says  Damsel.  In  hindsight, 
Damsel  admits  the  price  was  too  high. 

Soon,  Leaseway  had  to  renegotiate  its 
loan  covenants  with  the  banks.  Damsel 
argues  that  the  renegotiation  unfairly 
tarnished  Leaseway,  making  it  tough  to 
lure  new  business.  But  Leaseway  paid 
its  interest  on  time,  as  well  as  some 
debt,  in  part  by  slashing  spending  and 
selling  off  some  smaller  businesses. 

Still,  the  original  idea  was  to  grow, 
not  shrink.  Instead,  operating  income 
was  only  $12  million,  on  revenues  of 
$552  miflion  for  the  first  half  of  1989, 
compared  with  $13  million  last  year  on 
$616  million  in  revenues.  And  a  planned 
sale  of  the  non-GM  part  of  the  car-haul- 
ing business  has  not  come  through. 
'LENDERS'  FATIGUE.'  Leaseway  is  now 
suffering  from  a  case  of  what  Damsel 
calls  "lenders'  fatigue."  Its  banks  won't 
extend  a  revolving  credit  line  past  year- 
end  without  a  restructuring  of  the  junk 
debt.  If  bondholders  don't  cooperate,  the 
banks  will  turn  the  revolving  line,  which 
came  to  $123  million  in  June,  into  a  four- 
year  term  loan.  Then  Leaseway  would 
have  to  pay  off  the  loan  at  a  rate  of  $7.7 
million  a  quarter  starting  next  year. 

Paying  off  more  debt  is  the  last  thing 
Leaseway  wants.  It  has  already  prepaid 
its  bank  debt  through  the  first  quarter 
of  1990.  But  if  the  senior  junk  debt  isn't 
restructured,  in  1990  it  would  still  face 
interest  costs  of  $50  million,  previously 
scheduled  term-loan  payments  of  $31 
million,  and  minimal  capital  spending  of 
$35  million.  To  meet  all  those  obligations 
from  cash  flow,  the  company  would  need 
operating  earnings  of  $46  million,  plus 
the  $70  million  in  depreciation  it  should 
generate.  It  has  not  produced  such  earn- 
ings since  the  LBO,  and  next  year  its  big 
markets  are  headed  down,  not  up. 

To  make  things  dicier,  Leaseway  says 
that  without  letters  of  credit  from  its 
banks  and  an  extension  of  its  senior 
credit  facility  to  go  with  them,  it  cannot 
replace  a  liability  policy  for  its  trucks 
that  expires  on  Jan.  1.  Without  insur- 
ance, Leaseway's  fleet  can't  operate. 

This  is  the  sort  of  gloomy  scenario 
that  Leaseway  is  counting  on  to  whip 
senior  bondholders  into  line.  The  carrot 
is  a  new  loan  that  Damsel  says  a  money- 
center  bank  is  ready  to  put  together  if 
bondholders  cooperate.  But  a  speedy  so- 
lution needs  everyone's  aid,  and  there's 
plenty  for  disgruntled  creditors  to  argue 
over.  "There  are  too  many  moving 
parts,"  says  a  pessimistic  James  P.  Hef- 
fernan  of  Whitman  Heffernan  Rhein  & 
Co.,  which  invests  in  troubled  bonds.  The 
moral?  All  this  creative  financing 
wouldn't  be  needed  if  Leaseway's  buy- 
ers had  thought  twice  about  borrowing 
so  much  to  pay  for  a  cyclical  business. 

By  Zachary  Schiller  in  Cleveland 


BUSINESS  WEEK/NOVEMBER  27,  1989  81 


PUBLISHING 


CAN  THE  CHICAGO  SUN-TIMES 
REVERSE  ITS  SLIDE? 


If  its  circulation  dips  below  500,000,  its  loans  will  go  into  default 


For  years,  the  Chicago  Sun-Times 
has  waged  a  scrappy  fight  against 
the  Chicago  Tribune.  Using 
splashy  local  investigative  stories  and 
detailed  sports  coverage  as  its  weapons, 
the  Sun-Times  stood  its  ground  against 
its  rich  rival  by  catering  largely  to  the 
city's  blue-collar  readership.  But  it  has 
had  a  hard  time  withstanding  a  recent 
series  of  jolts — including  a  three-month 
delay  in  naming  a  new  editor,  problems 
with  its  distribution  system,  a  price  hike, 


year-ago  period.  By  contrast,  the  circula- 
tion of  the  Chicago  Tribune  rose  slight- 
ly, to  720,155. 

When  readers  bail  out,  advertisers  are 
sure  to  follow.  Says  John  Beachum,  di- 
rector of  promotion  and  publicity  for 
P.  A.  Bergner  &  Co.,  the  owner  of  Car- 
son Pirie  Scott  &  Co.,  a  major  Chicago 
department  store:  "We  are  more  confi- 
dent that  our  core  customer  is  going  to 
see  our  ad  in  the  Tribune  than  in  the 
Sun-Times." 


1     i  I 


THE  SECOND  CITY'S  SECOND  PAPER:  COUNTING  ON  A  NEW  EDITOR  AND  SUBURBAN  ACQUISITIONS 


and  severe  cutbacks  in  the  paper's  pro- 
motional budget. 

The  paper's  woes  are  hardly  new. 
Since  1985,  the  Sun-Times  has  lost  more 
than  100,000  readers,  with  weekday  cir- 
culation dropping  to  535,864  (chart).  As  a 
result,  its  share  of  advertising  linage 
has  dwindled,  leading  to  less-than-antici- 
pated  revenues.  But  the  sprightly  daily's 
worst  problem  could  be  an  obscure  pro- 
vision in  it.s  agreement  with  its  lenders: 
If  the  paper'.-:  circulation  drops  below 
500,000,  the  ic  '^-i  :<-s  can  declare  the 
loans  in  default  :      ^'all  them  in. 

That's  not  such  ,  >i:,stant  possibility. 
For  the  period  ended  Sej/ .  :?0,  the  Audit 
Bureau  of  Circulation,  an  industry  group 
that  measures  newspaper  an  i  magazine 
readership,  reported  that  the  Sun- 
Times'  circulation  fell  7.5%  from  the 


If  the  Sun-Times'  circulation  keeps 
falling  at  its  present  rate,  it  will  sink 
below  500,000  early  next  year.  Should 
that  happen,  says  Hylton  M.  Philipson, 
an  investment  banker  at  Henry  Ans- 
bacher  Inc.,  the  lenders  could  forgive 
the  default  or  encourage  a  change  in  its 
management  or  owner- 
ship. Philipson  believes 
they  won't  be  in  a  for- 
giving mood.  "The 
banks  at  that  point 
would  probably  have 
their  amber  lights  flash- 
ing," he  says. 
NO  JITTERS.  The  lenders 
put  up  most  of  the  $145 
million  purchase  price 
when  a  management 
group  led  by  leveraged 
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DARKER  NUMBERS 
AT  THE  5UN  TIME5 


SIX-MONTH  AVERAGES 

J  I  I  I  I  I  I  L 


3/31/85 
A  HUNDREDS  OF  THOUSANDS 

DATA:  AUDIT  BUSfAU  OF  CIRCUUTIOH 


buyout  specialists  Adler  &  Shayl'ti 
bought  the  paper  from  Australian  mea 
mogul  Rupert  Murdoch  in  1986.  For  le 
moment,  they're  not  saying  much.  Bt, 
says  Todd  J.  Slotkin,  division  executle 
for  Citicorp  Leveraged  Capital  Div.,  'e 
senior  debt  holder,  "we  continue  to  s> 
port  the  company."  He  declines  cat- 
ment  on  the  Sun-Times'  downw£|d 
trend  in  circulation  and  ad  linage. 

For  his  part,  Sam  S.  Mc  Keel,  S ; 
Times  Co.'s  new  president  and  chief  ; 
ecutive  officer,  professes  not  to  be  w 
ried.  He  says  the  company  underwent, 
full-blown  review  from  its  bankers  ab< 
a  month  ago.  "If  they  were  nervous,";! 
says,  "I  didn't  detect  it." 

McKeel  vows  that  he  won't  let  circi  - 
tion  drop  any  further,  but  concec 
there's  no  "specific  plan  yet"  to  reve:- 
the  slide.  The  35-year  veteran  of  Knig. 
Ridder  Inc.,  who  joined  the  Sun-Tin^ 
as  its  top  executive  in  June,  has  b' 
preoccupied  with  assembling  a  new  m; 
agement  team.  On  Nov.  14,  he  filleca 
key  post  by  naming  Dennis  A.  Britton: 
the  top  editorial  job.  Britton,  a  forn 
deputy  managing  editor  of  the  Los  .-i- , . 
geles  Times,  becomes  the  seventh  Si 
Tiynes  editor  in  five  years. 
TIMELY  PAYMENTS.  Leonard  P.  Shay 
Adler  &  Shaykin's  managing  partn 
concedes  that  the  Sun-Times'  (i\T(tx\\2L 
was  hurt  by  the  marketing  and  pror 
tion  cutback.  But  he  maintains  it  has 
kept  the  privately  held  company,  wh 
doesn't  disclose  financial  informati 
from  making  timely  payments  on 
debt.  "The  newspaper  today  is  mak 
more  money  than  at  any  time  in  its  \ 
torj-,"  he  says.  And  Sun-Times  Co.'s  p 
chase  of  two  suburban  paper  chains 
a  mail-order  business  have  helped  sh( 
up  its  earnings.  "The  banks  are  n 
lending  to  a  com.pany  that  does  not  h; 
only  one  earnings  stream,"  he  says. 

As  to  the  circulation  provision  in 
company's  loan,  Shaykin  shrugs  off  £ 
concerns.  "We  don't  run  any  of  our  cc 
panies  by  covenants,"  he  says.  "We  i 
them  to  build  long-term  strategic  valu 
But  others,  including  media  analyst  Jc 
Morton,  note  that  the  paper's  declin: 
circulation  and  ad  linage  bode  ill  for 
long-term  prospects.  "The  7.5%  decl 
in  circulation  was  a 
blow,"  he  says.  "Of  ■ 
remaining  major  pap 
in  two-newspaper  m 
kets,  the  Sun-Times 
one  of  the  weakest 
regard  to  its  compi 
tor."  The  Second  Cit 
second  paper  has  ne 
looked  like  more  of 
underdog. 

By  Julia  Flynn  Siler 
Chicago 
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ITIVE  SUITE 


rS  'R'  US:  LITTLE  TIKES  ONCE  FAVORED  SUCH  FULL-LINE  RETAILERS  OVER  DISCOUNTERS 


MY  LITTLE  TIKES'  MANAGERS 
CKED  UP  THEIR  TOYS  AND  LEFT 


nt  Rubbermaid  is  tinkering  with  a  winning  marketing  strategy 


was  no  surprise  when  John  F.  No- 
n  tendered  his  resignation  to  Rub- 
;rmaid  Inc.  on  Nov.  7.  For  much  of 
ireer,  Nolan,  marketing  and  sales 
iresident  at  the  company's  toymak- 
ivision,  Little  Tikes  Co.,  had  played 
hand  man  to  its  founder,  Thomas 
irdough.  With  their  unique  style  of 
eting,  the  two  carved  out  a  cozy — 
highly  profitable — niche  in  the 
i-and-tumble  $8.5  billion  U.  S.  toy 
try.  When  Murdough  bailed  out  in 
mber,  it  was  clear  that  Nolan 
i  be  following  close  behind, 
jether,  Nolan  and  Murdough 
Little  Tikes  a  consistent  win- 
both  before  and  after  Rubber- 
acquired  it  for  $56  million  worth 
5ck  in  1984.  On  the  strength  of 
isic  line  of  sturdy  plastic  play- 
s,  the  Hudson  (Ohio)  toymaker's 
sales  should  come  in  at  $250 
•n,  five  times  higher  than  its  pre- 
iit  level,  generating  28%  of  Rub- 
aid's  profits  (table). 
FUL  RATIONIKG.  You  might  fig- 
hat  Rubbermaid  wouldn't  tinker 
a  winning  formula.  But  Mur- 
h  and  Nolan  would  say  otherwise. 
)ehind  their  departures  lies  a  sharp 
reement  with  the  parent  company 
sales  and  marketing  philosophy, 
der  Murdough  and  Nolan,  Little 
i  had  carefully  rationed  the  amount 
oduct  sold  through  mass  discount- 


ers, cultivating  instead  independent  toy 
stores  and  toy  supermarkets  like  Toys 
'R'  Us.  Murdough  "had  a  good  under- 
standing of  how  not  to  go  to  market," 
says  one  retailing  executive.  "He  was 
very  careful  not  to  flood  the  market 
with  merchandise." 

That  approach  runs  counter  to  Rub- 
bermaid's  own:  Discounters  are  the 
linchpin  of  the  parent  company's  "be  ev- 
erywhere" approach  in  housewares  prod- 
ucts. The  idea  that  Little  Tikes  would  be 
forced  into  a  similar  strategy  is  un- 


LITTLE  TIKES,  BIG  PROFITS 


Sales 

Net  earnings 

1983" 

Millions  % 

of  total 

Millions 

%  of  total 

RUBBERMAID 

$511.7 

92% 

$41.8 

91% 

LiniE  TIKES** 

42.9 

8 

4.0 

9 

1989" 

RUBBERMAID 

$1,300.0 

81 

$115.0 

72 

LiniE  TIKES 

250.0 

19 

32.6 

28 

*Pro  forma  (Rubbermaid  bought  Little  Tikes  in  1984)  **Estimates 
DATA,  BW 


founded,  says  Rubbermaid  Chairman 
Stanley  C.  Gault.  Still,  sources  close  to 
the  company  say  Little  Tikes  has  al- 
ready begun  stepping  up  production, 
shipping  more  toys  and  raising  the  risk 
of  market  saturation. 
The  problem  for  Murdough  was  that 


accommodating  discounters  meant  deal- 
ing a  direct  blow  to  the  full-price  retail- 
ers, the  very  constituency  that  he  and 
Nolan  had  spent  years  pampering  and 
protecting.  Discounters,  says  Murdough, 
shun  the  company's  full  line  of  toys,  pre- 
ferring instead  to  "cherry-pick"  Little 
Tikes'  hottest  offerings  and  mark  them 
way  down.  That  price  competition  de- 
stroys the  margin  opportunities  for  oth- 
er retailers. 

NEW  PHILOSOPHY.  Murdough  learned 
that  lesson  from  experience.  In  the  mid- 
1970s,  he  agreed  to  sell  to  K  mart,  only 
to  cancel  the  agreement  after  the  dis- 
count chain  sold  just  a  narrow  range  of 
toys  at  rock-bottom  prices.  In  1985,  un- 
der what  Murdough  and  others  say  was 
pressure  from  Rubbermaid,  Little  Tikes 
resumed  sales  to  K  mart,  which  again 
didn't  stock  or  sell  the  toys  the  way 
Murdough  wanted.  Says  a  K  mart 
spokesman:  "Little  Tikes  had  asked  com- 
panies such  as  ourselves  to  carry  an  en- 
tire line  of  products."  But  because  of 
space  constraints,  the  spokesman  says, 
"we  just  couldn't  carry  an  entire  line." 

The  change  in  philosophy  and  person- 
nel at  Little  Tikes  has  full-line  retailers 
worried.  Take  Coronet  Juvenile,  a  chain 
of  children's  toy  and  furniture  stores 
serving  suburban  New  York.  Coronet 
devotes  57f  of  its  space  to  displaying 
Little  Tikes  toys.  In  return,  the  toy  com- 
pany lists  Coronet  and  its  other  full-line 
customers  in  a  national  catalog  of  dis- 
tributors that  is  sent  twice  a  year  to  the 
more  than  1  million  customers  on  Little 
Tikes'  mailing  list.  Murdough  and  Nolan 
"did  something  special  with  the  retail- 
ers," says  Wayne  Green,  president  of 
Coronet  Juvenile.  "With  these  two  men 
gone,  I'm  not  sure  if  that  will  continue." 

Murdough  and  Nolan  left  Little  Tikes 
only  as  a  last  resort.  Their  initial  plan 
was  to  remain  within  the  Rubbermaid 
fold  while  maintaining  their  operating 
autonomy.  To  that  end,  Murdough  tried 
to  persuade  Gault  to  spin  off  Little 
Tikes  as  a  separate  subsidiary,  with 
Rubbermaid  retaining  a  majority  in- 
terest. But  Gault  said  no  go.  "We 
would  be  no  more  interested  in  di- 
vesting Little  Tikes  than  we  would 
our  housewares  or  specialty-products 
divisions,"  Gault  says. 

Gault's  priority  now  is  to  find  re- 
placements for  the  men  who  made 
Little  Tikes  into  a  solid  performer  in 
an  industry  littered  with  casualties 
such  as  Coleco  Industries  and  Worlds 
of  Wonder.  In  the  meantime,  says 
Gault,  "we  don't  have  any  plans  to 
change  the  distribution  program  that 
Little  Tikes  uses  today."  But  that  pro- 
gram had  already  changed  too  much  to 
suit  Nolan  and  Murdough,  who  wonder 
why  Rubbermaid  wants  to  fix  something 
that  isn't  broken. 

By  Mayia  Mai  lory  in  Hudson,  Ohio 
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SPORTS  BUSINESS  I 


THE  NFL'S  UNION  COULD  WIN 
BY  COMMITTING  SUICIDE 


It's  trying  a  novel  legal  ploy:  Gaining  free  agency  by  disbanding 


Gene  Upshaw  was  in  an  upbeat 
mood.  The  head  of  the  football 
players'  union  was  schmoozing 
at  the  AFL-CIO's  biennial  convention  in 
Washington,  D.  C,  telling  other  union 
leaders  why  he's  taking  what  seems  to 
be  a  crazy  course:  decertifying  his  own 
union.  As  Upshaw  starts  to  move  away, 
he  quips:  "I've  got  a  union  to  break." 

No,  the  giant  former  Oakland  Raiders 
lineman  hasn't  taken  leave  of  his  senses. 
Nor  has  he  become  every  management's 
dream  of  a  pliable  union  leader.  Just  the 
opposite.  Forced  into  a  corner  by  a  court 
decision,  Upshaw  took  an  unprecedented 


VIKING  STUDWELL  OPPOSES  THE  UNION  MOVE 


step  when  he  voluntarily  surrendered 
the  National  Football  League  Players 
Assn.'s  right  to  bargain  for  its  members. 
The  move  is  actually  a  high-stakes  gam- 
ble in  the  union's  ongoing  battle  for  free 
agency.  Upshaw  hopes  that  the  partial 
disbanding  of  his  union  will  force  the 
courts  to  rule  in  favor  of  the  players' 
unfettered  right  to  sell  their  services  to 
the  highest-bidding  team. 
'ONLY  OPTION.'  If  Upshaw  wins,  unre- 
stricted free  agency  would  give  a  tre- 
mendous boost  to  players'  bargaining 
clout.  But  Upshaw  also  runs  a  great 
risk.  By  abandoning  the  Players  Assn.'s 
status  as  a  union,  he  may  wind  up  de- 


stroying his  union  in  fact  as  well  as 
name.  "We're  in  uncharted  territory," 
admits  Upshaw.  "But  decertifying  is  the 
only  option  we've  got." 

Upshaw  was  driven  to  this  extreme  by 
a  Nov.  1  ruling  handed  down  by  the 
Eighth  Circuit  U.  S.  Court  of  Appeals  in 
a  case  players  brought  against  the  Na- 
tional Football  League.  Clubs  long  have 
restricted  players'  rights  to  move  to  dif- 
ferent teams.  A  previous  court  ruling 
held  that  such  a  policy  could  constitute 
an  antitrust  violation  unless  the  union 
voluntarily  agreed  to  it — which  it  did  in 
contracts  it  signed  restricting  free  agen- 
cy. But  when  the  last  pact  expired  in 
1987,  the  players  demanded  full  free 
agency.  The  clubs  said  no,  and  the  union 
struck — only  to  cave  in.  The  clubs  then 
unilaterally  imposed  the  old  rules. 

So  the  union  took  its  battle  to  court.  It 
argued  that  since  it  no  longer  acquiesced 
to  the  rules  restricting  free  agency,  the 
league  was  violating  antitrust  law  by 
continuing  them.  A  district  court  agreed, 
saying  that  a  trial  should  be  held  on  the 
specific  question  of  whether  the  league's 
restrictions  did  in  fact  break  antitrust 
law.  But  the  appeals  court  struck  down 
the  ruling. 

NO  GUIDELINES.  The  problem  before  the 
three  appellate  judges  was  a  knotty  one. 
Nearly  everyone  agrees  that  only  the 
union's  acquiescence  shields  the  league 
from  antitrust  laws.  But  when  does  the 
league's  exemption  run  out?  The  players 
say  as  soon  as  their  old  contract  expired, 
the  shield  fell.  But  the  owners  rightly 
point  out  that  the  union  wants  the  court 
to  give  players  what  they  couldn't 
achieve  through  a  strike.  They  argued 
that  the  union  was  merely  bargaining 
when  it  rejected  the  new  contract  the 
clubs  proposed.  The  underlying  relation- 
ship still  exists  between  union  and  man- 
agement, the  owners  said,  thus  protect- 
ing the  clubs. 

The  court  tried  to  split  the  difference. 
Two  judges  agreed  that  the  owners'  ex- 
emption eventually  will  run  out.  But 
they  also  said  it  hasn't  expired  yet.  And 
they  didn't  set  out  guidelines  for  decid- 
ing when  it  would.  Instead,  they  skirted 
the  issue,  as  the  third  judge  on  the  ap- 
pellate panel  made  clear.  "The  judges 
have  no  answer,"  says  William  B.  Gould, 
a  Stanford  University  labor  law  profes- 
sor whose  articles  were  cited  by  the  ma- 


jority. "The  court  has  got  to  realize  aat 
at  some  point,  enough  is  enough."  -j 

The  ruling  left  Upshaw  and  the  u  on 
in  a  pickle.  To  show  once  and  for  all  at 
players  no  longer  agree  to  the  cl  »s'  ■ 
restrictions,  Upshaw  decided  simpl  to 
end  the  union's  role  as  a  bargai  ig 
agent,  although  it  will  continue  to  co  ct 
dues  and  appeal  the  lawsuit.  To  c  ry 
out  the  threat,  he  has  begun  po  ig. 
members.  The  result:  an  all-or-not  ig 
poker  game.  Upshaw's  radical  sug  !s- 
tion  may  be  a  brilliant  legal  stratri' 
but  it  could  undermine  the  union  r 
members.  If  the  union  doesn't  bara 
for  players,  they'll  be  left  to  slug  itsut 
individually  with  their  clubs.  That  ^• 
pect  scares  third-stringers  and  oti; 
who  lack  the  clout  of  a  Joe  Montani 
Lawrence  Taylor.  Complains  Scott  Sj 
well,  a  Minnesota  Vikings  linebadt 
"It's  ludicrous  to  think  that  individi?; 
will  be  able  to  bargain  with  manager* 
as  opposed  to  a  solid  foundation  of  {ji 
ers  or  a  union." 


The  owners  are  hoping  that  plent 
players  share  that  sentiment.  To  b^ 
Ujjshaw's  bold  move,  the  clubs  n  J 
many  union  members  to  tell  him  to  k 
bargaining.  If  they  do,  the  league  lil  rtj 
can  persuade  the  court  that  a  basic  -i| 
bor-management  relationship  exists. 

But  Upshaw  may  carry  the  day  c 
players  see  how  legally  vulnerable 
owners  could  be  if  the  union  ceasec 
function.  Upshaw  may  sound  as  if 
off  his  rocker.  But  if  he  can  persuade 
members  to  stand  behind  him,  the  o 
ers  soon  may  be  pining  for  the  c 
when  they  had  a  union  to  protect  th 
By  Aaron  Bernstein  in  WashinCi 
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le 1990 Jaguar  XJ-S  Converti 
ace  In  The  Sun  That  Moves  Lf 


VTimble  and  powerful,  yet  emi- 
LN  nently  civilized,  the  1990  Jaguar 
XJ-S  Convertible  adds  the  sun,  the 
moon  and  the  wind  in  your  hair. 

On  the  open  road,  Jaguar's  leg- 
endary V-12  engine  moves  you 
effortlessly.  Through  twists  and 
turns,  the  sophisticated  independent 


suspension  system  provides  an  un- 
canny balance  of  smooth  ride  and 
"feel"  for  the  road. 

Soft  and  luxurious  leather  seats 
are  contoured  to  provide  support  dur- 
ing spirited  driving,  while  the 
warmth  of  burl  walnut  adds  refined 
elegance. 


But,  perhaps,  the  most  satisfying 
aspect  of  the  XJ-S  Convertible  is  the 
thrill  of  driving,  top  down,  in  a  mod- 
em classic.  We  invite  you  to  test  drive 
a  Jaguar  XJ-S  Convertible.  Call  1-800- 
4- JAGUAR  for  your  nearest  dealer. 

JAGUAR 


A         BLENDING         OF        ART        AND  MACHINE 


Thisisonefixthatwillbe 


veiy 


cdved. 


Barbara  Champr]ey 


MINOLTAFAX361 
•BUILT-IN  MEMORY 
•32  SHADES  OF  GRAY 
•BROADCAST  UP  TO  FIVE  PAGES 
•  DELAYED  TRANSMISSION 
•PASSWORD  CONTROL 
•POLLING 

•A/\AILBOX  TRANSMISSION 
•INCOMING  MESSAGE  STORAGE 
•WORLD  CLOCK 

•TELEPHONE/FACSIMILE  SWITCHING 
•UPTO 116  AUTO  DIAL  NUMBERS 
•PAPER  CUTTER 

•15-SECOND  TRANSMISSION  SPEED 
•AFFORDABLY  PRICED 


loda),  ihc  question  isn't  whether  you  need  a  fax.  Its  which  fax  you 
need.  The  Minoltakx  361  has  a  combination  of  features  that  make  it 
the  most  productive  choice  for  a  broad  range 
of  business  applications. 

Its  a  perfect  "first-time"  fax  for  busi- 
nesses unable  to  anticipate  their  needs. 
But  it  works  well  as  a  "trade-up"  fax  for 
businesses  whose  present  machines  are 
unable  to  meet  their  demands. 


You  see,  the  Minoltafax  361  delivers  more  features  than  any 
machine  in  its  price  range.  We're  talking  maximum  productivii 
here.  And  thats  one  thing  that  every  business  needs. 

If  you're  looking  for  capability  as  well  as  affordability  I  car. 
think  of  a  fax  you'd  be  happier  to  receive.  So  call  1-800-USA-Dl 
Ext.  777  for  the  Minolta  dealer  nearest  you. 


FACSIMILE 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOL" 


c  1989  Minolto  Corporation 


The  way  most  computers  are  used  is  an  insult 

to  their  intelligence. 


Your  brilliant  computer  may  be  dumber  than  you  think. 

The  sad  fact  is,  while  thousands  of  businesses  have  hooked  up  personal  computers  to  mainframes, 
the  majority  of  those  computers  are  used  as  "dumb  terminals,"  their  vast  potential  for  processing  left  untapped. 

At  MSA,  we  believe  personal  computers  were  meant  for  a  higher  purpose  than  being  dumb  terminals. 
They  were  meant  to  be  used  as  intelligent  workstations— computers  that  not  only  send  and  receive  data,  but 
manipulate  it  at  the  PC  level  as  well. 

And  that's  why  we're  proud  to  introduce  BrightView™  applications  software. 

BrightView  unleashes  the  potential  inherent  in  personal  computers,  enabling  them  to  perform  tasks 
previously  restricted  to  the  mainframe,  thus  allowing  your  staff  to  solve  numerous  problems  less  expensively. 

What's  more,  in  compliance  with  IBM's  new  graphic  standard  known  as  Common  User  Access, 
BrightView  gives  screens  a  "friendlier,"  more  consistent  look.  Which  means  not  only  is  the  efficiency  of  your 
computers  heightened,  but  that  of  the  people  who  use  them. 

So  whatever  your  software  applications  needs,  it  might  be  wise  to  call  Robert  ^S^g^g  S 
Carpenter  at  404-239-2000.  In  fact,  it's  really  the  only  intelligent  thing  to  do. 

The  Software  Company'^ 

©  1989  Management  Science  America,  Inc.  (MSA|  '  ' 

MSA— The  Software  Company  &  BrightView  ore  trademarks  of  Management  Science  America,  Inc 


EDITED  BY  HARRIS  COLLINGWOOD 

SINGING  THE  BLUES 
AT  SOUTHLAND 


►  Yet  another  leveraged 
buyout  is  in  trouble.  On  Nov. 
14,  Southland,  which  went  pri- 
vate in  a  $4.9  billion  LBO  in 
1987,  announced  it  could  face 
debt-servicing  trouble  in  1991. 
The  Dallas-based  operator  of 
7-Eleven  stores  says  it's 
studying  a  comprehensive  re- 
capitalization that  could  in- 
clude extending  maturities  on 
its  borrowings  or  reducing  in- 
terest payments.  Southland 
attributed  its  third-quarter 
$63.4  million  net  loss  partly  to 
$142  million  in  interest  costs. 

Southland  has  already  be- 
gun unloading  assets  to  meet 
cash  needs.  In  early  Novem- 
ber, it  said  it  would  sell  its 
507'  stake  in  Citgo  Petroleum 
for  $650  million.  The  company 
has  also  agreed  to  sell  its  58 
7-Eleven  stores  in  Hawaii  for 
$75  million.  But  those  deals 
should  ease  the  cash  crunch 
only  through  1990. 


FOR  THOSE  WHO  CRAVE 
A  LOW-END  CRAY 


►  For  years,  Cray  Research's 
sales  force  has  been  asking 
for  a  less  powerful  supercom- 
puter that  would  appeal  to 
customers  not  ready  to  spend 
multimillions  for  the  fastest 
machines  on  earth.  On  Nov. 
14,  CEO  John  Rollwagen  ac- 
knowledged that  a  low-end 
Cray  will  be  unveiled  in  the 
first  half  of  1990.  Cray  is 
counting  on  the  machine  to 
lure  many  of  the  supercom- 
puting  neophytes  now  snap- 
ping up  so-called  minisupers 
from  companies  such  as  Con- 
vex Computer. 


SEARS  IS  JUMPING 
OFF  ITS  TOWER 


►  Sears  Roebuck  is  cashing 
out  most  of  lis  equity  in  the 
110-story  tower  that  bears  its 
name.  On  Nov.  15,  a  partner- 
ship managed  by  Aldrich, 
Eastman  &  Waltch,  a  Boston 
investment  firm,  agreed  to 


lead  a  mortgage  refinancing 
of  the  tower  and  related  prop- 
erties. The  deal  should  net  the 
retailer  a  cool  $815  million. 

Sears  will  still  own  and 
manage  the  world's  largest 
skyscraper,  though  Aldrich 
has  an  option  to  buy  it  in  15 
years.  About  a  year  ago. 
Sears  announced  plans  to  sell 
the  tower,  which  analysts  fig- 
ured would  fetch  $1  billion. 
But  potential  buyers  balked 
at  footing  the  bill  for  an  ex- 
pected property  tax  reassess- 
ment due  after  the  sale. 


A  THRIFT  UNLOADS 
ITS  ARTWORK— FAST 


►  David  Paul,  chairman  of 
CenTrust  Savings  Bank,  at- 
tracted attention  last  spring 
with  the  thrift's  $29  million 
art  collection.  The  Florida 
comptroller  in  March  ordered 
the  works  sold  within  30  days, 
but  then  extended  the  dead- 
line to  Oct.  6.  By  that  date, 
three  paintings  had  been  sold 
for  $1.8  million,  and  regula- 
tors agreed  to  wait  a  little 
longer.  But  on  Nov.  8,  the 
comptroller  told  Paul  to  turn 
over  the  paintings  to  a  state- 
approved  third  party  until 
they  were  sold. 

Instead,  within  hours  of  the 
order,  CenTrust  unloaded  the 
bulk  of  the  paintings  for  $20 
million,  leaving  just  a  few  un- 
sold pieces.  Now,  the  comp- 
troller wants  to  know  details 
of  the  sale.  CenTrust  may 
also  have  to  explain  its  pur- 


THE  TRENDIEST  TREE  IN  TEXAS 


Trendy  food  mavens  on  both 
coasts  can  hardly  fire  up  their 
grills  without  a  plentiful  supply 
of  mesquite  on  hand.  Folks  out 
on  the  dusty  plains  of  West  Tex- 
as find  that  amusing,  since  to 
them  mesquite  is  just  a  thorny 
"trash  tree"  that  doesn't  do 
much  but  spread  its  roots  for 
hundreds  of  feet  in  all  direc- 
tions. But  Gary  Ingram,  a  farm- 
er near  San  Angelo,  thinks  he 
has  found  a  way  to  turn  the  mesquite's  idiosyncracies  to 
advantage.  Last  spring,  Ingram  created  the  world's  first  "p| 
quite"  tree  by  grafting  a  pistachio  limb  onto  a  mesquite  tr« 
The  tree  is  more  than  a  botanical  curiosity.  Ingram's  earli 
attempt  to  raise  a  crop  came  to  grief  when  crows  ate  the  ma 
off  a  real  pistachio  tree.  The  mesquite's  thorns  should  keep  tl 
crows  at  bay,  and  the  tree  should  need  minimal  irrigatid 
since  its  roots  seek  out  any  water  that  may  be  nearby.  Nl 
bad:  two  gourmet  favorites  from  a  single  piece  of  "trash."  I 


chase  of  $15  million  worth  of 
bonds  for  Braniff,  which  filed 
for  Chapter  11  bankruptcy 
protection  in  September.  Cen- 
Trust bought  the  bonds  after 
regulators  had  expressed  con- 
cerns about  its  sizable  junk- 
bond  portfolio. 


WHITMAN  HIRES 
AH  OILMAN 


►  Whitman,  which  unloaded 
its  industrial  operations  and 
recast  itself  as  a  consumer- 
products  company,  will  now 
be  run  by  an  oil  executive. 
James  Cozad,  vice-chairman 
and  chief  financial  officer  of 
Amoco,  was  named  chairman 


and  chief  executive  on  No 
13.  The  62-year-old  Cozad,  j 
Whitman  director  since  195 
succeeds  Karl  Bays,  55,  wj 
suffered  a  fatal  heart  attal 
on  Nov.  6. 

After  taking  the  helm 
1987,  Bays  spun  off  the  coj 
pany's  Illinois  Central  r| 
sold  the  defense  and  aej 
space  units,  and  renamed  I 
Industries  for  its  Whitmj 
Sampler  candy.  It  now  sej 
packaged  food  and  operat 
Midas  muffler  shops  and  t| 
largest  independent  Pepsi  b| 
tier  in  the  U.  S.  President  aj 
Chief  Operating  Officer  Mi^ 
Marsh,  42,  a  former  Kraft 
ecutive,  is  the  favorite  to  si| 
ceed  Cozad  in  a  few  years.' 


MOTOWN'S  PAPERS 
ARE  FREE  TO  WED 


►  A  4-to-4  U.  S.  Supreij 
Court  vote  on  Nov.  13  meg 
that  the  Detroit  Free  Pn\ 
and  the  Detroit  News  can 
ahead  with  their  joint  operl 
ing  agreement.  The  only  qu'I 
tion  now  is  when  the  merd 
will  actually  take  place.  Tj 
day  after  the  J0.\  was  clear([ 
the  Free  Press  reported 
merger  will  be  consummatj 
on  Nov.  27.  But  the  Net 
says  it  will  take  place  a  wej 
later.  How's  that  for  editor! 
independence? 
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This  buildiivg 
has  no  ceilings. 


Kriphn 


When  Conner  Peripherals  designed  its  new, 
gh-volume  manufacturing  taciUty  in  Singapore, 
e  included  some  powertul  capabilities.  And  left 
it  the  production  ceilings. 

We  had  no  choice.  To  meet  the  ever-increasing 
^mand  tor  our  iVl"  hard  disk  drives,  we  had  to 
ise  our  production  capacities  dramaticallv. 
scause  in  this  business  you've  got  to  deliver.  In 
)lume,  on  time,  and  without  interruption. 

Which  nicely  sums  up  Conner's  global  manu- 
cturing  strategy. 

A  strategy  that  begins  in  Longmont,  Colorado, 
here  we  research,  design,  and  develop  new  products, 
nd  continues  in  San  Jose,  California,  as  we  perfect 
le  manufacturing  process,  ensuring  a  smooth 


ramp  up  to  high  volume. 

Leading  us  to  Singapore;  a  sophisticated, 
expandable,  production  machine  capable  of  building 
more  than  4  million  drives  a  year.  Or  to  Ivrea,  Italy, 
where  Conner  adapts  and  produces  drives  for  the 
European  Community.  Either  way, 
we're  prepared  to  meet  global  demand 
tor  Conner  drives  on  a  steady, 
uninterrupted  basis. 

All  of  which  allows  Conner  to  build 
more  drives,  on  a  more  timely  basis, 
tor  delivery  to  more  places  in  the  world. 
Think,  about  it,  then  call  Conner. 
There's  no  ceiling  on 
what  we  can  do  tor  you. 


San  Jose/World  Headquarters:  408/433-3340  •  FAX:  408/4  3  3-5  305  •  Boston:  508/660-1088  •  Dallas:  214  680-2913  • 
Los  Angeles:  714  455-2777  •  Singapore:  65/2845366  •  Tokyo:  81/  3-597-8321  •  European  Headquarters:  49  89-811-2097 


BUSH'S  FENCE-SITTING 

HAS  BOTH  SIDES  THROWING  STONES 


For  a  brief  moment  this  fall,  it  looked  as  though  President 
George  Bush  would  end  his  first  year  in  a  blaze  of 
Reaganesque  ghry.  His  courting  of  congressional  Demo- 
crats would  allow  him  to  crown  an  early  deficit-reduction 
agreement  with  a  surprise  %ictor}"  on  a  capital-gains  tax  cut. 
Along  the  way,  he  might  pick  up  endorsements  of  his  drug 
and  child-care  plans. 

Instead,  as  lawmakers  prepare  to  slink  off  at  the  end  of  a 
particularly  nastj-  and  unproductive  session,  Washington's 
mood  has  turned  ugly.  The  \'\Tiite  House's  bright 
hopes  have  turned  to  ashes.  And  nearly  eveiy- 
body  on  Capitol  Hill — Democrats  and  Republicans 
alike — is  nursing  a  grudge  against  George  "Bi- 
partisan Is  My  Middle  Name"'  Bush. 

Democratic  leaders  are  incensed  by  what  they 
consider  White  House  double-dealing.  House 
Speaker  Thomas  S.  Foley  (Wash.),  Ways  &  Means 
Committee  Chairman  Dan  Rostenkowski  (111.), 
and  Budget  Committee  Chairman  Leon  E.  Panet- 
ta  (Calif.)  put  themselves  on  the  line  to  back 
Bush"s  tax  and  budget  initiatives  this  year.  They 
took  a  lot  of  heat  from  fellow  Democrats,  only  to 
be  embarrassed  when  the  \Miite  House  backed 


MINORITY  LEADER  DOLE 


away  from  positions  it  had  urged  the  Democrats  to  support. 

Congressional  Republicans  aren't  much  happier.  GOP  law- 
makers are  chafing  under  the  scolding  of  While  House  Chief 
of  Staff  John  H.  Sununu.  "There  are  a  lot  of  people  who  say 
John  has  come  on  too  strong,"  says  House  Repubhcan  Confer- 
ence Chairman  Jerrv^  Lewis  (R-Calif.). 

TARGET  OF  IRE.  Constantly  changing  signals  from  the  Adminis- 
tration have  kept  the  GOP  off  guard.  The  White  House  has 
endorsed  at  least  four  different  capital-gains  plans.  Bush  an- 
noyed leaders  of  both  parties  by  insisting  on  last-minute 
changes  in  an  ethics  bill  that  is  tied  to  a  congressional  pay 
raise.  And,  undermining  what  was  left  of  last  spring's  biparti- 
san budget  deal,  he  has  threatened  to  veto  a  deficit-reduction 
bill  that  includes  proposals  he  once  signed  off  on. 
Budget  Director  Richard  G.  Darman.  who  still  dreams  of  a 


"Big  Fiscal  Fix"  that  will  cut  the  deficit  significantly,  is 
special  target  of  ire.  "He's  slipper*-,"  says  a  senior  GOP  aid( 
■'He  changes  a  lot.  We  need  to  know  what  the  Presiden 
thinks — and  you  can't  always  tell  from  what  Dick  says." 

To  complete  the  picture,  the  "^"hite  House  is  feeling  unchar 
table  toward  Republican  leaders,  especially  that  longtime  Bus 
nemesis.  Senate  Minoritv'  Leader  Bob  Dole  (R-Kan.).  Dole  can^ 
seem  to  keep  himself  from  occasionally  proposing  tax  hike 
that  Bush  can't  stand.  The  Administration  believes  the 

leadership  abandoned  the  capital-gains  fight  t 
early.  And  the  White  House  was  further  frustra' 
ed  on  Nov.  14,  when  it  could  come  up  with  just 
votes  in  the  Senate — nine  fewer  than  needed — o 
a  motion  to  give  the  capital-gains  proposal  on 
'■  J  last  chance  this  year. 
sMl  All  of  the  bitterriess  bubbled  to  the  surface  i 
g^^^^B  early  November,  when  Dole  and  Senator  Pete  \ 
r^^^^  1  Domenici  (R-X.  M.)  engaged  in  a  shouting  mate 
^^^M  j  at  a  private  budget  strategv'  session  with  Darmal 
^^^^H{  and  Sununu.  The  senators  exploded  after  Bus 
^^^H  announced  he  would  accept  across-the-boar 
^^^^  spending  cuts  instead  of  negotiating  with  Coi 
gress  on  the  implementation  of  the  budget  pla 


agreed  to  last  spring. 

Some  of  this  testiness  is  just  end-of-session  frustration.  Btj 
if  the  era  of  bad  feelings  persists  into  1990,  Bush  could  end  u 
pa\ing  a  high  price  for  the  arrogance  of  his  White  Houa 
minions.  Next  session,  the  Administration  hopes  to  secun 
passage  of  major  legislation  on  clean  air.  child  care,  and  educs 
tion.  Major  spending  cuts  or  revenue  increases  will  be  needa 
to  meet  fiscal  1991  deficit  targets.  And,  of  course,  capital  gain 
will  be  back  on  the  table. 

'^lien  Congress  reconvenes  in  Januan',  there  will  be  susd 
cion  where  once  there  were  chatt\"  phone  calls  and  squaa 
games  in  the  House  gym.  Indeed,  in  future  dealings  wid 
Bush,  lawmakers  may  take  a  page  from  Ronald  Reagan] 
book  on  U.  S.-So\iet  relations:  "Trust  but  verify."  | 
Bu  Douglas  Harbrecht.  Richard  Fly.  and  Howard  Gleckma 


CAPITAL  WRAPUPI 


RICO 


The  campaign  to  rewrite  the  Racke- 
teer-Influenced &  Corrupt  Organi- 
zations Act  may  stumble  in  the  House. 
Business  interests,  especially  the  secu- 
rities and  commodities  industries,  seem 
close  to  winning  their  Senate  fight  to 
weaken  the  provisions  of  RICO  that 
have  generated  a  flood  of  expensive 
ci\il  suits.  But  House  crime  subcom- 
mittee Chairman  William  J.  Hughes  (D- 
X.J.)  favors  an  approach  much  less 
congenial  to  business.  He  would  tight- 
en up  the  definition  of  a  racketeer  and 
give  judges  an  early  chance  to  dismiss 
ci\il  RICO  actions.  But  unlike  his  Senate 
colleagues,  he  would  keep  most  of  the 


law's  teeth  and  continue  to  allow  plain- 
tiffs w-ho  prove  a  pattern  of  racketeer- 
ing behavior  to  collect  triple  damages. 
Hughes  plans  to  introduce  his  version 
of  RICO  reform  early  next  year. 

COMMERCIALS  

Polish  Solidarity-  leader  Lech  Wa- 
lesa will  join  former  House  Speak- 
er Tip  O'Neill  in  the  celebritj"  ad  busi- 
ness. But  he's  not  doing  it  for  the 
money.  Walesa  will  speak  in  Polish — 
with  subtitles — of  the  role  that  the 
AFL-CIO  played  in  helping  Solidaritv'. 
Then,  like  Hollywood  stars  Jack  Lem- 
mon  and  T\-ne  Daly,  who  appear  in 
other  AFL  ads,  he'll  declare  "Union 
Yes"  in  English. 


SPACE 


A growing  budget  crunch  may  crip- 
ple x.\Sa"s  S30  billion  space  sta- 
tion. The  Office  of  Management  & 
Budget  has  told  the  space  agency 
seek  only  the  minimum  needed  to  kee; 
the  project  alive  in  fiscal  1991.  XAS.-^ 
chief  Richard  Truly  had  wanted  S3  bU- 
Hon  but  will  have  to  settle  for  a  lot 
less.  The  manned  space  station  is  stil:, 
likely  to  fly  some  day.  But  researche 
fear  that  a  budget-driven  SO^c  cutbac 
in  the  electrical  power  available  for  ex 
periments  in  the  station,  along  with  re 
ductions  in  planned  research  time  ir 
space,  may  render  the  project  close  tcj 
useless. 
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lalk  about  hot  young  management  teams. 
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Peter  Drucker  says,  "The 
Salvation  Army  probably  does  a 
better  job  with  the  poor  than  any- 
one else." 

"And  frugally,"  adds  Fortune 
(11/9/87).  "Of  each  dollar  it 
receives,  86  cents  goes  to  the 
needy."  In  a  business  where  50  to 
60  cents  is  the  norm. 

How  do  we  do  it? 

Accountability:  We  feed  mil- 
lions, yet  keep  track  of  every  bite 
—and  its  nutritional  value. 

Economies  of  scale:  We  buy 
like  an  army.  Uniforms  wear  like 


iron  and  save  on  pinstripes  and 
power  ties.  Utilitarian  furniture 
must  last  10  (upholstered)  to  15 
(unupholstered)  years. 

Cost  control:  We  use  both 
sides  of  all  paper  and  make  pads 
out  of  the  leftovers.  Equipment  is 
kept  in  top  shape  to  last  longer. 
Cost-cutting  ideas  are  encour- 
aged and  communicated. 

Hard  choices:  Buying  com- 
puters and  consolidating  our  four 
territories  might  save  labor.  But 
cost  money.  So  we  keep  laboring. 

Yet  aren't  we  a  religious 


I'liuiut^i apli  i  ciurtesy:  Bodi    i  ) 

group? 

Religious,  yes.  Fanatics,  no. 
Being  holier-than-thou  doesn't 
get  the  job  done. 

Still,  it  takes  more  than  just  i 
hope  and  charity  to  succeed.  It  I 
takes  an  act  of  faith  to  fight  alco-  | 
hoi,  drugs,  poverty  and  hopeless-  1 
ness  on  its  own  turf— and  win.  ^ 

But  we  manage  it.  As  Peter  | 
Drucker  says,  "Their  achievement  | 
is  to  turn  outcasts  into  citizens." 

So,  kid  us  all  you  want  to 
about  "saving  souls."  But  please 
help  us  save  lives. 


We're  fighting  for  you. 


The  Salvation  Army  of  Greater  New  York,  132  West  14th  Street,  New  York,  NY  10011-7388.  (212)  807-4200 
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Its  not  surprising  that  one  out  of  four 
pharmaceuticals  comes  from  tropical 
forests.Orthatan  estimated  1,400  tropical 
plants,  like  the  rosy  penwinkle,  have 
promising  anti-cancer  properties.  After 
all,  as  home  to  half  of  the  world  s  plant  and 
animal  species,  these  forests  are  a  vast 
biochemical  warehouse. 

What  is  surprising  is  that  the  human 
race  is  destroying  this  living  resource  at  an 
alarming  pace. 

Each  day  74,000  forested  acres  are 


cleared,  pushing  untold  numbers  of  species 
toward  extinction. 

The  future  of  medicine  and  agriculture, 
the  existence  of  thousands  of  wildlife 
species,  and  the  survival  of  hundreds  of 
millions  of  people  in  developing  countries 
depend  on  what  we  do  now  to  keep  the 
tropical  forests  alive. 

The  means  of  solving  this  problem  are 
within  our  reach.  Write  in  order  to  find  out 
how  you  can  help  keep  the  tropical  forests 
alive,  before  the  reasons  disappear 


KeepTropical  ForeslsAlive. 

Tropical  Forest  Project.  World  Resources  Institute,  1 735  New  York  Avenue.  N  W.  Washington.  D.  C.  20006/ Prepared  by  Richardson.  Myers  &  Donofrio.  Inc. 
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Wve  Sent  Some  Of  Ourlp 
.  employees  BackToTheTMd  Grade. 


GTE  employees  are  back  in  class.  Partici- 
pating in  a  variety  of  local  programs  tliat  unite 
business  and  education. 

It's  a  partnership  we Ve  formed  between 
teachers,  students  and  businesses. 

We  show  kids  different  career  choices,  and 


let  them  see  how  importiint  their  education  can 
be  when  ifs  applied  to  the  working  worid. 

Bringing  together  businesses  and  schools  is 
just  one  way  GTE  is  helping  to  improve  the 
quality  of  education.  And  teaching  kids  lessons 
they'll  never  foiget. 


THE  POWER  IS  ON 
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WE  JUST  HAD  ANOTHER 
GREAT  IDEA.  SANYO. 


Forming  a  partnership  has 
)ven  to  be  a  great  idea, 
siness  couldn't  be  better. 

A  little  while  ago  we  were 
sdy  to  grow  with  the  use  of 
rsonai  connputers,  so  we  put 
r  heads  together  to  figure  out 
lat  we  needed.  Sure,  the 
3chines  had  to  be  technologi- 
lly  sophisticated  and  affordable 
t  they  also  had  to  be  easy  to 
B.  (Our  staff  IS  good,  but 


ANYO  OFFICE 


computer  wizards  we're  not.) 

After  reviewing  many  options, 
we  decided  to  go  with  Sanyo. 

Their  hardware  is  reliable 
and  easy  to  use.  And  it  handles 
MS-DOS  applications  not  only 
intelligently  but  efficiently  as  well. 
We  chose  from  a  wide  range  of 
models  offering  everything  up  to 
32-bit  processing,  ideal  for  either 
CAD  or  desk-top  publishing. 

They  really  worked  out  well. 


AUTOMATION. 


We'll  put  our  Sanyo  personal 
computers  up  against  any  others. 
They  make  great  partners. 


MBC  18PLUS  MBC  17PLUS  MBC-16LT 


SA0O 


HE       SMART  SOLUTION. 

VO  BUSINESS  SYSTEMS  CORP  ,  51  JOSEPH  ST  ,  MOONACHIE.  NJ  07074,  1 -800-524  0047,  EXT  276IIN  NEW  JERSEY ,  201  44  0  9  300,EXT  276 
rO  CANADA  INC  ,  50  BETH  NEALSON  DRIVE  TORONTO.  ONT  M4H  1M6  1800-268-6084,  TEL  416  421  8344.  EXT  378 


AT  LAST,  SUPERCONDUCTORS 
ARE  STARTING  TO  lOOK  SUPER 


Scientists  are  close  to  overcoming  thorny  problems,  so  commercial  uses  may  come  soon 


When  others  were  giving  up 
hope  that  a  new  group  of  ce- 
ramic superconductors  would 
ever  be  useful  in  key  practical  applica- 
tions, AT&T  Bell  Laboratories  researcher 
Sungho  Jin  was  among  those  who  kept 
plugging  away.  Said  Jin:  "I  have  faith  in 
human  ingenuity." 

In  June,  Jin's  faith 
paid  off.  After  count- 
less experiments,  Bell 
Labs  researchers  re- 
ported that  they  had 
figured  out  why  the 
new  high-temperature 
materials  lost  their  abil- 
ity to  carry  electrical 
currents  in  the  presence 
of  a  magnetic  field.  And 
in  November,  Ameri- 
can Telephone  &  Tele- 
graph Co.  scientists  an- 
nounced that  they  had 
found  a  way  to  over- 
come that  problem, 
which  is  known  as  "flux 
creep." 

Jin's  group  is  not 
alone.  The  researchers 
who  weren't  discour- 
aged by  early  disap- 
pointments are  rapidly 
overcoming  the  draw- 
backs that  plague  the 
new  superconductors. 
And  scientists  are  now 
well  along  toward  the 
first  commercial  appli- 
cations of  those  novel 
materials,  which  can 
carry  electrical  current 
with  no  loss  to  resis- 
tance at  temperatures 
far  above  those  of  con- 
ventional metallic  su- 
perconductors. "Great 
progress  is  being  made,"  says  Harold 
Weinstock,  program  manager  for  super- 
conductivity at  the  Air  Force  Office  of 
Scientific  Research. 

Indeed,  Gregory  Yurek,  president  of 
American  Superconductor  Corp.,  which 
is  developing  materials  for  magnets,  mo- 
tors, and  electric  power  transmission, 
says  that  two  months  ago,  he  didn't  talk 


publicly  about  such  applications  because 
they  were  too  far  away.  But  now,  "all 
time  frames  are  pulled  in." 

Progress  in  coaxing  the  materials  to 
carry  more  current  is  fueling  much  of 
the  optimism.  Scientists  learned  relative- 
ly quickly  how  to  produce  thin  films, 
used  in  electronic  devices,  that  carry  re- 


SUPERCONDUCTORS: 
THE  BARRIERS  ARE  TUMBLING 


CRITICAL  CURRENT  In  bulk,  new  superconductors  now  carry  10  times  more 
current  than  they  could  a  year  ago — more  than  70,000  amps  per  square  centi- 
meter. Thin  films,  used  to  fabricate  electronic  devices,  are  in  the  range  of  5 
million  amps  per  square  centimeter,  up  from  1  million  to  3  million 

FlUX  CREEP  In  magnetic  fields,  the  new  materials  lose  their  ability  to  carry 
current.  But  when  AT&T  Bell  Labs  bombarded  a  single  crystal  with  neutron 
radiation  that  displaced  atoms,  the  material  carried  more  than  100  times  more 
current — 600,000  amps  per  square  centimeter 


When  current  passes  between  the 
tals,  much  of  it  is  lost — what  scieijl 
call  the  "weak  link"  problem.  1 
more  than  a  year  ago,  researchers  ( 
push  only  7,000  amps  through  the  r 
rials.  By  refining  processing  techni 
so  that  crystals  are  more  evenly  ali^ 
current  capacity  has  risen  dramatic 
The  record  is  now  i 
than  70,000  amps. 

In  September, 
man  scientists  rep( 
that  they  had  di; 
ered  another  wa; 
overcome  weak  1: 
When  sheathed  in  a 
er  of  silver,  the  ceri 
material  carried  aj 
rent  of  50,000  amp^ 
October,  scientist 
Oak  Ridge  Nati 
Laboratory  and  Ai 
can  Superconductoi 
confirmed  the  ex 
mental  results.  ' 
material  doesn't  J 
the  weak-link  be 
ior,"  says  Anthonj 
Schaffhauser,  dire 
of  the  high-tempers 
superconductivity 
center  at  Oak  Ridg 
Another  flaw  in 
materials  is  their  ii 
ity  to  remain  supe: 
ductive  in  a  sti 
magnetic  field.  T 
critical  because  i 
large-scale  applicati 
such  as  motors  or 


DEVICES  Scientists  at  IBM  have  produced  magnetic-detection  devices  called 
SQUIDs  that  rival  the  performance  of  conventional  devices.  AT&T,  ICI,  and 
Superconducting  Technologies  have  developed  microwave  components 


spectable  current  loads — now  about  5 
million  amps  per  square  centimeter. 

But  superconductors  used  in  power 
lines,  motors,  or  magnets  are  another 
story.  For  these  applications,  supercon- 
ductors must  carry  at  least  100,000  amps 
per  square  centimeter  to  be  practical. 
Trouble  is,  these  bulk  materials  are  com- 
posed of  haphazardly  arranged  crystals. 


er  transmission, 
create  or  require  i 
netic  fields.  But 
levels  of  currem 
warmer  temperat 
cause  the  magi 
lines  of  force  to  become  disordered, 
"flux  creep"  creates  resistance. 

Now,  scientists  have  found  a  wa 
"pin"  the  magnetic  field  in  place  by 
tering  defects  through  supercondu* 
crystals.  A  group  at  Bell  Labs  heade 
Robert  B.  van  Dover  bombarded  a  s] 
superconducting  crystal  with  neuH 
to  create  defects.  The  crystal  then 
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ried  600,000  amps  per  square  centime- 
ter— about  100  times  more  current  than 
an  untreated  one  carries. 

While  heavy-duty  applications  are  still 
beyond  the  reach  of  the  new  materials, 
scientists  are  making  great  strides  in 
developing  uses  that  don't  require  such 
muscle.  IBM  scientists  have  made  squids, 
short  for  superconducting  quantum-in- 
terference devices.  These  supersensitive 
magnetic  detectors  are  used  in  medical 
devices  and  submarine  surveillance. 

Closest  to  market  are  microwave  and 
radio-frequency  devices  for  satellite  and 
other  communications  systems.  In  No- 
vember, ICI  Advanced  Materials  and  Bell 
Labs  unveiled  a  family  of  resonators 
made  from  high-temperature  supercon- 
ductors that  generate  100  times  less 
noise,  lose  at  least  five  times  less  power, 
and  are  more  stable  than  conventional 
tj'pes.  Receivers  and  transmitters  made 
with  these  devices  will  be  able  to  operate 
with  a  larger  number  of  channels  with 
less  interference.  One  obvious  target: 
cellular-telephone  relay  stations  that  will 
be  able  to  handle  more  calls. 

AT&T  and  ICI  are  now  testing  the  de- 
vices in  microwave-communication  sys- 
tems. Superconductor  Technologies  Inc., 
a  San  Diego  startup,  is  shipping  its  own 
filters  and  resonators.  Systems  using 
the  components  are  three  to  five  years 
away,  says  James  G.  Bybokas,  manager 
for  product  marketing,  but  he  expects  to 
sell  lots  of  the  devices  ne.xt  year  to  com- 
panies that  are  designing  systems. 

Those  systems  are  likely  to  be  expen- 
sive. Although  they  don't  have  to  be 
cooled  to  23K,  or  absolute  zero,  like  their 
metallic  predecessors,  they  still  have  to 
be  bathed  in  frigid  liquid  nitrogen  (77K) 
to  function.  However,  scientists  are  con- 
tinuing to  warm  up  the  new  materials. 
There  are  even  reports  of  superconduc- 
tivity approaching  room  temperature 
(240K).  In  September,  Juei-Teng  Chen, 
professor  of  physics  at  Wayne  State 
University,  confirmed  earlier  observa- 
tions of  fleeting  signs  of  superconductiv- 
ity at  23.5K  and  26oK  by  measuring  zero 
resistance  in  a  sample  over  an  11-day 
period.  Other  U.  S.  researchers  have 
seen  similar,  tantalizing  effects. 

Before  the  materials  are  widely  used, 
many  more  problems  will  have  to  be 
overcome.  Theorists  still  cannot  explain 
why  ceramic  oxides  behave  as  they  do. 
Even  so,  scientists  and  entrepreneurs 
are  ebullient.  In  October,  American  Su- 
perconductor moved  to  a  new,  20,000- 
square-fool  headquarters — several  times 
its  original  space.  "The  way  things  are 
going  now,  we'll  have  a  hard  time  keep- 
ing up  with  demand,"  says  Yurek.  For 
now,  at  least,  optimism  is  in. 

By  Emily  T.  Smith  in  New  York,  with 
John  Carey  in  Washington 


MEDICINE  I 


THERE  JUST  AREN'T  'ENOUGH 
HEARTS  TO  GO  AROUND' 


Or  lungs  or  kiclnevs,  as  demand  for  organ  transplants  soars 


\f    \  L 

SURGEON  STARZl:  MEDICAL  PROGRESS  CAN'T  MAKE  UP  FOR  A  SHORTAGE  OF  DONORS 


At  the  end  of  November,  if  all 
goes  according  to  plan,  surgeons 
at  the  University  of  Chicago  will 
remove  a  piece  of  liver  from  a  desperate 
mother  and  implant  it  in  her  dying  baby. 
The  doctors  hope  that  the  woman's  liver 
will  regenerate — and  that  the  implanted 
part  will  save  the  child. 

The  risky  surgery  shows  just  how  far 
the  medical  profession  is  willing  to  go  in 
the  face  of  a  growing  shortage  of  trans- 
plant organs  for  critically  ill  patients. 
After  years  of  steady  growth,  organ  do- 
nations leveled  off  in  1986.  So  doctors 
are  devising  new — and  sometimes  ethi- 
cally murky — strategies  for  obtaining 
organs.  Besides  performing  risky  opera- 
tions on  healthy  donors,  doctors  are  con- 
sidering harvesting  organs  from  the 
newly  dead  and  brain-dead.  They're  even 
looking  ahead  to  exotic  substitutes  for 
donated  organs,  including  body  parts 
cloned  from  a  few  cells  in  the  lab. 

The  surgeons  have  little  choice.  As  of 
Oct.  30,  nearly  18,600  people  were  on  the 
official  waiting  lists  for  kidney,  heart, 
liver,  lung,  and  pancreas  transplants. 
And  those  are  just  patients  facing  immi- 
nent death — tens  of  thousands  not  yet 
critically  ill  could  benefit  from  new  or- 
gans. Yet  only  12,798  operations,  mainly 
kidney  transplants,  were  performed  last 


year  (chart,  page  96).  "It's  terrible 
know  that  the  technology  exists  to  sa 
your  life  or  the  life  of  one  of  your  fam 
members,  and  you  don't  have  access 
it,"  says  Julia  R.  French,  director  of  j 
tient  and  family  affairs  at  the  Americ 
Council  on  Transplantation. 
'MAGIC  MEDICINE'?  In  fact,  a  recent— a 
important — advance  in  organ  transph 
tation  may  aggravate  matters  by 
creasing  demand.  At  a  scientific  meeti 
in  Barcelona  on  Oct.  31,  Dr.  Thomas 
Starzl,  surgeon  at  the  University 
Pittsburgh,  described  dramatic  res 
with  a  new  drug  made  by  Japan's 
jisawa  Pharmaceutical  Co.  that  fights 
jection  of  transplanted  organs.  Produ 
by  soil  bacteria  and  named  FK-506, 
substance  has  been  tested  on  more  t 
100  organ  recipients  and  appears  to 
far  more  effective  than  cyclosporin, 
drug  that  revolutionized  organ  tra; 
plants  a  decade  ago.  While  not  all 
data  are  in  yet,  "we're  hoping  that  t: 
is  the  magic  medicine,"  says  Dr.  K 
Johnson,  clinical  director  of  renal  trai 
plantation  at  Vanderbilt  University 
Nashville. 

But  where  will  the  organs  come  fro: 
State  and  federal  laws  require  hospit] 
to  ask  the  families  of  brain-dead  po' 
tial  donors  for  permission  to  extract 
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gans.  Yet  when  Howard  Nathan,  execu- 
tive director  of  the  Delaware  Valley 
Transplant  Program,  studied  all  the 
deaths  in  two-thirds  of  Pennsylvania's 
hospitals,  he  found  that  only  a  minority 
of  families  are  approached — and  half  of 
them  refuse.  Doctors  who  labor  to  save 
lives  often  are  uneasy  about  switching 
roles  and  asking  families  for  organ  do- 
nations, Nathan  says.  If  hospitals  called 
in  special  organ-procurement  agencies  to 
do  the  job,  "we  could  double  donations," 
he  predicts. 

That  wouldn't  end  the  shortage,  how- 
ever. Nathan's  study  suggests  that  the 
number  of  people  who  suffer  tragic  acci- 
dents or  diseases  that  leave  them  brain- 
dead  is  far  smaller  than  once  thought. 
"It's  doubtful  that  we  will  ever  have 
enough  hearts  and 
other  organs  to  go 
around,"  says  Dr. 
Lawrence  G.  Hun- 
sicker,  professor  of 
medicine  at  the  Uni- 
versity of  Iowa. 

The  problem  is  es- 
pecially severe  with 
liver  transplants. 
About  half  of  the 
500  infants  who  need 
liver  transplants 
each  year  die  wait- 
ing for  an  organ  to 
become  available,  ac- 
cording to  Dr.  Peter 
F.  Whitington,  direc- 
tor of  pediatrics  and 
head  of  the  trans- 
plant effort  at  the 
University  of  Chica- 
go. That's  why  his 
team  is  turning  to  living  donors. 
WILLING  PARENTS.  For  kidney  trans- 
plants, as  many  as  309^  of  the  trans- 
planted organs  come  from  relatives  and 
other  living  donors.  But  slicing  off  one 
lobe  of  a  human  liver  is  riskier  and  more 
controversial  than  giving  up  one  of  two 
kidneys.  Although  the  liver  should  re- 
generate, "it  raises  the  question  of  how 
big  an  operation  you  should  do  in  a  per- 
fectly healthy  individual,"  says  Dr.  Jo- 
seph P.  Vacanti,  director  of  liver  trans- 
plantation at  Boston's  Children's 
Hospital.  Yet  the  Chicago  surgeons 
don't  believe  they'll  lack  for  volunteers 
willing  to  take  the  risk  to  save  sick  in- 
fants. "I  can  ask  10  parents,  and  at  least 
9  will  step  forward,"  says  Whitington. 

Other  physicians  are  eyeing  a  much 
larger  potential  source  of  organs  than 
the  parents  of  ailing  infants — people 
whose  hearts  have  just  stopped.  Dr.  Da- 
vid Anaise,  director  of  transplantation  at 
an  El  Paso  medical  center,  has  devel- 
oped a  catheter  that  can  be  slipped 
through  a  small  incision  in  the  groin  to 
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deliver  a  chilling  solution.  The  liquid  pi 
serves  kidneys  for  a  few  hours,  loi 
enough  for  doctors  to  ask  for  permissi 
to  remove  the  organs.  But  some  docto 
wonder  if  they  should  seek  permission 
insert  the  catheter,  too,  so  they  woi 
appear  to  be  organ  snatchers.  The  whc 
idea,  says  Dr.  Felix  T.  Rapaport,  chief 
transplantation  at  the  State  Universi 
of  New  York  at  Stony  Brook,  is  "shroi 
ed  in  taboos  and  fears." 
'DEATH  IS  CHEAPER.'  One  possible  w; 
out  of  the  dilemma  is  to  create  repla< 
ment  organs  from  cell  cultures.  Masi 
chusetts  Institute  of  Technology  chem 
Robert  S.  Langer  and  transplant  sped 
ist  Vacanti  have  grown  small  masses 
liver  cells  and  implanted  the  tissue  ir 
animals.  So  far,  they  have  been  able 
show  that  the  trai 
planted  cells  survi 
and  produce  some 
the  normal  produc 
of  liver  cells.  St 
says  Vacanti,  "it  is 
huge  leap  to  say 
will  actually  work. 

All  of  these  stra' 
gies  have  one  thii 
in  common:  They  a 
expensive.  The 
for  organ  trar 
plants  ranges  frc 
about  $30,000  for 
kidnev  operation 
$238,000  for  a  livi 
In  the  case  of 
neys,  where  me 
care  pays  for  dia 
sis  treatment,  trai 
plants  actually  sa 
the  government 


PATIENTS  ON  THE 
WAITING  LIST 

On06tR1989 


to  $2.5,000  annually  per  person. 

But  the  case  isn't  so  clear-cut  for  o' 
er  organs.  "The  alternative  to  a  liv 
transplant  is  death,  and  death  is  che; 
er,"  says  Ronald  Milhorn,  a  policy  ai 
lyst  with  the  Health  Care  Financing  P 
ministration.  The  problem  of  the  currf 
practice,  says  University  of  Minnesc 
bioethicist  Arthur  Caplan  is  that  "t 
transplant  community  tends  to  want 
give  organs  to  the  sickest  people." 

Some  states  are  beginning  to  questi 
such  practices.  Oregon,  for  examiple,  ( 
off  medicaid  funding  for  organ  trai 
plants  two  years  ago.  It  is  now  trying 
determine  whether  to  put  these  ope: 
tions  back  on  the  list  of  eligible  pro 
dures.  One  solution,  according  to  I 
John  A.  Kitzhaber,  president  of  the  0 
gon  State  Senate,  is  to  "try  to  focus  c 
limited  dollars  and  organs  on  cases  w 
better  outcomes."  That  way,  society  v 
get  the  most  bang  for  its  medical  d 
lar — and  make  the  most  of  its  scai 
supply  of  transplantable  organs. 

By  John  Carey  in  Washingi 
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LAME-RESISTANT  BARRIER 
AT'S  SMOKELESS,  TOO 


Fire-retardant  mate- 
rials save  lives  by 
giving  people  more 
time  to  flee  a  fire.  But 
with  most  fire-retar- 
dant treatments,  the 
more  flame-resistant 
they  are,  the  more  they 
smoke.  And  smoke,  not 
flames,  is  the  real  kill- 
er. But  now  there's  a 
new  paint — called  No 
Fire — that  promises  an 
ually  long-lasting  fire  barrier,  with  virtually  no  smoke. 
I  Fire  is  a  so-called  intumescent  coating.  When  such  coat- 
get  hot,  they  puff  up  and  create  a  foamlike  layer  that 
ates  the  material  underneath.  Unlike  most  of  these  coat- 
however,  No  Fire  contains  ceramic  fibers,  and  they  pro- 
the  coating's  ability  to  withstand  flames.  Otis  H.  Has- 
,  who  heads  Transaction  Security  Inc.  in  Upper  Saddle 
r,  N.  J.,  concocted  the  combination  to  protect  computers 
both  fire  and  stray  electromagnetic  radiation, 
tially,  the  fibers  were  a  separate  layer.  Then  Hastings 
d  them  together — and  produced  a  fire  block  so  effective 
it  can  shield  plastics,  wood,  and  other  combustibles  for  up 
1  hour.  U.  S.  Testing  Co.,  an  independent  lab,  has  con- 
id  that  boards  coated  with  No  Fire  do  not  ignite  during  10 
tes  of  exposure  to  a  flame  and  produce  virtually  no 
:e.  The  technology  has  been  licensed  to  Grayhound  Elec- 
cs  Inc.,  in  Toms  River,  N.  J. 


W  ELECTRONIC  EYES 
EED  UP  PAP  TESTS 


ch  year,  50  million  cervical-cancer  tests,  or  Pap  smears, 
re  performed.  They  add  $1  billion  to  total  U.  S.  health  care 
.  And  15%  of  the  tests  falsely  show  negative  results.  The 
lem  is  that  technicians  must  view  each  slide  under  a 
jscope,  hunting  for  as  few  as  10  abnormal  cells  among  the 
J  thousands  in  the  smear. 

•w,  Cytyc  Corp.  in  Marlborough,  Mass.,  is  developing 
)ment  that  could  partially  automate  this  screening  pro- 

As  a  television  camera  peers  through  the  microscope,  an 
e  processing  system  quickly  determines  whether  the  Pap 
ir  needs  close  scrutiny  by  a  technician.  The  equipment 
1  trim  screening  costs  by  as  much  as  30%,  says  Stanley  N. 
dus,  the  engineer  who  heads  Cytyc.  More  important,  he 
,  in  trial  runs  the  equipment  was  five  times  more  accurate 

humans.  Large-scale  tests  are  starting,  and  Lapidus 
s  to  market  the  system  within  two  years. 


\H  OUNCE  OF  EFFICIENCY  WORTH 
10-TON  REACTOR? 


fith  concern  mounting  over  the  greenhouse  effect,  nucle- 
ar power  no  longer  looks  like  such  a  pariah.  More 
;ors  might  indeed  help  reduce  the  amount  of  carbon  diox- 
;pewed  into  the  atmosphere.  But  Charles  Komanoff,  of 
anoff  Energy  Associates  in  New  York  City,  says  the 
Ireds  of  billions  of  dollars  that  would  be  needed  to  build 


them  would  be  better  spent  improving  energy  efficiency. 

To  cut  the  world's  fossil-fuel  consumption  in  half  oyer  the 
next  30  years  would  require  completing  14  new  reactors  a 
week  beginning  in  1995,  Komanoff  calculates.  That's  more 
than  40  times  the  completion  rate  during  the  peak  nuclear 
decade  of  1975-85.  But  the  same  result  could  be  achieved 
simply  by  improving  the  efficiency  of  energy  usage  by  a  mere 
4.67'  a  year.  That's  only  60%  more  than  the  annual  gains 
achieved  by  the  U.  S.  after  the  1977  energy  crunch. 

Why  this  lopsided  result?  Electricity  is  an  inefficient  form  of 
energy  for  many  tasks,  such  as  heating  and  vehicular  trans- 
portation, Komanoff  explains.  Efficiency  improvements,  on  the 
other  hand,  yield  gains  in  all  forms  of  energy  consumption. 


TESTING  FOR  GENETIC  DEFECTS 
—BEFORE  CONCEPTION 


For  expectant  couples  who  are  opposed  to  abortion,  the 
ability  of  today's  high-tech  medicine  to  detect  genetic  dis- 
eases such  as  Tay-Sachs  or  cystic  fibrosis  in  their  unborn 
children  can  lead  to  an  agonizing  decision:  Do  they  give  birth 
to  a  sick  or  dying  baby — or  do  they  commit  what  they  believe 
to  be  murder? 

Now,  these  prospective  parents  may  be  able  to  avoid  this 
dilemma.  A  group  of  scientists  at  the  Illinois  Masonic  Medical 
Center  has  developed  a  method  of  screening  for  faulty  genes 
in  unfertilized  eggs.  The  researchers  harmlessly  extract  from 
an  egg  a  nonessential  cell  structure  known  as  a  polar  body, 
which  is  formed  as  the  egg  matures  and  contains  half  of  the 
chromosomes  of  the  egg's  precursor  cell.  The  scientists  can 
use  the  DNA  from  the  polar  body  to  look  for  faulty  genes. 

If  the  genetic  material  passes  muster,  the  researchers  then 
fertilize  the  egg  and  implant  it  in  the  prospective  mother's 
womb  using  the  standard  technique  of  in  vitro  fertilization. 
"The  most  exciting  part  of  this  is  the  possibility  of  doing 
genetic  analysis  before  conception,"  says  Yury  Verlinsky,  lead- 
er of  the  team.  So  far,  the  scientists  have  screened  eggs  for  a 
genetic  defect  known  as  alpha-l-antitrypsin  deficiency  and  suc- 
cessfully fertilized  the  eggs.  A  healthy  baby,  says  Verlinsky, 
"is  now  only  a  matter  of  time." 


THE  GROCER'S  FREEZER  CASE 
MAY  SOON  HOLD  MILK 


Slide  the  frozen  con- 
centrate out  of  its 
can,  then  mix  with 
three  parts  water,  and 
you've  got  .  .  .  milk. 
George  N.  Bookwalter, 
a  research  food  tech- 
nologist at  the  Agricul- 
ture Dept.'s  Research 
Service,  has  found  a 
way  to  produce  frozen 
milk  concentrate.  It's 
made  from  nonfat  dry 
milk  and  vegetable  oil, 
without  emulsifiers  or  a  homogenizer.  The  secret,  says  Book- 
waiter,  lies  in  creating  a  concentrate  that  has  the  perfect  ratio 
of  nonfat  dry  milk  to  water. 

The  process  provides  milk  in  a  form  that  has  several  advan- 
tages over  the  usual  variety,  Bookwalter  says.  Milk  concen- 
trate can  be  easily  stored  in  the  freezer.  Because  it  is  made 
with  vegetable  rather  than  animal  fat,  it  has  no  cholesterol, 
yet  he  claims  it  tastes  better  than  nonfat  milk. 
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WE  HELPED  SHAPE  il 


In  1914.  production  of  ±t 
eaiLn's  first  soft  dinic  readied 
2  million  bottles  a  \'ear.  Today. 
il"s  o\'er  2  million  botdes  a  da}.'. 

.■\nd  how  does  Venene  de 
Languedoc  a  subsidiar)-  of  Pemer 
niaintain  ±e  consistent  shape 
and  quality.'  of  this  world-femous 
botde^ 


-.--ems  :rom  r|t 


capaar.'  to  desiRn  and  mass  produ  tj^ 


'.is  on  digitalK' 
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RENCH  REVOLUnOli 

d  to  cap  it  off,  we  gave  them  a  high- 
rmance  database  management  system, 
hat  lets  everyone  share  information  fast  so 
ns  management  flows  more  smoothly 
course  their  success  is  part  of  Prime's 
5s.  We're  a  Fortune  500  company  with 
il  revenues  of  more  than  $1.5  billion, 
^ou'd  like  to  know  more  about  how  Prime 
elp  your  business  become  a  cause  cd^bre, 


just  call  1-617-275-1800  ext.  5490 
(In  Canada,  1-800-268-4700). 
Prime.  Vive  la  revolution. 

^Prime 

Prime  Computer,  Inc. 

Prime  and  the  Johnson  &  Johnson  Family  of  Companies  are 
proud  co-sponsors  of  the  PBS  series  NOVA. 


THE  NEW,  IMPROVED  UNILEVER 
AIMS  TO  CLEAN  UP  IN  THE  U.S. 


The  European  giant  is  gi'abbing  the  reins  at  Lever  Brothers  and  bu\ing  prestige  names  in  cosmetics 


In  1985,  Unilever  decided  to  launch 
Snuggle,  a  new  fabric  softener,  in 
the  U.  S.  Snuggle  was  the  sort  of 
high-risk  venture  that  has  become  in- 
creasingly rare  in  the  packaged-goods 
industr\\  It  w-asn't  a  line  extension  of  an 
existing  brand  but  a  new-  product  with 
an  unknown  name,  and  introducing  new 
brand  names  is  expensive.  Unilever 
spent  many  millions  to  get  Snuggle  go- 
ing. But  the  gamble  paid  off:  In  less 
than  four  years,  Snuggle  captured  2Y/( 
of  the  market,  making  it  No.  2  behind 
Procter  &  Gamble  Co.'s  Downy. 

If  Snuggle  was  unusual  for  the  indus- 
tn,-,  it  was  even  more  uncharacteristic 
for  Unilever.  The  Anglo-Dutch  giant  is 
the  runaway  leader  in  several  categories 
of  packaged  goods  worldwide,  but  its 
U.  S.  unit.  Lever  Brothers  Co.,  has  gen- 
erally lagged  behind.  Decades  of  hands- 
off  management  by  headquarters  com- 
pounded by  underinvestment  and  timid 
marketing  usually  left  Lever  settling  for 
second,  third,  and  even  fourth  place  in 
everything  from  soap  suds  to  skin 
cream.  And  no  one  seemed  to  care. 


But  as  Snuggle  shows,  Unilever  has 
decided  that  it  can't  afford  to  be  so  laid- 
back  anymore.  In  the  past  five  years,  it 
has  introduced  a  flurry  of  new  products 
in  the  U.  S.,  restructured  its  operations 
here  to  give  Europe  more  direct  control, 
and  spent  more  than  So  billion  on  acqui- 
sitions (table).  Now,  it's  rushing  to  build 
a  U.  S.  cosmetics  empire. 

Why  the  new  focus  on  the  U.  S.?  For 
one  thing,  it's  the  mar- 
ket where  Unilever  has 
the  most  room  to  im- 
prove. For  another,  Un- 
ilever's U.  S.  rivals — es- 
pecially P&G — have 
started  muscling  in  on 
Unilever's  global  turf. 
Increasingly,  U.  S.  pack- 
aged-goods companies 
see  the  entire  world  as 
their  market,  and 
they're  becoming  more 
sophisticated  and  suc- 
cessful at  selling  over- 
seas. Last  year,  Unil- 
ever lost  the  title  of 


A  NORTH  AMERICAN 
COMEBACK 


too 


PERCfNTAGt  Of  TOTAL 


I  20,4 


10.1 
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worldwide  consumer  king  to  U.  S.  gii 
Philip  Morris  Cos.  And  P&G,  long  a  laj 
luster  performer  abroad,  has  sudde 
turned  its  foreign  operations  around 
the  past  two  years,  p&g's  profits  fr 
abroad  more  than  tripied,  now  accou 
ing  for  35%  of  P&G's  total  take. 

Now,  the  U.  S.  battle  between  I 
lever  and  P&G  is  shifting  to  cosmetics 
August,  Unilever  paid  S1.5  billion  for 

 1  berge,  including  si 

mass-market  brands 
Brut  cologne  and 
berge  Organics  shi 
poo,  as  well  as  the  E 
abeth  Arden  line 
upscale  cosmetics, 
month  earlier,  the  c( 
pany  paid  $306  mill 
for  Minnetonka  Ii 
which  includes  Cal 
Klein  Cosmetics.  T 
acquisitions  gave  I 
lever  a  splashy  debu" 
U.  S.  cosmetics,  mak 
it  No.  3  at  departmi 
store  counters  and 
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Ready  to  say  Uncle? 


Frustrated  by  the  failure  to  hold  the  line  on  soaring  health  care 
costs,  many  business  leaders  are  calling  for  some  type  of  national 
health  plan.  Who  can  blame  them? 

As  it  stands,  we  now  spend  131%  more  per  citizen  on  health  care 
than  Japan.  For  every  $2  of  operating  profits,  U.S.  corporations  pay 

close  to  $1  for  health 
benefits. 

At  the  CIGNA 
companies,  we  believe  a 
national  health  plan  is 
not  the  answer.  But  we 
do  agree  a  fundamental 
change  is  needed.  And 
we've  responded  with 
Integrated  Managed 
Care. 

Unlike  earlier  cost- 
containment  measures, 
which  were  effective 
but  too  narrow  in  focus, 
it  targets  a  company's 
entire  medical  expense. 
Through  a  long-term 
partnership  with  each  of  our  clients  and  local  providers  of  medical 
services,  it  helps  to  both  check  skyrocketing  medical  costs  and 
deliver  quality  care.  One  of  our  clients,  for  example,  projects  a 
savings  of  $200  million  over  three  years. 

For  information  write  the  CIGNA  Companies,  Dept.  RC,  1600  Arch 
Street,  Philadelphia,  PA  19103.  You'll  find  we  have  many  interesting 
things  to  say.  Uncle  isn't  one  of  them. 


We  get  paid  for  results^ 


Noiv  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  i<nows  more  about 
copiers  than  customer sf 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 

customers  are  telling  us  that  we're  *l  in  customer  satisfaction,  in  reliability 
in  service,  in  copv  quality. 

loin  the  Kodak  copier  family  of  customers  who  are 
'     not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's  a  great  way  to 
save  on  every  Kodak  copier 

Call  for  details:  1 800  255-3434,  Ext.  152. 


The  new  vision  of  Kodak 


nan  Kodak  Company.  1989 


arketin 


ping  its  clout  in  mass-market  toiletries. 

Sources  close  to  Unilever  say  a  big 
reason  for  the  push  into  cosmetics  was 
that  it  was  one  market  that  archrival 
P&G  wasn't  in.  That  didn't  last  long.  In 
September,  p&g  said  it  would  buy  Xoxell 
Corp.,  makers  of  Cover  Girl  cosmetics, 
in  a  stock  swap  worth  §1.3  billion. 
HIGH  ROAD,  LOW  ROAD.  The  two  Compa- 
nies are  approaching  cosmetics  in  differ- 
ent ways.  P&G  is  sticking  to  what  it 
knows  best  by  buying  a  mass-market 
brand.  Unilever  is  focusing  on  the  high- 
margin — and  high-risk — upscale  market, 
where  product  launches  routinely  cost 
hundreds  of  millions  of  dollars.  But  both 
are  no\-ices  in  the  field  and  must  now 
learn  to  market  more  image- 
oriented  products  than  soap 
or  toothpaste.  "We've  got  to 
learn  how  to  be  effectively 
competitive  in  product  catego- 
ries where  aesthetics  are  so 
important  to  the  consumers' 
choices."  says  Edwin  L. 
Artzt,  p&G's  vice-chairman 
and  CEOdesignate. 

For  Unilever,  the  prospect 
of  yet  another  bout  with  P&G 
must  seem  depressingly  fa- 
miliar. Lever  Brothei-s  has 
been  battling  P&G  since  be- 
fore World  War  I.  P&G  began 
a  long  string  of  \ictories  in 
the  late  1940s,  when  its  Tide 
bounced  Unilever's  Lux 
Flakes  out  of  the  Xo.  1  posi- 
tion in  soap  powders.  Those 
roles  were  revei-sed  overseas, 
though,  where  Unilever's  un- 
usual Anglo-Dutch  structure 
gave  it  a  multinational  cul- 
ture and  helped  it  become  one 
of  the  first  true  global  mar- 
keters. Unilever  has  sold  Sun- 
light soap.  Rama  margarine, 
and  scores  of  other  product- 


and  prospects,  set  unrealistic  profit  ob- 
jectives, forcing  Lever  managers  to 
slash  ad  spending  and  prices  just  as 
Procter  and  other  competitors  were 
spending  heavily  to  introduce  new 
brands. 

Once-strong  Unilever  brand  names 
such  as  Rinso  and  Breeze  withered 
away.  And  the  food  division  was  plagued 
by  an  inefficient  distribution  system  and 
runaway  costs  at  its  outmoded  marga- 
rine plants.  "Unfortunately,  the  U.  S. 
got  to  know  Unilever  through  a  pretty 
unsuccessful  subsidiarj-,"  says  Da\id  0. 
Williams,  a  former  Unilever  executive 
who  is  now  a  principal  at  New  England 
Consulting  Group.  CuiTent  Unilever  e.x- 


UNILEVER'S  U.S.  OPERATIONS 

LEVER  BROTHERS 

Longtime  U.S.  arm  formerly  responsible  for  all  food,  household,  and 
personal  products.  Now  handles  only  laundry  and  soap  products,  includ- 
ing Surf,  Snuggle,  Wisk,  Dove,  and  Lifebuoy 

CHESEBROUGH-POND'S 

Acquired  in  1987  for  $3.1  billion.  Sells  personal-core  items  and  cosmet- 
ics including  Pepsodent,  Vaseline,  Pond's,  Q-tips,  and  Faberge 

ELIZABETH  ARDEN 

Acquired  in  August,  1989,  along  with  Faberge,  for  a  total  of  $1 .5  bil- 
lion. Products  include  Visible  Difference  cosmetics,  Elizobeth  Taylor's 
Passion  perfume,  Emo  Laszio  skin  core,  and  Red  Door  salons 

CALVIN  KLEIN  COSMETICS 

Acquired  from  Minnetonko  for  $306  million  in  July,  1989.  Will  run  as  a 
separate  division  selling  Eternity  and  Obsession  fragrances 

THOMAS  J.  UPTON 

Acquired  in  1937.  Maker  of  Upton  teas,  dried  soups,  and  other  foods 
VAN  DEN  BERGH  FOODS 

Formerly  a  division  of  Lever  Brothers.  Markets  foods  including  Promise 
and  Imperial  margarines  and  Mrs.  Butterworth's  syrups 

RAGU  FOODS 

Formerly  part  of  Chesebrough- Pond's.  Maker  of  Rogu  spaghetti  sauce 

DATA:  COMPANY  REPORTS 


throughout  Europe  and  Africa  since  it 
was  formed  in  the  1930  merger  of  Brit- 
ain's Lever  Bros.  Ltd.  with  Holland's 
Margarine  Union  Ltd.  Part  of  the  com- 
pany's worldwide  success  rested  on  its 
decentralized  management:  Headquar- 
ters usually  let  local  executives  run 
things  as  they  saw  fit.  Now,  the  S33 
billion  conglomerate  has  .500  subsidiaries 
in  some  75  countries. 

Unilever  was  even  more  hands-off  in 
the  States  than  elsewhere.  That  ap- 
proach worked  well  with  Thomas  J.  Lip- 
ton  Inc.,  the  maker  of  tea  bags  and  dried 
soups  that  Unilever  acquired  in  1937. 
But  th--'  competition  is  a  lot  tougher  in 
soap  su'i.-  than  in  tea  bags.  Lack  of  at- 
tention backfii-ed  at  Lever  Brothers, 
which  handled  most  of  Unilever's  U.  S. 
business.  Headquarters,  which  was  out 
of  touch  with  Lever's  real  performance 


ecutives  declined  to  be  inteniewed  for 
this  ston,". 

After  Lever  Brothers  lost  a  total  of 
SlOO  milhon  from  1981  to  1986,  Unilever 
decided  it  was  time  to  take  a  more  active 
role  in  its  U.  S.  operations.  Michael  R. 
Angus,  now  one  of  three  Unilever  co- 
chairmen,  came  to  the  States  in  1980  to 
help  get  the  U.  S.  businesses  in  shape. 
Angus  and  his  successor,  Morris  Ta- 
baksblat,  essentially  dismantled  Lever 
Brothers,  stripping  the  perpetual  lag- 
gard of  everjlhing  but  household  prod- 
ucts. To  shore  up  Lever's  ailing  person- 
al-products di\ision,  Angus  folded  it  into 
Chesebrough-Pond's  Inc..  a  1987  acquisi- 
tion that  makes  such  brands  as  Pond's 
cold  cream  and  Vaseline  Intensive  Care 
skin  lotion.  Last  year,  Unilever  spun  off 
Lever's  food  di\ision  into  a  separate  unit 
called  Van  den  Bergh  Foods. 


Each  division  now  reports  directly 
Europe  instead  of  to  an  inter\-ening  h 
er  of  bureaucracy.  That  means  quick 
pickup  in  the  U.  S.  of  ideas  that  ha 
worked  elsewhere.  Almost  evervthi 
about  Snuggle,  for  example,  duplieat 
the  parent's  European  version  of  t 
product,  down  to  the  teddy  bear  in 
ads.  And  in  March,  Van  den  Ber 
launched  Promise  Extra  Light,  a  vege 
ble  spread  with  half  the  fat  and  calor 
of  margarine.  The  product  uses  a  gela  1 1 
technology-  perfected  in  Europe  that 
proves  the  taste  and  texture  of  low- 
spreads.  It  also  is  part  of  Unilever's 
surgence  in  the  U.  S.  margarine  mark  : 
where  it's  now  No.  1,  with  a  31/f  sha 
up  from  No.  3,  with  23''' .  f 
years  ago. 

Today,  Unilever  commar 
a  257c  share  of  the  ovei 
U.  S.  household-product.<  m 
ket,  up  fromi  15^'c  in  19b0, 
cording  to  Jay  H.  Freedm| 
an  analyst  at  Kidder, 
body  &  Co.  That's  subst, 
tially  less  than  P&G's 
share,  but  more  than  Colg^ 
Palmolive  Co.'s  13%  chu 
North  America's  contributj 
to  Unilever's  overall  ope^ 
ing  profit  has  increased 
from  1985,  to  §509  mii 
j  (chart).  And  better  U.  S. 
j  formance  has  helped 
I  Unilever's  overall  operatj 
profit  margins  from  5.69?| 
1985  to  an  estimated  9% 
year.  Those  gains  are  put 
pressure  on  P&G.  "Unile 
has  gotten  its  act  togetj 
and  has  forced  Procter  to 
up  its  socks,  too,"  says  anj 
ecutive  at  one  of  P&G's  f 
agencies. 
Unilever  must  prove  it 

 !  do  as  well  in  the  eihei 

world  of  perfume  and  makeup, 
choosing  upscale  cosmetics  instead 
the  mass-market  products  P&G  opted| 
in  Noxell,  Unilever  has  headed  for 
efied  territory.  But  analysts  note 
the  so-called  prestige  segment  is 
ing  by  10''c  a  year — double  the  growl 
mass-market  lines. 

To  make  the  most  of  its  acquisiti| 
Unilever  needs  to  get  organized 
Handling  so  many  brands  can  be  con 
ing  and  costly.  This  fall,  for  exar 
Cahin  Klein,  Passion,  and  Elizabeth| 
den  each  launched  a  men's  fra^ 
which  competed  with  each  other, 
can  be  sure  that  will  never  had 
again,"  says  Allan  G.  Mottus,  an  in| 
tn,"  consultant.  Nor,  if  Unilever  h£ 
way,  will  its  U.  S.  businesses  agai 
resigned  to  defeat  at  the  hands  of 
By  Walecia  Konrad  in  Xew 
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Wecouldiftgiveihenewlmperial 
diebest  owner  care, 
ifwediclrfthaveover60years 

r-  n      Simply  stated,  Chrysler^  Crystal  Key  protection  is  the  nwst  com-  . 

prehensiveof  any  luxury  sedan.  Not  even  Rolls  Roycfe  or  Mercedes  can 
claim  a  better  warranty  It  even  covers  items  such  as  air  conditioning, 
•  equipment  and  sophisticated  electronic  components.  * 

^  ^       If  the  new  Imperial  is  starting  to  sound  rather  exceptional,  remein-  ■ 

ber  we  don't  exactly  bring  out  a  new  one  every  day  And  we  have,  after  all,  been 
engineering  this  one  for  over  60  years.  There  is  still  no  luxury  without  engineering. 

.     f    Chrysler^  Crystal  Key  Ptogram        .  ' 


BASIC  CAR  DEDUCTIBLE  OUTER  BODY 

Santy       major         youpay      powertrain/  "^^"s'}" 

Covers  entire  COMPONENTS      FOR  REPAIR       „  ENGINE  THROUGH 

car  except  PROTECTION         ot  major         PROTECTION  PROTECTION 

normal  upkeep  components   


CHRYSLER 
IMPERIAL 


5  YEARS/ 
50,000 
MILES 


5  YEARS/ 
50,000 
MILES 


ROLLS  ROYCE  3  YEARS/  3  YEARS/ 
CORNICHE       UNLIMITED  UNLIMITED 


MERCEDES         4  YEARS/ 
BENZ  50,000 
560  SEL  MILES 


CADILLAC 
SEDAN 
DEVILLE 


LINCOLN 
CONTINENTAL 


4  YEARS/ 
50,000 
MILES 


4  YEARS/ 
50,000 
MILES 

4  YEARS/ 
50,000 
MILES 


$100  AFTER 
1  YR./12,000 
MILES 


7  YEARS/ 
70,000 
MILES 


3  YEARS/ 
UNLIMITEQ- 


4  YEARS/ 
50,000 
MILES 

4  yeArs/ 

50.000 
MILES 


7  YEARS/ 
100,000 
MILES 


3  YEARS/ ; 
UNLIMITED; 


4  YEARS/ 
50,000 
MILES 

6  YEARS/ 
100,000 
MILES  , 


6  YEARS/       $100  AFTER       6  YEARS/         6  YEARS/ 
60000        1  YR./12,000        60,000  '  100,000 
MILES  MILES  MILES  MILES 


Available  at  your  Chrysler-Plymouth  Dealer.  I  21  1  "  *  ' 

TheielsNoLuxuryVWthout  Engineering. 


aee  uiiuicu  «i  Based  on  competitive  warranty  information  at  tune  pf  printing.  . 
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ADMINISTRATION! 


PEAK  SOFTLY  AND  CARRY 
BIG  RIGHT-WING  AGENDA 


licitor  General  Starr  pushes  conservative  causes  with  little  to-do 


rhe  Reagan  Administration  never 
missed  a  chance  to  press  its  social 
agenda  in  tlie  courts  with  consider- 
i  fanfare.  On  the  Htmus  test  of  abor- 
1,  Charles  Fried,  Reagan's  Solicitor 
leral,  went  before  the  U.  S.  Supreme 
irt  to  argue  that  it  should  overturn 
landmark  1973  opinion  upholding  a 
nan's  right  to  choose.  But  when  the 
h  court  revisits  the  issue  on 
/.  29,  George  Bush's  Solicitor 
leral,  Kenneth  W.  Starr,  won't 
out  in  front.  Starr  wants  to 
abortion,  and  he  attacks  the 
I  that  a  fundamental  right  to 
/acy  exists — the  basis  on 
ch  abortion  was  legalized.  But 
rr  does  so  quietly — in  briefs 
t  are  as  sweeping  as  his  prede- 
sor's. 

t's  a  subtle  difference,  but  an 
ortant  one.  With  George  Bush 
kpedaling  from  the  excesses 
Reaganism,  the  43-year-old 
rr  has  the  job  of  putting  a 
ier,  gentler  face  on  the  Ad- 
istration's  legal  philosophy — 
the  while  adhering  to  an  ar- 
tly  conservative  line.  As  the 
sident's  chief  courtroom  advo- 
Starr  will  shape  the  govern- 
it's  legal  strategy  in  all  cases 
high  court  reviews.  How  well 
former  federal  appeals  judge 
Is  it  off,  experts  say,  could  tell 
3ther  Bush  will  nominate  him 
a  future  spot  on  the  Supreme 
irt.  It's  a  job  he  has  been 
ned  for  since  1975,  when  he 
/ed  as  clerk  to  former  Chief 
tice  Warren  E.  Burger. 
iXH  JUSTICE.  Starr's  task  is  a 
cate  balancing  act.  He  must 
:ore  the  high  court's  confi- 
ce  in  the  office  of  the  Solicitor 
leral,  a  129-year-old  institution  that 
been  run  by  such  legal  luminaries  as 
Tier  President  and  Chief  Justice  Wil- 
1  Howard  Taft,  Justice  Thurgood 
rshall,  Watergate  prosecutor  Archi- 
i  Cox,  and  Starr's  former  appeals 
rt  colleague,  Robert  H.  Bork.  Tradi- 
lally,  the  solicitor  has  been  regarded 
the  Tenth  Justice,  with  an  office  at 
Supreme  Court.  The  nine  justices  of- 


ten look  to  the  solicitor  for  help  on 
which  cases  to  review,  and  on  how  to 
rule,  by  seeking  friend-of-the-court 
briefs  in  cases  to  which  the  government 
is  not  a  party.  Yet  the  solicitor  is  a  politi- 
cal appointee  who  must  do  the  legal  bid- 
ding of  the  President. 

Reagan's  Justice  Dept.  left  Starr  with 
lots  of  problems  to  fix.  Rife  with  conser- 


vative zealots,  it  favored  political  expedi- 
ence over  judicial  precedents,  as  in  the 
abortion  cases.  "There  was  a  tendency 
for  the  Justice  Dept.  to  inject  itself  into 
Supreme  Court  cases"  to  support  its  po- 
litical agenda,  says  Andrew  L.  Frey, 
who  worked  in  the  Solicitor  General's 
office  from  1972  to  1986.  Responds 
Fried:  "We  had  a  picture  of  where  the 
law  ought  to  be  moving.  And  in  a  very 


scholarly  and  appropriate  way  we  urged 
that  view."  While  sidestepping  criticism 
of  his  predecessors,  Starr  vows:  "If  it 
comes  down  to  losing  the  case  or  being 
completely  honest  and  forthright,  there 
is  no  choice.  We  have  to  maintain  com- 
plete credibility  with  the  court." 

Keeping  that  promise  will  test  Starr's 
nerves — and  political  acumen.  As  he  jug- 
gles some  hot  potatoes  this  fall,  Starr  is 
expected  to  hew  to  a  more  restrained 
line.  Says  Bork:  "I  would  guess  Ken's 
experience  is  going  to  be  like  mine.  The 
Attorney  General  never  got  involved." 
Many  key  cases  pit  individual  privacy 
rights  against  "governmental  interests," 
with  Starr  often  siding  with  the  govern- 
ment. In  the  first  right-to-die  case  to 
reach  the  Supreme  Court,  to  be  argued 
on  Dec.  6,  Starr  is  backing  Missouri 
against  parents  claiming  that  their  co- 
matose daughter's  privacy  rights 
entitle  them  to  cut  off  her  medi- 
cal care.  And  in  a  criminal  case 
challenging  the  government, 
Starr  has  backed  law  enforce- 
ment officials  seeking  broader  po- 
lice powers  on  foreign  soil  than  in 
the  U.  S.  The  case  concerns  a 
search  without  a  warrant  at  the 
home  of  a  Mexican  facing  U.  S. 
drug  charges. 

Still,  Starr  already  has  disap- 
pointed some  colleagues.  In  his 
first  Supreme  Court  argument 
this  term,  he  backed  a  federal 
judge  who  held  members  of  the 
Yonkers  (N.  Y.)  city  council  in 
contempt  for  failing  to  approve  a 
court-ordered  desegregation  plan. 
Conservatives  had  criticized  the 
contempt  ruling  as  going  too  far. 
Yet  they  seem  unwilling  to  attack 
Starr  personally.  "I'm  not  going 
to  criticize  him  because  he  follows 
the  President's  woolly,  amor-> 
phous  views,"  says  Bruce  Fein,  a 
Reagan  Justice  Dept.  official. 
"There  isn't  any  doubt  that  Ken 
Starr  is  a  judicial  conservative." 
HEADSTRONG.  Conservative  or 
not,  Starr  has  an  independent 
streak.  In  983,  while  executive 
assistant  to  then-Attorney  Gener- 
al William  French  Smith,  Starr 
was  among  the  Justice  dissidents 
who  opposed  the  Reagan  Admin- 
istration's argument  that  Bob  Jones  Uni- 
versity shouldn't  lose  religious  tax  bene- 
fits solely  because  it  discriminated 
against  minorities.  And  as  a  member  of 
the  Lawyer's  Club,  a  Washington  social 
group,  Starr  urged  members  to  change 
the  club's  policy  of  not  admitting  wom- 
en. When  he  failed,  he  quit.  Starr  down- 
plays his  independence:  "I  don't  think  I 
am  a  revolutionary  or  a  counterrevolu- 


.  AFFAIRS 


BUSINESS  WEEK/NOVEMBER  27,  1989115 


Scott  Phillips  and  Don  Lewandowski.  partners. 
Maxfly  Aviation.  Inc. 


Industry  experts  shook  their 
heads  when  youthful  pilots  Scott 
Phillips  and  Don  Lewandowski 
set  out  to  break  into  the  tight-knit 
world  of  corporate  aircraft  sales. 
The  marketing  of  private  airplanes 
was  a  business  dominated  by  big 
players  with  big  capital  — and  an 
average  of  30  years"  experience. 

The  difference 
the  rigtit  computer 
support  and  equipment 
canmal(e. 

HH^^^H  Then  ComputerLand 
was  able  to  give  Don  and  Scott 
an  edge  the  big  boys  didnt  have. 
A  unique  database  system  run  on 
IBM  PS/2  computers.  With  it, 
Maxfly  Aviation  can  track  every 
plane  ever  made  in  the  categories 
they  sell  — right  down  to  the 
number  of  hours  it  has  flown  and 
the  avionics  on  board.  And  a 
Maxfly  salesperson  can  pull  that 
information  up  at  a  moment's 


How 
ComputerLand 
turned  a  fleet  of 

IBM  PS/2 
compute!^  into  a 
unique  sales  tool. 


"ComputerLand 
wasn't  just 
selling  us;  they 
were  with  us  for 
the  long  haul." 


Scott  Phillips. 
President. 
Maxfly  Aviation. 


notice  when  discussing  options 
with  a  prospective  buyer. 

ComputerLand  Account 
Representative  Don  Bibb  chose 
IBM  computers  for  the  Maxfly 
system  because  "continuity  and 
reliability  were  key  for  them.  With 
IBM  computers,  they  got  state-of- 
the-art  quality,  and  a  company  that 
would  be  able  to  keep  up  with 
their  growth!' 

From  a  home  business 
to  a  $24  million  operation. 

^^^■I^HH  With  the  help  of  their 
one-of-a-kind  computer  system, 
Maxfly  Aviation's  sales  have  nearly 
tripled  over  the  last  three  years, 
and  it's  been  ranked  among  the 
100  fastest-growing  companies  in 
southwest  Florida?  What's  next 
for  these  high-fliers?  International 
sales,  says  Scott.  Bigger  jets  and 
commercial  planes,  says  Don.  In 
any  case,  ComputerLand  has  made 
sure  the  sky  won't  be  the  limit. 


ComputerLand 

Business  to  business.  Person  to  person. 

)  1989  ComputerLiind  Corporaiion.  IBM  and  Personal  System/2  are  registered  trademarks  of  International  Busmess  Machines  Corporation. 

'Business  View  MaGo:ine.  May.  19HH 


If  you  like  these 
numbers... 


Twentieth  Century  Growth  Investors 


Average  Annual  Total  Return  as  of  September  30.  1989 

52.2"  22.3'  2fXT  28.1' 


1  Year 


5  Years 


lOYeare 


ISYeare 


Call  this  number: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate  and  redemption 
value  may  be  more  or  less  than  original  cost.  For  complete 
information  about  Twentieth  Century,  including  charges 
and  expenses,  call  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefjdly  before  investing. 


P.  0.  Box  419200,  Kansas  City.  MO  64141-6200 


No -Load  Mutual  Funds 


Project  Management: 
Art,  Science  or  Bull? 

Running  a  project  well  demands  a  ___J^i_ 
special  blend  of  make-it-  '°'  ' 

happen  skills.  No 
manager  can  bring  it 
all  together  consis- 
tently by  depending  on 
intuitive  artistry,  rigid 
technique,  or  enthusiastic 
hoorays  and  hoopla. 

What's  it  like  in  your 
company?  How  well  are 
your  projects  running? 
How  sure  are  you  that 
you  are  receiving  the  quality  information 
needed  to  understand  issues,  make 
judgements,  choose  among  alternatives? 

Disciplined  project  management  is  an 
intelligent  framework  in  which  to  judge 
progress,  ask  questions  and  verify  answers. 


As  the  leading  developer  of 
project  management  software,  we'd  like 
to  send  you  our  free  booklet:  "Making  It 
Happen:  A  Senior  Executive's  Guide  to 
Project  Management. " 

Because  the  future  is  too  important  to 
let  it  happen  by  itself. 


Help  me  "make  it  happen." 
Please  send  me  your  FREE  booklet. 


Njme_ 
Title 


Company. 

Address  

City  


_State_ 


-Zip. 


PRIMAVERA  SYSTEMS,  INC. 

Proiect  Management  Software 
Two  Bala  Plaza,  Bala  Cynwyd,  PA  19004 
(800)  423-0245  •In  PA  (215)  667-8600 

FAX:  (215)  667-7894 
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tionary.  I  am  pretty  traditionalis 
Indeed,  his  background  is  conventi 
al.  The  son  of  a  Baptist  minister,  St 
grew  up  in  South  Texas.  He  earnec 
master's  degree  in  political  science  fr 
Brown  University  and  a  degree  fr 
Duke  University  law  school  before  cle 
ing  for  a  federal  judge  in  Miami 
then  joined  Los  Angeles'  Gibson,  Dv 
&  Crutcher,  a  prominent  Republican  1 
firm.  There  Starr  helped  such  giants 
Pfizer  Inc.  and  Twentieth  Century-f 
Film  Corp.  maneuver  through  the  fed 
al  government's  regulatory  mazes. 

His  rise  as  a  private  lawyer  was  int 
rupted  in  1981,  when  former  law  part 
and  then-Attorney  General  Smith  tap 


'I  (ion't  think  I  am  a 
revolutionan^  or  a 
counterrevolutionary.  I  an| 
pretty  traditionalist' 


Starr  as  his  top  aide.  Starr  interviev 
Sandra  Day  O'Connor  before  Reaj 
nominated  her  for  the  Supreme  Courl 
1981.  Two  years  later,  Reagan  nomir 
ed  Starr  to  a  seat  on  the  U.  S.  Court 
Appeals  for  the  District  of  Columbia  ( 
cuit,  a  key  springboard  to  the  Supre 
Court.  Reagan  twice  turned  to  the 
peals  court  when  nominating  Bork  i 
Douglas  Ginsburg,  neither  of  wh 
made  it  all  the  way  through. 

As  a  judge,  Starr  came  under  fire 
a  1987  ruling  that  held  the  Washingi 
Fire  Dept.'s  affirmative  action  plan 
gal.  "I've  never  seen  such  a  ger 
dering  of  facts  to  achieve  a  result 
fore,"  says  George  Kassouf,  direct©: 
the  Alliance  for  Justice's  Judicial  Se 
tion  Project.  At  Starr's  Senate  confi 
tion  hearings  for  his  current  post, 
souf  said  some  of  Starr's  opini 
"evidenced  an  insensiti\ity  to  the  ri 
of  minorities" — though  Starr  works 
his  off  hours  for  the  mentally  retan 

Starr  pleased  liberals  when  he  co-a: 
ored  an  opinion  overruling  a  libel  ju 
ment  against  The  Washington  Post 
tained  by  former  Mobil  Corp.  Chairn 
William  P.  Tavoulareas.  And  his  e 
temper  and  quiet  demeanor  helped  1 
bridge  the  gap  as  the  once-liberal  fedf 
appeals  court  grew  more  eonservativ 

'That  ability  will  be  crucial  if  the  at 
tion  issue  becomes  an  albatross  for 
Republican  Party.  In  that  case,  St 
may  find  himself  caught  between  t* 
extremes  in  a  nasty  debate.  If  he  > 
handle  that,  he  may  find  his  own  s 
rising  along  with  that  of  his  office.  ; 

By  Tim  Smart  in  Washing' 


LEGAL  AF 


1 


NEW  LOOK. 
NEW  SERVICE. 

SAME 
PHILOSOPHY. 


One  thing,  however,  will  never 
change.  JALs  dedication  to  service 
and  punctuality. 

A  philosophy  that  makes  a  world 
of  difference. 


j4L 


Japan  Airlines 


A  WORLD  OF  DIFFERENCE. 


MOKING 

CRACK:  DRUG 
HB  ABUSE  HAS 
RAVAGED  FAMILIES 
OF  THE  IHHER  CITY, 
SWELLING  THE 
NUMBER  OF 
HOMELESS  AND 
ADDING  TO  THE 
DROPOUT  AND 
PRISON 
POPULATIONS 


4 


DRUG  PROGRAMS  1 


SOME  WINNING  MANEUVERS 
IN  THE  WAR  ON  DRUGS 


tStlBi 


IBIll 


While  mainstream  use  is  down,  the  hard-core  urban  habit  hangs  on.  But  some  strategies  are  workin 


Ji  sells 


rug  czar  William  J.  Bennett  calls 
illegal  drug  abuse  "the  enemy  of 
the  hour."  His  1989  National 
Drug  Control  Strategy  outlines  a  sweep- 
ing attack.  As  the  war  on  drugs  esca- 
lates, the  enemy  is  retreating — in  main- 
stream America  at  least.  The  task  for 
political  leaders  now  is  to  focus  help 
where  the  ])roblem  is  worst. 

First,  the  good  news:  According  to  the 
National  Institute  on  Drug  Abuse  (NIDA) 
survey  of  households,  the  number  of 
Americans  l  eporting  "current"  use  of  an 
illegal  drug — at  least  once  in  the  last  80 
days— dropped  37%  from  1985  to  1988 
(chart).  NIDA's  annual  survey  of  high 
school  seniors  mirrors  this  finding.  Opin- 
ion polls  find  rising  opposition  to  drugs. 

Away  from  the  mainstream,  however, 
a  drug  crisis  rages,  making  the  hard 
lives  of  the  inner-city  poor  far  harder. 
Intravenous  drug  use  is  now  the  largest 


single  source  of  new  AIDS  infections. 
"Boarder  babies"  born  to  drug-using 
mothers  are  a  sad  new  inner-city  trial. 
Minorities  are  disproportionately  hospi- 
talized for  drug-related  emergencies 
(chart).  Dealers  terrorize  poor  neighbor- 
hoods. Drug  use  is  closely  associated 
with  the  homeless,  school  dropouts,  and 
prisoners,  who  aren't  tracked  by  NIDA. 
DIMINISHING  RETURNS.  As  the  two-tier 
pattern  suggests,  drug  use  is  a  symptom 
of  complex  problems — dysfunctional  so- 
cial institutions,  lack  of  skills  and  oppor- 
tunities— that  call  for  complex  solutions. 
But  antidrug  policy  aimed  at  the  inner 
city  is  in  the  main  simplicity  itself:  more 
arrests,  stiff er  penalties.  "I  don't  hear 
Bennett  addressing  the  hard-core,  disen- 
franchised addict  except  through  law  en- 
forcement," says  Karst  J.  Besteman,  ex- 
ecutive director  of  the  Alcohol  &  Drug 
Problems  Association  of  North  America, 


a  professional  group.  "And  there's 
point  where  law  enforcement  loses  i 
effectiveness."  Certainly,  highly  pub 
cized  drug  busts  and  bulging  prisoi 
seem  but  a  frenzied  display  of  failure 

That  failure  could  itself  prove  destru 
five,  suggests  David  F.  Musto,  a  Ya 
Medical  School  physician  and  author 
The  American  Disease,  a  history  of  na 
cotics  control.  Musto  worries  that  mai 
stream  America's  fear  and  frustrati( 
could  lead  to  harsher  law  enforeeme: 
and  less  funding  for  treatment.  "IV 
fear,"  he  says,  "is  that  we'll  write  o 
these  communities  rather  than  suppo 
institutions  that  would  help  people 
them  behave  more  like  the  middle  class 

Yet  around  the  country  there  are  pe 
pie  with  a  more  hopeful  vision.  Comm 
nities,  noiiprofits,  and  local  agencies  a 
experimenting  with  promising  approaC 
es  in  drug-abuse  treatment,  preventio 
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local  law  enforcement.  Most  are 
est  in  scale;  few  are  proven  "mod- 
But  with  more  resources,  they 
d  be  nurtured,  tested,  and  perhaps 
ied  elsewhere.  Here's  a  sampling: 


miLIZING  A 
I6HB0RH00D 


DRUG  ABUSE 
IS  DECLINING. 


AMERICANS  LIVING 


im  Minkah  is  on  patrol  at  the  Prince 
Apartments  in  drug-ravaged  South 
as.  "Up  there,"  he  gestures,  "that 
,nt  sells  crack."  He  recognizes  a  pur- 
Cadillac  with  tinted  windows:  anoth- 
ealer's  car.  As  Minkah  takes  notes,  a 
lager  he  passes 
tily  gets  rid  of 
e  dope. 

inkah,  a  communi- 
jrganizer  and  ex- 
;k  Panther,  heads 
iN-Drug  Fighters, 
llective  of  20  black 

1  working  to  chase 
pushers  and  re- 

2  local  drug  abuse. 
i  other  grassroots 
ups  that  have 
mg  up  in  the  inner 
:s,  AMAN's  recipe  is 
:  citizen  law  en- 
;ement,  part  neigh- 
hood  self-help,  and 
t  appeal  to  racial 

community  pride. 


AMAN  patrols,  neighbors  keep  watch, 
and  posters  identify  dealers  in  the  hope 
that  publicity  will  drive  them  out.  Prince 
Hall  security  guard  David  Ramsey  says 
it's  working.  "Some  drug  dealers  have 
left  becau.se  of  aman,"  he  says. 

Police  street  sweeps  and  arrests  have 
escalated  in  the  inner  cities,  with  little 
impact  on  drug  abuse.  Some  observers 
blame  conventional  tactics,  where  offi- 
cers swoop  in  and  bag  their  prey.  That 
leaves  the  drug  trade  to  regroup — while 
neighbors  gripe  that  nothing  changes. 
But  in  a  scattered  few  places,  two  devel- 
opments may  be  breaking  that  stale- 
mate. One  is  the  sort  of  community  mo- 
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...BUT  THE  TOLL  IS 
HEAVY  ON  MINORITIES. 


COCAINE-RELATED 


0 

▲  PERCENT 


bilization  effort  aman  represents.  The 
other  is  a  law  enforcement  innovation 
called  "problem-oriented  policing." 

In  problem-oriented  policing,  officers 
analyze  and  address  community  issues 
rather  than  just  making  arrests.  That 
might  mean  getting  local  officials  to  fi.x 
sti-eet  lights  on  a  dark,  drug-dealing  cor- 
ner. Or  working  with  landlords  on  secu- 
rity issues.  Reducing  crime  is  viewed  as 
a  long-term  proposition.  The  best  ver- 
sions get  the  community  involved. 
FOOT  PATROLS.  Tulsa  police  have  taken 
the  concept  further  than  most.  Last 
year,  officers  were  put  on  foot  beats  in 
five  public  housing  projects  with  high 
rates  of  drug-related 
crime.  They  attended 
neighborhood  watch 
meetings,  consulted 
with  residents,  drug 
treatment  facilities, 
and  schools,  and  got 
city  bureaucracies  to 
act  on  problems  from 
zoning  violations  to 
vermin. 

Such  efforts  have 
won  the  police  a  strik- 
ing degree  of  confi- 
dence and  cooperation. 
In  one  housing  proj- 
ect, Seminole  Hills  'Vil- 
lage, tips  by  newly 
mobilized  residents  led 
to  20  search  warrants 


..AND  THE  CRIME 
NEXUS  TIGHTENS 


PERCENTAGE  OF  INMAnS 
IN  FEDERAL  PRISONS  FOR 


■SURVEY  OF  740 
METROPOLITAN  HOSPITALS 
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in  four  months,  150  cocaine  arrests,  130 
drug  evictions,  and  a  73%  drop  in  violent 
crimes. 

The  approach  has  its  skeptics.  Law- 
enforcement  traditionalists  pan  it  as 
more  social  than  police  work.  Michael  E. 
Clark,  who  heads  the  Citizens  Commit- 
tee for  New  York  City,  a  nonprofit  com- 
munity support  group,  says  problem-ori- 
ented policing  could  prove  to  be  "a 
public  relations  shuck-and-jive  act"  if  lo- 
cals aren't  brought  into  the  process. 
Clark's  group  has,  in  fact,  trained  prob- 
lem-oriented forces  around  the  country. 
But  it  also  teaches  local  groups  to  define 
and  address  drug-crime  issues,  to  pro- 
tect themselves  while  do- 
ing so,  and  to  know  when 
to  turn  over  the  job  to 
the  police. 

aman's  once-cool  rela- 
tions with  the  South  Dal- 
las police  are  warming. 
Recently,  aman  helped 
end  the  police  practice 
of  releasing  pushers — af- 
ter confiscating  their 
drugs — detained  by  the 
security  guards  landlords 
posted  to  do  most  after- 
dark  policing  of  the  area. 
"We're  happy  with  any 
help  we  can  get,"  says 
Levi  Williams,  director 
of  the  Dallas  Police 
Dept.  Office  of  Communi- 
t\'  Affairs. 

A.M.\N''s  work  goes  be- 
yond law  enforcement  to 
community-  rebuilding.  In 


est  philanthropy  serving  poor  children, 
opened  a  clubhouse  here,  Pottsburg  was 
the  most  feared  housing  project  in  Jack- 
sonville, Fla.  Many  of  its  250  brick  units 
were  drug  dens,  passing  cars  w^ere  at- 
tacked, shootouts  were  routine.  School- 
bus  drivers  threatened  a  boycott,  and 
police  officers  dared  not  enter  without 
plenty  of  backup.  But  the  new  club  has 
sparked  a  remarkable  renaissance.  And 
it  represents  Pottsburg's  best  shot  by 
far  to  steer  300  kids  from  teen  pregnan- 
cy, truancy,  and  drug  abuse. 

These  days,  "prevention  and  educa- 
tion" is  on  every  drug  warrior's  lips. 
There  was  Nancy  Reagan's  "Just  Say 


strongly  where  alternatives  are  f 
Can  a  children's  crusade  overcomt 
many  demons'?  The  Pottsburg  clubho 
doesn't  even  bill  itself  as  a  preven 
program  per  se.  But  help  with  ho 
work  is  a  big  draw.  "Before,  you 
struggled  in  school  by  yourself," 
Vince  Towns,  16.  Recreation — spo 
arts,  computer  instruction— also  p 
kids  off  the  streets.  Staff  members 
figures  of  adult  support,  win  affect 
trust,  and  respect.  Such  acti\ities  th 
selves  are  preventive:  They  pro\ 
structure,  direction,  and  a  counterwei 
to  the  new  sneakers,  radios,  and  ot 
blandishments  of  drug-dealing. 


i 

[ 


CHILDREN'S  I 
CLUB,  THE  BIGGECT 
CHALLENGE  MAY 
BE  CONVINCING 
KIDS  WHO  ARE 
SURROUNDED  BY 
THE  GHETTO'S 
CHAOS  THAT  THEIR 
CHOICES  IN  LIFE 
MAHER 


a  new  community  center,  amax  mem- 
bers talk  racial  pride  and  self-respect  as 
a  counter  to  drug  abuse.  A  job-training 
program  is  planned  for  next  year. 

But  it's  not  easy.  Minkah,  an  auto  me- 
chanic, pays  the  bills  himself.  Requests 
to  foundations  to  support  a  full-time  or- 
ganizer have  foundered,  and  amax  lost 
phone  service  last  summer  because  it 
couldn't  pay  the  bills.  Supporting  such 
home-grown  efforts  may  be  the  best  in- 
vestment a  war  on  drugs  could  make. 


A  CLUBHOUSE 
REBUILDS  A  COMMUNITY 


In  the  Puitsburg  Park  Boys  &  Girls 
Club,  Michael  Waters,  24,  is  a  wanted 
man.  At  every  step,  a  child  shouts  his 
name  and  pushes  schoolwork  at  him. 
Waters,  the  club's  director,  talks  and 
praises,  promising  field  trips  and  hand- 
ing out  quarters  for  video  games.  "Kids 
need  to  know  that  if  they  do  something 
good,  adults  will  notice,"  Waters  says. 

Two  years  ago,  when  the  Boys  Clubs 
of  America,  the  nation's  oldest  and  larg- 


No"  campaign.  There  is  the  Partnership 
for  a  Drug-Free  America,  a  three-year. 
$1  billion  public  interest  blitz  by  major 
advertising,  media,  and  communications 
firms.  Corporations  are  taking  the  mes- 
sage to  workers.  And  school-based  pro- 
grams are  proliferating. 
FAIL-SAFE.  E.xperts  debate  how  well  pre- 
vention programs  work.  Some  point  to 
declining  drug  abuse  as  proof  that  they 
do.  In  another  view,  prevention  is  fail- 
safe, with  public  opinion  turning  against 
drugs  anyway.  But  most  efforts  have 
focused  on  kids  in  middle-class  communi- 
ties, where  "experimentation  is  high  but 
the  frequency  of  serious  drug  problems 
is  relatively  low,"  says  Mathea  Falco,  a 
former  Assistant  Secretary  of  State  and 
author  of  Winning  the  Drug  War. 

In  the  inner  cities,  the  prevention  cam- 
paign faces  tougher  challenges:  convinc- 
ing children  surrounded  by  instability 
that  their  choices  in  life  matter,  or  pre- 
venting women  giving  birth  from  easing 
discomfort  with  crack.  And  although  the 
vast  majority  of  the  disadvantaged,  even 
in  the  worst  settings,  do  resist  tempta- 
tion, the  drug  culture  beckons  most 


Once  youngsters  are  hooked  on 
fun,  the  club  brings  in  "Smart  Moves, 
formal  prevention  program  for  high- 
kids  ages  10  to  15.  Seminars  and  r 
playing  games  emphasize  the  dangen 
drugs  and  teach  kids  to  resist  press 
to  use  or  deal.  And  Smart  Moves  ofi 
"a  safe  place  where  a  child  can  ask  I 
to  [cope]  with  a  relative  who  is  invol 
in  drugs,"  says  Gale  Barrett-Kavanal 
Boys  Clubs'  drug  prevention  directorf 

With  a  cost  under  $30,000  a  year 
staff  and  materials  at  each  site,  paid 
by  the  national  Boys  Clubs,  Sm 


m 


Moves  has  found  its  way  into  about  ^^i; 
of  the  organization's  1,200  sites  in  1 
years.  While  it's  too  early  to  gauge  lo 
term  impact,  an  early  assessment  by 
lumbia  University  social  work  resear 
er  Steven  Schinke  glows.  And  "porti' 
can  be  generalized  and  adopted  by  ot 
community  groups,"  he  adds. 

Schinke,  who  studied  Pottsburg 
other  housing  projects,  also  found 
clubs  become  rallying  points  for  adi 
and  promote  community  safety 
Pottsburg,  parents  began  helping  oul 
the  clubhouse  and  using  the  space' 
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Unm  JNov^  mere 
Were  Good  Reasons 
Fo  CallThem 
Briefcases 


Because  most  briefcases 
hat  look  and  work  great  at  first, 
tay  that  way  for  just  a  ''brief 
imountoftime. 

And  cases  that  were  sturdy 
ind  tough  werent  exactly  great 
ooking.  Until  now. 

Introducing  the  Samsonite® 
'Classic.  Proof  that  a  briefcase 
an  be  both  durable  and  attract- 
ve.  And,  briefly  here  are  some 
msons  why 

hi r  cover  and  detailing. 
L  briefcase  shouldn't  have  to 
)ok  like  a  tool  box  just  to 
and  up  to  wear  and  tear.  So 
'e  took  a  beautifully  crafted 
wering,  and  wrapped  it 
round  our  iron-tough  case, 
ind  areas  that  get  knocked 
round  the  most,  like  the 
Dmers  and  edges,  are  made 
■om  a  sturdy  yet  stylish  material  that  won't  become  frayed, 
'he  result  is  a  briefcase  you'll  be  proud  to  carry  that  can  take 

a  beating  for  a  long,  long  time. 
Recessed  latches.  Watching 
the  contents  of  your  briefcase 
fall  down  an  escalator  isn't 
exactly  a  great  way  to  start  a 
day  That's  why  our  latches 
are  recessed,  making  it  hard 
for  the  case  to  pop  open  or 
have  the  latches  knocked  off. 
bu'll  also  have  a  special  locking  system.  And,  our  exclu- 
ive  patented  right-side-up  feature  keeps  you  from  opening 
our  case  upside  down. 


Samsonite  Corporation 

Out  jull  length  hinge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
our  case  a  single  long  one  to 
make  it  sturdier  The  hinge 
rims  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  look  at  the  Classic*  and  other  Samsonite  brief- 
cases at  your  nearest  luggage  dealer  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agree  that  sturdiness 
and  style  can  be  easily  combined. 


Samsonite^ 

Our  Strengths  Are  Legendary  °' 


i 


J 


'i:r. 


The  closer  you  get  to  ISDN,  the  better  we  look. 


That's  because  when  it  comes  to  ISDN,  Fujitsu  Business  Communication  Systems 
has  put  it  all  on  the  line.  With  products  like  our  Fujitsu  FOeOO."  It's  a  family  of 
fully  compatible  voice/data  systems  that  expands  fi'om  100  to  10,000  lines  and  was 
designed  with  ISDN  in  mind.  It'll  meet  yom-  telecommunication  needs  now,  and 
when  you're  ready  to  take  advantage  of  ISDN,  you'll  have  a  fully  compatible  system. 
We'll  even  show  you  today  how  to  apply  ISDN  technology  in  your  business.  So 
when  ISDN  is  ready  to  roll,  you'll  have  all  its  benefits  with  a  system  customized  to  your  needs. 
Naturally  the  F9600  is  backed  by  nationwide  service,  support,  and 
training,  even  if  it's  part  of  a  multi- vendor  network.  About  what 
you'd  expect  from  a  company  that's  a  part  of  Fujitsu  Ltd.  A  $16  billion  global 
computer  and  telecommunications  leader  who  has  not  only  been  around  for  over 
50  years,  but  is  also  a  pioneer  in  ISDN  technology  So  call  or  wi'ite  us  at  3190 
Miraloma  Avenue,  Anaheim,  CA  92806. 1-800-654-0715.  And  let's  take  a  closer 
look  at  the  future. 


FUJITSU 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


C  1989,  Fujitsu  Business  Communication  Syst*?ms.  F9600  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 
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■H  SOCIAL 
WORKERS,  AND 
POLICE  HAVE 
TEAMED  UP  TO 
OFFER  YOUNGSTERS 
INDIVIDUALLY 
TAILORED 
TREATMENT  AND 
COUNSELING  FOR 
FAMILY  PROBLEMS 


meet  with  neighbors  and  the  police. 
They  demanded  better  hghting,  security, 
and  housing  improvements.  And  130 
cops  now  report  to  the  clubhouse  for 
weekday  roll  call.  Drug  dealing  and  vio- 
lent crime  have  plummeted,  and  there's 
new  optimism  in  the  air. 


A  TOWN 

POOLS  ITS  RESOURCES 


Anyone  giving  directions  to  the  new 
drug  rehabilitation  program  in  Bridge- 
port, Conn.,  warns  the  driver  to  lock  the 
car  doors.  Drug  dealers  buzz  across  the 
street.  Needles  and  crack  vials  dot  the 
sidewalk.  A  six-foot  cyclone  fence  sur- 
rounds the  compound  where  Youth  Eval- 
uation Services  (YES)  has  set  up  shop. 

But  there's  a  ray  of  promise  behind 
that  fence.  YES,  a  sophisticated  screen- 
ing center  that  matches  teenage  drug 
abusers  with  treatment,  is  the  linchpin 
of  an  ambitious  communitywide  anti- 
drug effort.  Throughout  the  greater 
Bridgeport  area,  corporations,  hospitals, 
schools,  and  local  police  are  pooling  re- 
sources in  an  experiment  that  aims  to 
combine  treatment,  prevention,  early  in- 
tervention, and  long-term  follow-up.  YES 
planners  expect  to  see  300  kids  in  this, 
the  program's  first  year,  and  ultimately, 
to  include  adults  as  well. 
DATA  GAP.  In  the  1980s,  treatment  was 
the  forgotten  battleground  of  the  drug 
war;  Public  funding  was  cut.  Facilities 
deteriorated.  Data  collection  suffered, 
and  tr-'utment  research  hit  a  nadir.  The 
result:  liOt  only  a  desperate  shortage  of 
treatment,  but  a  mismatch  between  new 
problems  and  available  care. 

Little  is  known  about  treating  inner- 
city  crack  addicts,  for  instance,  or  help- 


ing the  growing  numbers  of  poor  women 
with  serious  drug  habits.  Most  treat- 
ment clinics  are  narrowly  focused,  but 
substances  are  frequently  abused  in 
combination,  and  psychiatric  problems 
often  complicate  the  picture.  Many  hard- 
core abusers  need  more  than  treatment, 
perhaps  help  dealing  with  family  prob- 
lems or  job  skills.  But  rarely  do  social 
services  and  drug  programs  intersect. 

Bridgeport  planners  are  tackling 
many  of  these  issues.  They  are  trying 
for  more  coordinated  referral  and  more 
comprehensive  care.  Schools,  peers,  tru- 
ant officers,  social  service  agencies,  and 
police  departments  send  youngsters  to 
YE:s.  Families  join  in  for  counseling. 


Treatment  is  individua  u 
tailored.  Where  clini  ■ 
RIDGEPORrs         usually  make  their  o\  n 

diagnoses,  with  resu 
TEACHERS,  that  can  be  self-servir 

YES  assigns  all  patier 
to  outside  programs. 

"Before,  referral  w 
hit-or-miss,"  says  Rob( 
M.  Francis,  regional 
rector  of  Connecticui 
Children  &  Youth  S( 
vices   Dept.,   which  h 
bought  into  the  YES  s; 
tem.   Better  referral 
saving  money.   And  i 
the   network  expanc 
nev/  clinics  are  opening 
These  new  sites  a 
private,  and  the  cost 
such  care — easily  ov 
$10,000  per  resident! 
stay — is  out  of  reach 
most    Americans  wl 
need  it.  At  least  half  of  Bridgeport  ted 
agers  lack  private  health  insurance,  al 
medicaid  covers  few  treatment  servicf 
YES  can't  do  much  to  open  new  put 
clinics,  but  so  far,  private  ones  are 
cepting  nonpaying  YES  clients  in  hop 
of  future  referrals.  No  one  has  be 
turned  away. 

AFRAID  TO  KNOW.  Just  how  much  mo 
public  treatment  does  the  U.  S.  need? 
one  seems  to  know.  "The  need  is  so  e| 
dent,  people  are  afraid  to  collect 
data,"  says  William  Butynski,  who  heal 
the  National  Association  of  State  All 
hoi  &  Drug  Abuse  Directors.  The  N 
tional  Institute  on  Drug  Abuse  figUB 
about  2  million  habitual  users  need  treJ 


AITINGTO 
GET  INTO 
A  DRUG 
TREATMENT 
PROGRAM:  PUBLIC 
FACILITIES 
ARE  IN  SHORT 
SUPPLY,  WHILE 
PRIVATE  CARE  MAY 
RUN  ABOVE 
$10,000  PER 
RESIDENTIAL  STAY 
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'^We  talked  about  getting  a 
midrange  computer  but  ^vondere 

^Is  trus  the  end  of  our  PCs?' 
Tiirns  out  it  was  just  the  beginnin| 


With  an  IBM  AS/400 
your  PCs,  and  everything 
else,  can  work  better. 


^ou  can  run  a  \sh()lt'  hu-i- 
nf'-;i  on  personal  computer>.  and 
ma\})e  \ou  do. 

But  as  PCs  help  vour 
comj)an\  grow,  it  s  also  possible 
to  outgrow  them.  Or  at  least,  to 


outgrow  what  P( alone  can  do. 

That?  when  the  affordahlr 
IBM  Application  SystemAdO 
becomes  a  logical  next  step. 

The  \S/4(  )0  is  a  midrange 
computer  that  -tarts  for  as  little 
as  S2.5.(M  M  )  and  lets  vou  make 
choices  now — about  things  like 
software,  connectivity  and  power 
— that  won  t  fence  vou  in  later. 


(  Her  5.000  applications 
run  on  the  AS/400,  and  they 
were  designed  for  ?oK  ing  spec 
business  j)roblem-. 

So  if  \ou  re  an  autoparts 
dealer,  vou  can  find  software 
created  for  autoparts  dealers. 
Ditto  for  law  firms,  grocery 
stores,  travel  agencies  and  so  o 

Also,  the  AS/400  was 


r.  z'  i5f/  sa  'egistefedtradeiTid-'-      Ad-d  -cs:  d'  Sj-srer-  '^'v/^ 


wife 


designed  for  lots  of  users  (from 
a  few  to  hundreds)  and  for 
organizing  your  data  in  one 
central  place.  Which  helps  your 
people  keej)  in  touch,  with  their 
jobs  and  each  other,  and  helps 
you  respond  faster,  to  your 
customers  and  competitors. 

And  if  vouVe  wondering 
where  your  PCs  fit  in.  they  11  not 


only  work,  with  an  AS/iOO.  they'll 
be  improyed  by  it.  With  PCs  as 
terminals,  you  get  PC  and  AS/400 
power  combined,  and  your  PCs 
can  communicate  easily  w  ith  all 
the  other  AS/400  terminals. 
But  first,  communicate 

with  us.  To  learn   ^  ^® 

more,  call  1-  SI  — 

800-365-4IBM.  =:=^=  T  = 


ocial  Issues 


I 


ment  but  counts  only  260,000  public  or 
private  "slots"  for  them. 

Drug  Czar  Bennett  has  called  for  $685 
million  in  federal  treatment  spending 
next  year,  about  $240  million  more  than 
1989  levels,  plus  more  research  funds. 
Such  increases,  says  his  office,  could  ex- 
pand public  capacity  by  20%  annually. 
But  critics  call  that"  paltry.  In  1988,  the 
Presidential  Commission  on  AIDS  recom- 
mended that  the  federal  government 
spend  $15  billion  over  10  years  to 
achieve  "treatment  on  de- 
mand" for  intravenous 
drug  users  alone.  And 
many  abusers  don't  use 
needles. 

While  policymakers  de- 
bate how  much  is  enough, 
there  is  growing  agree- 
ment that  the  delivery  sys- 
tem itself  needs  rethink- 
ing— and  that  communities 
will  have  to  get  involved. 
Indeed,  in  an  effort  to 
seed  new  approaches,  the 
Robert  Wood  Johnson 
Foundation,  the  nation's 
largest  health  care  philan- 
thropy, has  launched  a  ma- 
jor antidrug  initiative, 
"Fighting  Back."  Last 
February,  citing  Bridge- 
port's expanding  effort  as 
an  early  model,  the  Prince- 
ton (N.  J.)  foundation  of- 
fered $26.4  million  in 
grants  to  support  a  dozen 
intensive,  communitywide 
efforts  to  reduce  the  de- 
mand for  drugs  and  alco- 
hol. It  will  look  hardest  at 
those  that  include  dropout  prevention 
programs,  job  training,  and  corporate  in- 
volvement. Turning  around  the  problem 
needs  help  from  the  feds — but  it's  also  a 
job  for  coordination  on  the  home  front. 


state  prison  bed.  Follow-up  studies  boast 
that  777c'  of  graduates  stay  clear  of 
crime  and  drug-free  for  three  years  af- 
ter they  are  released,  compared  with 
about  507'  of  similar  state  parolees. 
CAPTIVE  AUDIENCE.  The  connection  be- 
tween drugs  and  crime  is  tightening.. 
Drug  trafficking  and  possession  of- 
fenses swamp  courts  and  prisons.  In 
large  American  cities,  up  to  85%'  of 
arrestees  test  positive  for  drugs. 
The  corrections  system  thus  offers  a 


4     TArH  OUT 

COUNSELORS 
H  FOCUS 
ON  IMPROVING 
ATTITUDE, 
BEHAVIOR,  AND 
LIFESTYLE.  THAT 
MEANS  GETTING 
CONVICTS  TO  ADAPT 
TO  MAINSTREAM 
SOCIETY  AND  BUY 
INTO  A  WORK 
ETHIC 


A  REAL  CHANCE  FOR  A 
TURNAROUND 


In  the  tough  world  of  criminal  correc- 
tions, one  wing  at  New  York  State's  Ar- 
thur Kill  prison  stands  out.  In  neat  dor- 
mitory rooms  and  in  quiet  halls, 
prisoners  are  doing  their  jobs:  typing 
memos,  organizing  meetings,  mopping 
floors.  Here,  one  group  attends  an  orien- 
tation lecture.  There,  a  no-holds-barred 
encounter  group  is  in  full  sway. 

This  is  Stay'n  Out,  a  model  drug-treat- 
ment program  for  hard-core  criminal 
drug  abusers.  With  140  participants  at 
Arthur  Kill  in  Staten  Island  and  a  small- 
er group  in  a  New  York  women's  prison, 
there  are  long  waiting  lists  to  get  in  the 
program.  The  cost:  about  $8  a  day  over  a 


key  site  for  treatment  intervention — as 
well  as  an  unparalleled  opportunity. 
With  nearly  1  million  Americans  incar- 
cerated, a  large  chunk  of  the  nation's 
hard-core  drug  users  is  captive  for  an 
extended  time.  The  system  is  already 
spending  heavily  on  them.  And  the  link 
between  drug  rehabilitation  and  lower 
recidivism  rates  is  of  no  small  interest 
when  prisons  are  bursting  at  the  seams. 
Yet  prison  efforts  amount  to  deep-sea 
fishing  with  a  butterfly  net.  In  1987, 
11.17  of  prisoners  were  in  treatment, 
little  of  it  intensive  or  long-term. 

But  a  handful  of  state  prisons  have 
had  striking  results  with  group-living 
programs  such  as  Stay'n  Out.  Based  on 
residential  treatment  communities,  they 
isolate  participants  from  other  prisoners, 
reducing  the  influence  of  prison  culture 
and  enhancing  a  community  sense. 

Ronald  Williams,  a  former  heroin  ad- 
dict and  inmate  who  founded  Stay'n  Out 
11  years  ago,  says  its  focus  is  on  improv- 
ing self-esteem,  attitude,  and  behavior. 
That  means  getting  convicts,  most  with 


long  histories  of  drug  abuse,  failed  di|g 
treatment,  and  crime  to  adapt  to  mifi-  ' 
stream  society  and  buy  into  a  work  fh- 
ic — in  effect  "habilitating"  them  for  u 
first  time.  If  these  issues  are  addresn 
effectively,  "you'll  also  stop  us  t 
drugs,"  he  maintains. 

The  curriculum  is  whatever  work- 
service  classes  on  AIDS,  drugs,  alcol 
ism;  training  in  such  "life  skills"  as  I; 
to  look  for  a  job  or  open  a  bank  accoi'i 
Leadership  jobs  go  to  inmates  who  h  i 
performed  well.  Coun' 
ors  are  former  addicts  i. 
prisoners  who  beconit-  il 
models.  One,  Chat 
Cash,  a  Stay'n  Out  gr;ii: 
ate,  came  back  to  worl- 
Arthur  Kill  after  his  : 
lease.  Now  he  heads  m 
program's  orientation  uii 
At  the  heart  of  the  fo 
gram  are  confrontalK  c 
encounter  sessions  to  h  1 
self-awareness  and  w  > 
out  denial.  "Sometimes 
takes  that  to  show  a  |  :- 
son  the  depth  of  his  ma 
tive  behavior,"  s.; 
Alonzo  Whaley,  41.  lii'; 
cerated  since  1983,  he'  ; 
data  clerk  by  moniis 
works  with  Stay'n  ( lufi! 
the  afternoon,  and  la.': 
college  courses  at  niiii 
"People  change,"  he  sas 
OBLIGATION.  The  Jus: 
Dept.  funds  Stay'n  'i; 
and  several  other  d.'in 
stration  projects.  Yet  it-i 
all  emphasis  on  treatiin 
has  been  scant.  Assisu; 
Attorney  General  Richard  B.  Abell  ^t• 
it  as  "a  moral  obligation"  second  l: 
"getting  the  SOBs  off  the  streets" 
tackling  prison  overcrowding. 

Bennett's  national  strategy  lad; 
Stay'n  Out.  It  would  add  $200  millio/ii 
state  and  local  law  enforcement  "dv. 
grants"  and  more  than  double  fuiK^ij 
for  federal  prisons,  to  $1.5  billion.  ,u 
observers  expect  most  will  go  for  nr 
prisons,  with  little  for  more  treatme» 
Reliance  on  more  prisons,  thoilh 
looks  like  dead-end  spending.  It's  not  pi 
answer  to  rising  crime,  and  it  hal} 
solves  America's  drug  scourge.  Ind^ 
it  underscores  a  failure — of  focus  y 
imagination — that  plagues  federal  djij^ 
policy  in  general  and  threatens  to  tin 
demn  the  urban  poor.  Approaches 
rebuild  lives  and  communities,  and  lip 
people  take  responsibility  for  thu- 
selves,  promise  to  do  far  more. 

By  Elizabeth  Ehrlich  in  New  York,  i 
Lisa  Driscoll  in  Bridgeport,  Conn.,  Wi 
Green  in  Tulsa,  Antonio  Fins  in  Jackh 
viUe,  Fla..  and  Kevin  Kelly  in  Dallas 
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Japanese  Perfection 


In  Japan,  there  is  an  appreciation 
subdued  elegance.  It  is  a  taste  for  the 
erstated.  An  inner  calmness.  A  quiet 
ection  that  never  calls  attention  to 
[{-Wahi. 

And  it's  apparent  on  every  ANA  flight. 

In  the  way  we  maintain  our  fleet.  One 
le  newest,  most  modem  in  the  world. 

In  the  imaginative  way  we  plan  our 
lis.  The  finest  of  both  Eastern  and 
tern  cuisines. 

And  in  the  way  we  train  our  flight 
ndants  to  be  unobtrusive,  attentive, 
lerfectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.C's  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


SPECIAL  PACIFIC  BONUS  OFFER 

When  you  fly  First  or  Business  Class  on  ANA  from  Los  Angeles  to  Tokyo 

on  any  Monday  or  Tuesday  between  11-1-89  and  1-31-90, 
you  earn  a  valuable  gift  from  ANA.  For  more  details  see  your  travel  agent, 
corporate  travel  arranger  or  call  ANA. 


All  IMiPPan  Ainuaus 


ItWouldTa<eA 
Change  Of 
Inaudible  Ffoportions 
T)OuteiDwA 

I^cificBellCentiiex 
Phone  SystenL 


When  giants  of  industry 
require  a  telephone  system 
that  can  grow  and  change 
along  with  their  growing 
needs,  they  know  exactly 
which  system  to  use. 

They  use  the  Centrex 
system  from  Pacific  Bell. 


Because  the  simple  fact 
is,  no  company  has  ever 
grown  too  big  for  Centrex. 

With  Centrex,  you're  not 
just  plugging  into  your  own 
limited  hardware. 

Instead,  you're  plugging 
into  Pacific  Bell's  central 


offices,  which  have  virtually  f wloi 
unlimited  capacity. 

So  when  your  needs  growjtem 
and  you  need  more  lines 
and  features,  simply  give  us 
a  call  and  we'll  make  them 
available. 

We  can  even  link  together 


uipn 


I 


iw  locations. 
Unlike  any  other  phone 
stem,  there's  no  switching 
juipment  to  buy.  There's 
3thing  to  maintain.  And 
)thing  to  outgrow. 
Now,  we  can  tell  you  how 
)u  never  pay  for  more  lines 


than  you're  actually  using. 
Or  about  the  amazing  relia- 
bility of  Centrex.  Or  about 
it's  flexibility  to  accommo- 
date changes  both  in  busi- 
iness  and  technology. 

But  that's  another  big 
story  altogether 


To  learn  more  about  Pacific 
Bell  Centrex,  callyour  Pacific 
Bell  Account  Executive  or  an 
Authorized  Sales  Represen- 
tative for  Pacific  Bell. 

Were  making 
things  easier.. 


PACIFIC^^BELL 


In  Alberta, 
success  is  always 
in  good  taste. 


Maurice  O'Flynn  led  a  team  of 
Alberta  chefs  to  four  gold  medals  at 
the  1988  World  Culinary  Olympics 
in  West  Germany 


In  the  fast- 
changing  world  of 
food  processing, 
Alberta  entre- 
preneurs are 
creating  new  tastes 
to  meet  consumer 
preferences  and 
they're  achieving 
remarkable  success. 
Our  food  and  beverage 
shipments  approached  the 
$5  billion  mark  in  1988. 

Innovation  is  the  dominant 
theme  of  our  agricultural  industry. 

We  maintain 
the  largest 
livestock 
population  in 
Canada  and 
have  intro- 
duced new 
breeds  to  boost 
production. 
We've  diver- 
sified into  new  crops  like  canola  — 
in  the  equine  industry 
we  manufacture 
everything  hom 
horse  shoes  to 
pulsating  magnetic 
therapy  units.  And  we've 
earned  an  international 
reputation  in  the  field 


Alberta,  dynamic  and 
diverse,  has  one  of  North 
America's  most  productive 


economies. 


The  Masters  at  Spruce  Meadows  attracts  riders  to 
Alberta  to  compete  for  the  world's  largest  purse. 


of  embryo  transfer  and  genetics. 

In  Alberta,  youH  find  all  the 
ingredients  for  business  success. 
Abundant  raw  materials.  Compet- 
itively priced  energy.  One  of  the 
most  moderate  tax  regimes  in  Can- 
ada. And  a  free  enterprise  govern- 
ment that  is  committed  to  agricult- 
ural research  and  new  food  product 
development.  If  you'd  like  to  enjoy 
the  tastes  of  success  —  talk  to  us: 
Alberta  Economic  Da^elopnient  and  Trade, 
11th  Floor,  Sterling  Place,  9940  -  106  Street 
Edmonton,  Alberta,  Canada  T5K  2P6 
Telephone:  (403)  427-4809 
Telex:  057A2815 
Fax:  (403)  427-0610 

The  Government  of  Alberta  also 
maintains  offices  m  New  York  and 

Los  Angeles. 


Alberta,  strong  and  free. 

Canada  1*1 


130D-CA 


Otloer  co[)imarejnade  fojitbe  office.  Ours  are  made  for  people. 


HEDCEPEIH  PERRONEa  RWTNHS,  INC 


HEDGEPETH.  PERRONE  &  PARTNERS.  INC 


iiKix;iJi:ni.  I'tKRiivK  x  pvurxuis.  inc. 


Take  any  presentation    Change  the  color, 
graphic. 


HHKEPEm  PEWVESPTOK  PiC, 


Reduce  it  33%.        Re-proportion  it. 


■IB--- 

no  MM 

Wm   

1. 

1 

Highlight  important 
captions. 


MEIKIEI'ETII  PERROXE  X  PWTVERS,  t\C 


I  I 


Convert  it  to 
an  overhead. 


I'lmiiM  X  i'\kim;rs.  IXC. 


And  knock  out 
B&Wsat30cpm. 


Great  color 
on  plain  paper 
at  an  ajjbrmhle 

price.  / 


You've  just  previewed  the 
Panasonic^  digital  color  copier. 

Presenting  tlie  FP-Cl,  from  Panasonic. 
Because  it's  digital,  you'll  be  able  to  custom  tailor  graphics  for  every 
presentation.  Because  it  does  black-&-whites  at  30  copies  per  minute,  vou'll 
save  the  cost  of  a  second  copier  Because  it's  so  e;tsy  to  use,  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  h;LS  a  straight  paper  path  and 
proprietary-  color  transcription  teclinolog};  you'll  nave  few  paper 
j         jams  and  off- register  copies. 

Finalh;  because  it's  so  affordable,  you'll  justify  the  purchase  a  lot  easier 
_    than  you  would  digital  color  copiers  costing  around  $40,000. 

The  FP-Cl.  It  brings  a  touch  more  creativity  to  any  office. 
For  the  name  of  vour  nearest  Pan:isonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 

Copiers,  Computer's,  Printers.  Peripherals. 
Typeur iters  and  Facsimiles 


Panasonic 


Office  Automation/;?^''^^^^^! 


FP-Cl  IS  shown  accessonzed  <©  198').  ftinasonic  Office  AulonKiIinn 
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MANAGEMENT  I 


RED  POIING  SURE 
WON'T  HAVE  IT  EASY 


He'll  take  over  Ford  just  when  it  needs  turbocharging 


Listening  to  Ford  Chairman  Donald 
E.  Petersen,  you'd  think  replacing 
him  was  as  simple  as  replacing  a 
muffler.  Announcing  on  Nov.  10  that  he 
would  take  early  retirement  next  Mar.  1, 
he  said  Ford  Vice-Chairman  Harold  A. 
"Red"  Poling  would  move  up  to  the  top 
spot  for  three  years.  "We  agreed  five 
years  ago  that  we  were  going  to  be  as 
interchangeable  as  we  could  be,"  Peter- 
sen added.  "We've  succeeded  in  that." 

Poling,  too,  said  Ford  Motor  Co.  won't 
miss  a  beat  with  the  changing  of  the 
guard.  His  plans:  to  make  further 
strides  in  efficiency  and  quality  and 
keep  pushing  the  new  products  already 
on  the  drawing  boards.  "We've  concen- 
trated on  the  basics  of  the  business.  I 
see  no  reason  to  change  that." 

And  why  should  Poling  tinker  with 
the  Ford  money-making  machine?  Until 
this  year.  Ford  has  outearned  its  larger 
crosstown  rival.  General  Motors  Corp., 
for  three  straight  years.  Ford  is  the  only 
domestic  manufacturer  gaining  market 
share.  Its  share  of  the  U.  S.  passenger- 
car  market  amounted  to  212%  in  the 
first  10  months  of  this  year,  up  from 
21.5%  in  1988  and  18.27^  in  1986.  At 
35.1%,  GM's  share  is  down  a  full  percent- 
age point  from  last  year.  Ford's  Escort 
is  still  the  nation's  best-selling  car,  and 
its  F-series  pickup  the  best-selling  vehi- 


cle overall.  Ford's  overseas  earnings  are 
healthy,  thanks  largely  to  a  strong 
showing  in  Europe  (page  136).  Its  finan- 
cial-services profits  also  remain  robust. 

But  appearances  can  sometimes  be  de- 
ceiving: Poling  is  about  to  step  into  a 
maelstrom.  U.  S.  car  sales  are  softening, 
falling  4%  from  a  year  earlier  in  the  first 
10  months  of  the  year  and  24''!  for  the 
first  10  days  of  November.  Meanwhile, 
rising  output  from  new  Japanese  trans- 
plant factories  in  North  America  has 
contributed  to  a  glut  of  cars  and  ever- 
increasing  rebates.  What's  more,  Wash- 
ington is  contemplating  tougher  pollu- 
tion and  mileage  standards,  which  will 
hit  Detroit  hard. 

WEAK  LYNX.  Ford  itself  isn't  firing  on  all 
cylinders.  A  string  of  its  recent  new-car 
programs  have  been  over  budget  and, 
too  often,  have  not  sold  as  well  as  ex- 
pected. Its  current  lineup,  already  long 
in  the  tooth,  won't  be  replaced  anywhere 
nearly  as  quickly  as  the  Japanese  will 
introduce  new  cars.  Despite  advertising 
that  "Quality  is  Job  1,"  Ford  continues 
to  be  embarrassed  by  periodic  massive 
recalls,  such  as  a  Nov.  13  safety  recall  of 
about  1.5  million  1985-87  Ford  Escort 
and  Mercury  Lynx  cars,  to  fix  defective 
driver's  seats. 

The  problems  are  starting  to  show  up 
on  the  bottom  line.  Ford's  U.  S.  auto  op- 


glc  aitj 


erations  posted  a  loss  of  $37  million  ii; 
the  third  quarter,  as  rebates  and  othe 
incentive  costs  climbed  to  an  averagjes 
$800  per  vehicle.  The  obvious  questior 
Has  Ford  peaked?  A  growing  number 
stock  analysts  figure  the  carmaker's 
ry  days  may  be  behind  it.  Ford  rack© 
up  record  profits  in  each  of  the 
three  years.  In  fact,  in  1988,  Ford  repor^'t 
ed  the  highest  level  of  profits  ever  for 
U.  S.  car  company.  Net  income  reai 
$5.3  billion  on  revenues  of  $92.4  billioi 
But  this  year,  analysts  expect  earning 
to  be  off  by  more  than  15%,  with  litth 
improvement  in  1990. 

Beneath  the  specific  problems  is 
even  more  worrisome  undercurrent.  Su<|(( 
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THE  POTHOLES 
IN  FORD'S 
ROAD  TO  RICHES 


PROBE  GT 


A  hot  seller  when  introduced  in  the  spi 
of  1988,  the  turbo-charged  Probe  recej 
had  to  boost  its  rebate  to  $1,000  in  i| 
sponse  to  building  inventories.  | 


AEROSTAR 


It  has  had  a  hard  time  making  inroads 
against  Chrysler's  popular  minivans.  Ford's 
new  entry,  being  designed  jointly  with  Nis- 
san, won't  be  ready  until  1992. 
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THE  CORPORATE: 


may  be  fostering  complacency.  Phil- 
.  Benton  Jr.,  who  will  become  Ford's 
ident  when  Petersen  departs,  says 
ees  evidence  of  this  daily:  "People  at 
1  will  say,  'We  just  improved  our 
ity  15%  last  year.  What  more  do  you 
5  want?' "  Chrysler  Vice-Chairman 
lid  Greenwald  points  out  that  Ford 

the  one  taking  big  risks  on  design 
e  days,  as  it  did  with  its  bet-the- 
pany  gamble  on  the  aerodynamic 
fus  and  Sable,  which  made  a  debut 
he  mid-'80s.  Citing  GM's  futuristic 

minivans,  Greenwald  says,  "GM  is 
lably  more  of  a  risk  taker  today  than 
1  in  the  North  American  market." 
ot  so,  says  Poling.  "We  take  risks 


every  day."  A  case  in  point:  the  compa- 
ny's controversial  planned  acquisition  of 
Jaguar  PLC.  Ford  believes  the  .$2.-5  billion 
acquisition  will  give  it  entree  into  the 
luxury  end  of  the  market.  Analysts 
think  Ford  is  paying  too  much,  will  have 
to  invest  even  more  to  solve  Jaguar's 
problems,  and,  in  the  end,  may  dilute 
Jaguar's  prestige. 

Poling's  overall  agenda  is  already  set. 
He  will  pursue  Petersen's  plan  to  invest 
"substantially  more"  in  the  next  five 
years  in  its  automotive  operations  than 
the  $19  billion  spent  in  1983-88.  Much  of 
the  spending  will  go  to  new  products, 
particularly  engines,  where  Ford  badly 
lags  behind  its  competition.  Poling,  who 


joined  Ford  in  1951,  came  up  through  the 
finance  ranks  and  is  considered  Ford's 
point  man  on  cost  and  quality.  While  it 
was  Petersen's  strategic  thinking  and 
team-oriented  management  that  spurred 
Ford's  renaissance,  Poling's  attention  to 
operations  may  be  just  what  Ford  needs 
to  get  through  this  downturn. 
ENGINE  RISK.  However  able  Poling  may 
be,  Detroit  is  still  reeling  over  the  news 
that  Petersen  will  hand  over  the  reins  to 
a  caretaker.  Why  not  see  his  vision  to 
completion?  Petersen,  63,  and  a  40-year 
Ford  veteran,  says  that  10  years  in  top 
Ford  slots  has  required  tremendous  en- 
ergy. He  says  he  wants  to  pursue  other 
interests.  Poling,  64,  agreed  to  delay  his 
own  retirement  to  step  into  the  top  job 
for  three  years.  The  betting  is  on  Allan 
D.  Gilmour,  55,  who  was  promoted  to 
head  worldwide  automotive  operations, 
to  succeed  Poling.  Rounding  out  the  new 
team  is  Philip  Benton,  60,  as  president 
and  chief  operating  officer,  and  Stanley 
Seneker,  58,  chief  financial  officer. 

Of  course,  there  are  rumors  that  Pe- 
tersen isn't  leaving  under  his  own 
steam,  fueled  largely  by  a  highly  publi- 
cized run-in  he  had  with  Edsel  B.  Ford  H 
and  William  Clay  Ford  Jr.  earlier  in  the 
year.  As  middle  managers,  they  repre- 
sent the  younger  generation  of  the  Ford 
family  members  who  control  40%  of  the 
company's  voting  power.  They  wanted 
to  be  consulted  more  on  Ford's  direction, 
something  other  directors  say  Petersen 
resisted.  Soon  after  the  flareup, 
the  two  were  given  board  committee 
assignments. 

Some  insiders  fear  that  Poling  won't 
be  able  to  overcome  his  background  as  a 
number-cruncher.  While  he  draws  on  his 
considerable  cost-cutting  skills  to  ensure 
that  Ford  remains  the  low-cost  U.  S.  pro- 
ducer, he  must  also  push  through  sever- 
al expensive  new-product  programs. 
"Poling's  challenge  will  be  to  get  the 
company  back  on  track  without  sacrific- 
ing the  home  runs,  without  cutting  back 
on  product  development.  His  test  will  be 


TAURUS  SHO 

□ve  last  fall's  debutante  a  racy  en- 
iO  Stands  for  super  high  output)  but 
of-the-road  looks.  The  result?  Sales 
lever  got  out  of  second  gear. 


LINCOLN  TOWN  CAR 

With  45,000  orders,  Ford  was  eager  to 
launch  its  new  1990  model  Lincoln.  Ports 
shortages  forced  Ford  to  hold  bock  5,500 
cars,  tying  up  $127  million  in  inventory. 


THUNDERBIRD  SC 

The  award-winning  T-Bird  was  expected  to 
sell  151,000  units  during  the  1989  model 
year.  Instead,  the  sports  coupe  fell  short  by 
34,945  units. 
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Until  Now, 

Laser  Printing  has  Been  Out  of  Reach  for 
Many  People  in  Business. 
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-aierjet  II  is  a  registered  trademark  nl  Hewlett-Pat  kard,  Epson  is  a  registered  ti  adeinark  ut  Seiko  tpson  Corporation.  Lpsoii  America,  IrK..27HII  Lomila  Blv<l  .  Ion  ante.  t.A  HOfitifj  (800)  922-8911. 


Opting  for  the  quality  of  a  laser  printer  has  just  become 
decidedly  easier.  Introducing  the  EPL-6000  laser  printer 
from  Epsonf 

Coming  from  the  company  with  the  longest  running 
success  in  the  printer  business,  reliability  is  a  given.  What's 
more,  the  new  EPL-6000  is  compatible  with  application  software 
written  for  HP  LaserJet  IL 
As  for  value,  this  new  Epson  combines  solid,  businesslike 
performance  with  a  price  that  is  as  attractive  as  the  printing.  In 
fact,  for  quality,  reliability  and  value  in  a  laser  printer,  you  could 
say  Epson  has  the  solution  well  in  hand. 


iiiiisi; 


With  the  new,  affordable 
EPL-6000  from  Epson,  more  businesses 
will  be  looking  better  on  paper. 


EPSOi 


WHEN  YOU'VE  GOT  AN  EPSON, 
YOU'VE  GOTA  LOT  OF  COMPANY. 
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whether  he  stays  with  the  product  plan- 
ning schedule,"  says  a  senior  Ford  exec- 
utive. Poling  insists  he  will.  Even  if  sales 
slump  further,  he  says,  "we  plan  to  con- 
tinue full  steam  ahead." 

He  has  shown  a  willingness  to  spend 
big  if  he's  given  evidence  of  a  payoff. 
Take  engines.  He  approved  a  $1  billion- 


plus  program  in  March,  1988,  to  develop 
a  family  of  engines  using  a  revolution- 
ary "modular"  approach.  The  plant  will 
build  V-6  and  V-8  engines  on  the  same 
production  line,  using  common  compo- 
nents. Although  risky,  the  move  could 
mean  enormous  savings  (BW — Nov.  20). 
Earlier  this  decade,  Poling  didn't  have 


much  choice  in  which  projects  to  s' 
port.  With  the  company  on  the  ropes 
the  early  1980s  and  still  investing  in  t 
Taurus  project,  there  was  little  fundir 
for  anything  else.  One  of  the  casualtii 
of  Poling's  $5  billion  cost-cutting  dri^, 
was  an  important  engine  program, 
also  worked  to  raise  productivity  at  ej 


WHY  FORD'S  EUROPEAN  CASH  COW  IS  GIVING  lESS 


F 


lor  years.  Ford  of  Europe  Inc.  has 
I  been  a  money  machine.  In  the 
early  1980s,  its  profits  kept  the 
carmaker,  which  was  losing  billions  of 
dollars  in  North  America,  from  going 
under.  And  as  the  U.  S.  market  has 
slowed  down  this  year,  European  oper- 
ations have  once  again  counterbal- 
anced the  losses  inflicted  by  price  wars 
on  Ford's  home  front.  Why  so  success- 
ful? Low  costs,  a  smart  lineup  of  cars, 
and  an  efficient  European  production 


such  as  General  Motors  and  France's 
Peugeot  and  Renault  have  come  back 
from  the  dead  and  now  provide  strong 
opposition.  Much  of  their  turnaround 
aped  Ford's  success — severe  cost-cut- 
ting and  a  flurry  of  new  products.  Per- 
haps the  most  galling  is  the  revival  of 
GM,  which  after  nearly  a 
decade  of  European  losses  actually 
outearned  Ford  in  1988.  GM  is  "on 
a  real  roll  in  its  product  cycle,  and 
its  costs  are  better,"  says  Paine- 


TIRE  KICKING  IN  LONDON:  FORD  WILL  BEAR  THE  BRUNT  OF  JAPANESE  EXPANSION  IN  BRITAIN 


and  sales  network  that  is  the  envy  of 
its  rivals. 

But  there's  a  new  era  ahead.  Not 
only  are  industrywide  auto  sales  ex- 
pected to  slip  in  Europe  after  five  rec- 
ord years,  but  Ford  and  its  rivals  are 
also  about  to  get  a  taste  of  Japanese 
competition.  Nissan  is  already  making 
cars  in  northern  England,  and  Toyota 
and  Honda  have  announced  plans  to 
build  plants  in  Britain,  too.  By  the  mid- 
1990s,  the  trio  is  expected  to  be  turning 
out  500,000  cars  annually,  equivalent  to 
13.5%  of  current  industry  sales.  Ford 
will  bear  the  brunt  of  the  Asian  on- 
slaught, since  Britain  accounts  for 
some  40%  of  Ford's  sales  in  Europe. 

To  make  matters  worse,  competitors 


Webber  Inc.  analyst  Ann  C.  Knight. 

Then  there's  the  challenge  of  turn- 
ing around  Jaguar  PLC,  which  Ford  re- 
cently snagged  to  round  out  the  top 
end  of  its  lineup.  Not  only  was  the 
price  tag  hefty  at  $2.5  billion  but  Ford 
also  may  have  to  spend  as  much  as  $1 
billion  to  boost  productivity,  expand  ca- 
pacity, and  add  new  models.  Ford  has 
been  unsuccessful  in  its  efforts  in  Eu- 
rope and  the  U.  S.  to  strike  gold  with  a 
$30,000-plus  model  that  appeals  to  the 
newly  rich  and  the  baby-boomer  popu- 
lation. The  most  notable  examples:  the 
Scorpio  and  its  U.  S.  sibling,  the  Mer- 
kur.  Executives  are  betting  that  Jag- 
uar's cachet  plus  Ford's  financial,  mar- 
keting, and  manufacturing  expertise 


will  at  last  enable  it  to  fill  this  cruci 
gap  in  the  product  line.  "This  acquis' 
tion  is  a  once  in  a  lifetime  opportun 
ty,"  says  Ford's  director  of  Europea 
strategy,  Bruce  Blythe.  "It  is  an 
vestment  for  the  1990s." 

What's  more.  Ford  plans  to  turn  u 
the  pressure  on  its  competitors,  even  i 
that  hits  short-term  earnings.  The  co 
pany  will  spend  an  average  of  mor 
than  $2  billion  annually  over  the  nex 
five  years — roughly  double  recen 
years — on  a  product  overhaul  an 
equipment.  Ford  also  is  hammerin 
away  at  labor  costs.  And  if  its  ne 
models  provide  the  sales  boost  it  e 
pects.  Ford  might  take  another  powe 
ful  cost-containment  move:  adding  a 
other  shift  to  the  two  currentl 
running  at  most  of  its  factories.  "N 
one  else  is  sitting  still,"  says  Ford  o 
Europe  Chairman  L.  Lindsey  Halstea 
"We  have  to  keep  telling  ourselve 
that  we  don't  dare  relax." 
CEO  MOBILES.  Ford  is  unveiling  an  e 
tirely  new  product  line  over  the  ne 
three  or  four  years,  together  with  ne 
engines  and  power  trains.  First  out  o 
the  factory  early  this  year  was  a  ne 
subcompact  Fiesta.  That  and  the  ne 
compact  Escort  due  by  mid-1990  ar 
the  key  to  building  market  share  i 
southern  Europe.  Beyond  those  will  b 
an  intriguing  challenge:  building  a  r 
placement  for  its  successful  midsiz 
Sierrad,  and  perhaps  for  its  falterin 
Scorpio,  for  use  around  the  world. 

Ford  Europe  executives  aren't  pa 
ticularly  worried  about  the  slowdow 
in  sales,  since  profits,  at  an  estimate 
$1.8  billion  this  year,  are  still  stron 
And,  as  in  the  U.  S.,  Ford  is  well-cus 
ioned  for  a  downturn  because  it  didn 
add  to  capacity  in  the  flush  times.  "0 
all  of  us  around  Europe,  they're  one 
the  best  prepared  for  the  future,"  o' 
serves  Peugeot  Marketing  Director 
Victor  Dial.  Nevertheless,  staying  ou 
in  front  will  be  costly.  That  means  th 
executives  back  in  Dearborn  probabl 
won't  be  able  to  count  on  as  much  hel] 
from  overseas  as  the  U.  S.  marke 
slows  down  this  time. 

By  Richard  A.  Melcher  in  Londo'i 
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Creating  good  technology  doesn't 
satisfy  us  until  we  see  it  help  customers 
get  the  job  done.  But  we  can't  help  solve 
problems  until  we  learn  as  much  as  i 
possible  about  your  business.  L> 

That's  why  we  focus  on  serving  ^ 
selected  industries.  So  we  can  apply  our 
resources  based  on  understanding  your 
specific  needs  rather  than  just  offering 
technology  for  technology's  sake. 

Unisys.  An  information  company  with 
people  experienced  in  your  industry. 
Providing  practical  solutions  for  your 
organization. 

UNISYS  AND  YOU 
The  power  of  ^ 


9  Unisys  Corporation, 
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isting  plants  instead  of  building  new 
ones.  And  the  company  deferred  a  down- 
sizing of  its  largest  cars. 

But  Ford  got  lucky.  As  the  price  of 
gasoline  eased,  some  Americans  went 
looking  for  big  engines  and  big  cars. 
Ford  was  the  only  carmaker  that  still 
had  plenty  of  them.  Over  five  years, 
more  than  100,000  shoppers  traded  in 
their  downsized  Cadillacs  for  massive 
Lincolns.  That  helped  disguise  the  fact 
that,  aside  from  the  Taurus,  Ford  had 
scrimped  on  product-development  spend- 
ing for  other  vehicles  in  the  early  '80s. 


PROFIT  GROWTH 
HITS  THE  SKIDS 


A  BILLIONS  OF  DOLURS  EST. 

DAM:  PRUDENTIAL-BACHE  SECURITIES  INC. 


"Ford  has  been  extremely  successful  in 
the  '80s  selling  cars  developed  in  the 
'70s,"  says  Maryann  N.  Keller,  auto  ana- 
lyst at  Furman  Selz  Mager  Dietz  &  Bir- 
ney  Inc.  For  example,  the  company's 
Mustang,  with  its  optional  5-liter  engine 
based  on  a  1963  design,  is  still  selling 
strongly.  Warns  Keller:  "That  can  only 
go  on  so  long."  Indeed,  this  spring  Ford 
will  introduce  a  replacement  for  its  10- 
year-old  Escort. 

OVERWEIGHT.  Ford  is  still  on  a  longer 
product  cycle  than  most  of  its  rivals.  It 
doesn't  plan  to  introduce  a  new  version 
of  the  Taurus  until  fall  of  1993,  a  full 
eight  years  after  it  was  introduced.  Ford 
hopes  that  modest  design  changes  will 
tide  it  over  until  then.  Meanwhile,  the 
Honda  Accord  is  being  revamped  every 
four  years,  and  Mitsubishi  Motor  Sales 
of  America  Inc.  plans  to  replace  its  prod- 
ucts every  3 'A  years.  "If  the  domestics 
don't  keep  up  with  that,  they're  going  to 
kind  of  get  lost  in  the  shuffle,"  says 
Craig  Kapson  of  Jordan  Motors  Inc.,  a 
dealership  in  Mishawaka,  Ind. 

Ford's  recent  new-car  introductions 
show  little  sign  of  the  deft  touch  that's 
needed  to  deliver  another  blockbuster 
like  the  Taurus.  Although  the  1990  Lin- 
coln Town  Car  is  expected  to  be  the  fifth 


Ford  product  in  six  years  to  win  Motor 
Trend  magazine's  domestic  Car  of  the 
Year  award,  several  of  its  past  winners 
haven't  lived  up  to  sales  forecasts.  The 
Thunderbird  SC  and  Cougar  XR7  came  in 
overweight,  hurting  their  fuel  economy 
and  performance,  and  overbudget.  Sales 
for  each  are  well  below  target.  Benton 
defends  each  as  "a  triple,  not  a  home 
run,"  which  boosted  Ford's  share  of 
their  segment.  Ford's  planners,  though, 
had  failed  to  foresee  shrinkage  of  the 
market  for  midsize  specialty  cars. 
SCORPIO  FALLING.  Cost  overruns  have 
also  been  a  frequent  problem.  The  T- 
bird's  development  team  was  called  into 
Petersen's  office  for  a  dressing  down 
for  coming  in  over  budget.  The  new  Ex- 
plorer, due  next  spring  as  a  replacement 
for  the  Bronco  II  utility  vehicle,  is  al- 
ready a  budget-buster.  "We'd  lost  our 
discipline,"  admits  Benton.  He  says 
Ford's  product-development  staff  is  com- 
ing to  grips  with  the  problem,  but  it's 
not  yet  solved. 

Among  other  cars,  the  imported  Mer- 
kur  Scorpio  was  dropped  this  year.  Sell- 
ing a  European-styled  German  luxury 
car  next  to  Lincoln  Mercury's  big  Ameri- 
can land  barges  just  didn't  work.  "I'd 
love  to  blame  someone  else  on  the  Scor- 
pio, but  that's  not  fair,"  says  Lincoln- 
Mercury  Div.  General  Manager  Ross 
Roberts.  The  Taurus  SHO,  which  put  a 
high-performance  engine  from  Yamaha 
Motor  Co.  in  a  mostly  standard  Taurus, 
sold  only  11,694  units  in  the  1989  model 
year,  against  capacity  for  20,000.  Ford 
now  plans  to  spice  up  the  car's  looks, 
adding  all-black  wheel  covers  and  other 
racy  features.  Even  the  sporty  Ford 
Probe  has  slipped, 
largely  because  of  in- 
tensifying competi- 
tion. Ford  raised  the 
rebate  for  the  turbo 
version  to  $1,000 
from  $800  on  Nov.  8, 
in  response  to  swol- 
len end  of  October  in- 
ventories. 

Some  manufactur- 
ing glitches  are  also 
causing  headaches. 
Over  12,000  Ford 
Aerostar  minivans 
have  been  held  up  at 
the  plant  to  fix  leaky 
seals  in  the  brake  cyl- 
inder. Workers  will 
toil  through  the 
Thanksgiving  week- 
end to  move  out  the 
vehicles,  worth  about 
$146  million  in  sales. 

Despite  the  disap- 
pointments, Poling 
doesn't  need  to  panic. 


ALLAN  GILMOUR:  THE  BETTINC  IS  HE  WILL 
SUCCEED  POLING  IN  THREE  YEARS 


Ford  is  entering  this  dovv^nturn  in  bett 
shape  than  the  other  Detroit  carmake: 
"Ford's  saving  grace  is  that  they  doi 
have  a  significant  overcapacity  pn 
lem,"  says  John  A.  Casesa,  auto  analj 
at  Wertheim  Schroder  &  Co.  Ford 
liberately  avoided  adding  extra  capaci' 
even  when  it  was  selling  all  the  c; 
it  could  build,  because  it  didn't  wa 
to  have  to  close  plants  in  a  downtu 
as  it  did  in  the  early  1980s.  Polinj 
eyes  turn  steely  when  he  thinks  about 
"Those  memories  are  so  indelibly 
scribed  on  my  mind  that  I'll  ne\ 
forget  them.  I  never  want  to  go  ba 
there." 

GM  and  Chrysler  have  announced  ( 
tended  plant  idlin 
and  closures;  Ford 
the  fourth  quarter  ( 
pects  to  run  its  tru 
plants  at  111% 
straight-time  capac: 
and  its  car  plants 
99-100%.  "We'll  de 
onstrate  that  we  i 
make   money  in 
downturn,"  predi(  i 
David  N.  McCamm( 
Ford  treasurer. 

In  trying  to  reg; 
its  competitive  edj 
Ford  is  bucking  hisjjj 
ry.  "Nobody  stays 
the  pedestal,"  sa 
Chrysler's     Gre(  ► 
wald.  "Nobody.  T'  i 
is  just  too  tough 
market."  Red  Poll 
will  have  just  thi  i 
short  years  to  pre  ( 
the  skeptics  wrong  ; 

By  James  B.  Tre  ( 
in  Dearborn,  Mich. 
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ortune  500 
lanufacture  / 
uccess  on  ^ 
ur  computers. 


We've  been  helping  customers  speed 
products  to  market  ever  since  compu- 
ters hit  plant  operations.  Today  many  of 
the  world's  largest  manufacturers  have 
joined  the  tradition. 

Customers  like  United  Technologies, 
Westinghouse  and  Alcoa  use  our 
hardware  and  software  for  planning, 
scheduling  and  controlling  their 
manufacturing  and  distribution. 

Today  our  Computer  Integrated 
Manufacturing  systems  help  manufac- 
turers be  more  flexible,  responsive  and 
competitive  by  using  information  to 
reduce  costs  and  control  processes. 

By  focusing  on  manufacturing,  and 
better  understanding  how  to  contribute, 
we  help  more  than  15,000  customers 
worldwide  manage  people,  material, 
machines,  money  and  time— your  most 
critical  resources. 

And  in  leading  the  drive  to  open 
architecture  using  industry  standards, 
we  make  products  that  work  with  other 
information  systems.  That  protects  your 
existing  investment  while  allowing  you 
to  exploit  new  opportunities. 

If  you're  looking  to  manufacture 
profits  as  well  as  products,  call 
00-547-8362  today. 

ISYS  AND  YOU 
e  power  of  ^ 
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MANAGEMENT  I 


CHICAGO'S  B-SCHOOL 
GOES  TOUCHY-FEELY 


The  University  of  Chicago  adds  practical,  people-oriented  courses 


The  conversation  goes  like  this: 
"Oh." 
"Oh?" 

"Oh!"  Two  dozen  students  in  their  mid- 
20s,  each  paying  $15,500  in  annual  tu- 
ition, are  paired  off  in  a  room  conversing 
only  in  "Ohs."  Forced  to  rely  on  inflec- 
tion to  transmit  thoughts,  they  are  try- 
ing to  learn  something  about  nonverbal 
communication.  Someday,  they  hope. 


lenging  the  density  of  the  school's  cur- 
riculum. Dean  John  P.  Gould  says  con- 
cern mounted  when  Chicago  rated  only 
11th  in  BUSINESS  WEEK'S  1988  survey  of 
the  nation's  top  business  schools.  Chica- 
go is  used  to  more  lofty  acclaim.  But 
reviews  by  the  school's  recent  graduates 
gave  Chicago's  curriculum  a  D  and  its 
teachers  a  C.  As  a  result,  the  school 
launched  an  internal  study  that  came  to 


HANDS-ON  MANAGEMENT:  CHICAGO'S  MBAs  MAY  BECOME  SENSITIVE,  BUT  WILL  THEY  BECOME  LEADERS? 


this  conversation  may  help  them  land 
high-paying  jobs  in  some  of  the  nation's 
leading  companies. 

Welcome  to  the  new  University  of  Chi- 
cago Graduate  School  of  Business, 
where  speaking  in  "Ohs"  has  been  add- 
ed to  the  more  traditional  fare  of  statis- 
tics and  nvicroeconomic  decision-making. 
Long  a  havt  r.  for  quantitative  economic 
research,  U.  of  C  is  branching  into  the 
touchy-feely.  An  adjunct  of  Chicago's 
famous  Second  City  co/Tiedy  troupe  leads 
students  through  their  (ths.  Other  con- 
sultants have  devised  S(  -^inars  in  such 
"soft"  skills  as  negotiatic  tactics  and 
team  building. 

For  Chicago,  the  change  is  tlie  result 
of  a  soul-searching  that  started  'ii  1988 
when  a  group  of  students  began  chal- 


some  sobering  conclusions:  Chicago  un- 
deremphasizes  day-to-day  problem-solv- 
ing as  well  as  the  skills  needed  to  man- 
age people.  The  study  recommended 
that  courses  be  designed  with  practical 
applications  in  mind.  And  it  demanded 
more  new  courses  in  leadership  and 
management  techniques. 
■SHOCKING.'  Gould  insists  the  changes 
won't  detract  from  Chicago's  traditional, 
numbers-oriented  approach.  "We're  go- 
ing to  keep  our  pocket  protectors,"  he 
vows.  But  the  school  is  changing  its 
ways  willingly,  he  adds,  recognizing  that 
many  students  want  utility  from  their 
business  education,  not  just  economic 
philosophy.  Indeed,  students  aren't  the 
only  ones  who  would  like  to  see  MBA 
programs  brought  down  to  earth.  Busi- 


nesses long  have  groused  that  gra 
ates  must  be  more  than  flesh-and-bl 
calculators.  "A  shocking  number 
them — and  I'm  talking  about  the  bt 
students  from  the  highest-rated  p 
grams — cannot  write  well  and  can 
verbalize  their  ideas  succinctly  and  clei 
ly,"  grumbles  Robert  H.  Malott,  chs 
man  of  Chicago-based  FMC  Corp.  a 
vice-chairman  of  the  U.  of  C.  trust( 
board. 

Business  schools  appear  to  be  list^ 
ing.  Not  only  Chicago  but  other  such 
schools  as  Dartmouth,  Wharton,  Virg| 
ia,  MIT,  Georgetown,  and  Stanford 
adding  programs  designed  to  round 
their  curriculums.  Role-playing  gam| 
resume-writing  seminars,  even  Outwd 
Bound  survival  trips  are  showing  up  I 
course  bulletins  across  the  counti 
There  are  occasional  excesses,  too.  ij 
University  of  Denver's  business  schj 
has  received  $10  million  frJ 
a  local  businessman  expresJ 
for  a  mandatory  six-we 
"finishing  school"  program 
eluding  seminars  on  wine-taj 
ing  and  entertaining. 
TEAM  SPIRIT.  Chicago  hasl 
gone  that  far.  But  a  studej 
designed  mandatory  progra 
is  shaking  up  the  once-stJ 
campus  on  Chicago's  Soi| 
Side.  One  night  a  week, 
dents  participate  in  seminal 
inieraction  games,  and  teal 
work  drills  designed  by 
likes  of  Second  City  a| 
Beach-Savard  Associatj 
which  usually  coaches  exej 
tives  on  speeches  and  put! 
appearances.  In  one  semini 
hypothetical  business  prJ 
lems  are  posed  and  solved, 
another,  students  must  dev| 
a  sales  pitch  for  a  prodi 
Still  another  forces  studeil 
to  work  together  to  assemj 
a  puzzle.  One  class  evj 
shows  the  movie  classic  Twelve  Ana 
Men  to  examine  how  Henry  Fonda  cj 
vinces  fellow  jurors  that  a  seeminf 
guilty  defendant  may  be  innocent. 

Tailoring  B-school  graduates  to  fit 
needs  of  business  may  require  mi 
than  a  few  role-playing  games,  howevj 
Students  "aren't  going  to  learn  persJ 
sion  skills  [overnight],"  says  Martin  Fj 
rest,  a  first-year  Chicago  student.  FMj 
Malott  acknowledges  Chicago's  good] 
tentions  but  says  he  doubts  the  chang 
are  enough  to  teach  the  one  quality  bij 
nesses  demand  most:  leadership.  "Tha 
a  frustration,"  Malott  says.  "PeoJ 
come  out  and  say:  'Am  I  a  leader?'  "  . 
the  "Ohs"  in  the  world  will  have  a  ha 
time  answering  that  question. 

By  David  Greising  in  Chica 
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One  third 
of  the  world's 
3ir  cargo 
s  processed 
yy  Unisys. 


The  right  computer  system  can  help 
airlines  Increase  cargo  profits,  instead 
of  grounding  them  in  paperwork. 

Our  USAS  Cargo  System  speeds 
information  processing  by  handling 
booking  and  space  control,  shipment 
tracking,  and  automated  accounting. 

Unisys  is  a  full-service  provider 
with  more  than  25  years  of  experience 
in  the  airline  industry,  from  cargo  to 
assenger  services.  But  that's  not  all. 
We  have  a  complete  line  of  hardware, 
software,  and  networking  solutions  k 
esigned  to  help  customers  in  other  I 
dustries  become  more  competitive 
too. 

The  leading  airlines  already  know  how 
the  power  of  ^  can  help  their  business. 
To  find  out  for  yourself,  call  Unisys  today 
at  1-800-547-8362. 

UNISYS  AND  YOU 
The  power  of  ^ 


CAN  SAS  KEEP  FLYING  WITH 
THE  BIG  BIRDS? 


Its  strategy:  Forge  carrier  linkups  to  compete  in  a  unified  Europe 


There  was  an  emergency  last  Mar. 
31  on  KLM's  morning  flight  from 
Amsterdam  to  Stockholm:  A  47- 
year-old  passenger  collapsed.  When  the 
DC-9  landed,  Jan  Carlzon,  president  and 
CEO  of  Scandinavian  Airlines  System, 
was  rushed  in  an  ambulance  to  Stock- 
holm's Lowenstromska  Hospital.  An 
asthma  attack  triggered  by  overwork 
and  stress  had  overcome  the  Swedish 
executive. 

By  the  next  day,  Carlzon  had  recov- 
ered. But  his  exhaustion  is  understand- 
able. For  the  past  three  years,  he  has 
been  dashing  around  the  globe,  seeking 
alliances  with  all  the  fervor  of  a  general 
preparing  for  war. 

True,  plenty  of  airlines  are  looking  for 
partners  these  days.  But  Carlzon  is  a 
pioneer  in  the  strategy — and  s.-V-S,  in  the 
number  of  pacts  it  has  sought  and  the 
money  it  has  invested  in  partnerships, 
has  been  the  boldest  of  dealmakers. 
Says  Michael  Bishop,  chairman  of  Air- 
lines of  Britain  Holdings  PLC,  an  ally  of 
SAS:  "Carlzon's  strategy  was  under  way 
for  years  before  others  started  to  scram- 
ble around  looking  for  partners." 

It's  too  early  to  tell  if  Carlzon's  alli- 
ances and  investnit'nts  will  help  him  turn 
SAS  into  one  of  the  woiid's  premier  glob- 
al carriers.  But  it's  easy  to  see  the  fear 
motivating  his  strategy.  In  a  unified 
Western  Europe,  SAS,  whose  airline  and 
other  travel  operations  produced  $4.4  bil- 
lion in  1988  sales,  runs  the  risk  of  be- 
coming a  mere  regional  carrier.  SAS,  af- 
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ter  all,  is  based  in  a  thinly  populated 
region  on  the  Continent's  edge,  and  Carl- 
zon worries  that  it  will  lose  out  to  such 
larger,  better-positioned  rivals  as  British 
Airways  and  Lufthansa. 

To  avoid  being  cornered,  Carlzon  de- 
cided in  the  mid-1980s  to  spin  a  web  of 
overseas  routes  by  forging  close  rela- 
tionships with  other  airlines.  The  idea 


SAS'  GRAND  ALLIANCES 

THAI  AIRWAYS  INTERNATIONAL 

October,  1987  Agreement  coordinates 
flights  and  services  between  Bangkok, 
Stockholm, and  Copenhagen 

TEXAS  AIR  October.  1988  SAS  takes  a 
9.9%  stake  in  Texas  Air  and  links  with 
Continental  at  its  Newark  hub 

AIRLINES  OF  BRITAIN  NOLDINGS 

December,  1988  SAS  buys  24.9%  of 
British  carrier  and  secures  a  partner  at 
London's  busy  Heathrow  airport 

INTER-CONTINENTAL  HOTELS 

April,  1989  SAS  buys  40%  stake  m  par- 
ent of  global  105-hotel  chain 

SWISSAIR  September,  1989  SAS  and 
Swissair  agree  to  an  exchange  of  equity 
and  to  close  cooperation  between  hubs 
in  Copenliagen,  Geneva,  and  Zurich 

ALL  NIPPON  AIRWAYS,  LAN-CHILE, 
CANADIAN  AIRLINES  INTERNATIONAL, 
FINNAIR  1989  Alliances  provide  Unks 
to  routes  and  hubs  in  Tokyo,  Latin 
America,  Toronto,  and  Helsinki 

DATA:  COMPANY  REPORTS 


was  to  pick  up  more  passengers  frcl 
other  carriers — preferably  business  trc| 
elers.  SAS  would  lure  them  with  sul 
conveniences  as  coordinated  internatiq 
al  flight  schedules  with  the  minimi 
number  of  stops  and  connections,  simd 
fied  ticketing  and  check-in  procedurd 
and  shared  facilities  in  hubs  and  terif 
nals  on  almost  every  continent. 
CLOSE  THAIS.  Carlzon's  first  effori 
flopped.  In  1986,  a  proposed  merger 
SAS  and  Sabena  Belgian  World 
lines — an  idea  unheard  of  in  protecticj 
ist  Europe — died  aborning  because 
the  deal's  legal  complexities.  In  193 
British  Airways  PLC  blocked  Carlzoij 
surprise  bid  for  British  Caledonian 
ways  Ltd.  by  buying  the  British  carrl 
itself.  And  when  Carlzon  angled  fori 
piece  of  Aerolineas  Argentinas,  the  P{ 
onist  party's  objection  to  having  a 
foreign  shareholder  killed  the  deal. 

But  Carlzon  persisted,  and  SAS  tod| 
has  a  complex  series  of  far-reaching 
rier  alliances  (table).  In  Bangkok,  for  | 
stance,  the  airline  shares  a  hub 
Thai  Airways  International  Ltd.  In 
past  two  months,  Carlzon  has  signed 
tensive  cooperative  agreements  wS 
Swissair  and  Finnair.  SAS  has  alp 
bought  24.9%  of  Airlines  of  Britain, |i 
group  of  British  carriers  that  gives  .'^ii 
gates  at  London's  Heathrow  AirpoH 
And  Carlzon  says  his  pact  with  Fra| 
Lorenzo's  Continental  Airlines  has 
ready  helped  produce  a  287c  increase  | 
SAS  passenger  traffic  between  Scandiih; 
via  and  the  U.  S.  "Continental  is  a  g(|l 
mine  for  us,"  he  says. 

Carlzon's  most  valuable  bargaini^i 
chips  are  SAS'  reputation  as  a  qual 
airline  and  his  own  renown  as  a  mand 
er.  Long  before  he  dramatically  in 
proved  profits  at  SAS,  he  was  someth|| 
of  a  wunderkind  in  the  bureaucratic 
ropean  airline  business.  At  32,  ai^ 
earning  an  MBA  from  a  Swedish  univeij 
ty,  he  resuscitated  Sweden's  largest  tol 
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Bank  America.  Chase.  America's  top 
banks  have  more  in  common  than  an 
uncommon  ability  to  succeed. 

Twenty-three  of  the  25  most  powerful 
U.S.  banks  also  share  an  ability  to 
put  their  best  and  brightest  ideas  into 
action— with  Unisys  banking  solutions. 

With  branch  automation  that 
improves  customer  service  and  lower 
costs.  With  modular  host  systems 
and  networks  that  integrate  customer 
and  market  data  to  create  new,  or 
modify  existing,  products.  With  industry 
leading  processing  systems. 

Banks  of  all  sizes  depend  on  Unisys 
for  all  kinds  of  critical  applications. 
But  whatever  the  solution,  the  common 
denominator  is  improved  performance. 
Find  out  what  we  can  offer  you.  Call 
today  at  1-800-547-8362. 


2.7  MIL! 

MILES  OF  1 
THE  ENGI 
AT  LEXUS 


The  new  Eagle  GA  Touring  Radial 

Where  luxury  meets  performance.  And  both  win. 


llie  new  $35,000  Lexus  LS  400  is  so 
unique  it  has  over  300  patents  pending. 

So  choosing  tires  for  tlie  new  Lexus 
flagship  was  no  easy  task. 

Wliich  is  why  Goodyear  engineers 
worked  together  with  Lexus  to  develop 
a  new  class  of  tires  for  the  LS  400. 

The  objective:  to  make  a  tire  with 
the  handling 
capabilities  of 
an  Eagle  high- 
performance 
radial,  and  the 
superior  ride 
suitable  for  a 
luxui'y  car. 

Developmental  tires  were  tested  in 
America.  In  Canada,  hi  Germany, 
Luxembourg,  and  in  Japan. 

The  result:  the  Goodyear  Eagle  GA 
Touring  Radial. 

It  is  a  radial  tire  that  bridges  the  gap 
between  the  aggressive  handling,  grip 
and  stability  of  an  outright  performance 
radial  and  the  smooth,  undisturbed  ride 
of  a  quality  luxuiy  radial. 


Hie  Eagle  GA  Touring  Radial  is 
the  original  equipment  tire  on  the  new 
Lexus  LS  400.  (Your  Goodyear  retailer 
has  details  of  Eagle  GA  availability  for 
your  car.  Call  l-800-CAR-ig99  for  the 
Goodyear  retailer  nearest  you.) 

What  the  Eagle  GA  Touring  Radial 
can  offer  your  car  is  a  very  smooth, 

undisturbed, 
quiet  ride  over  a 
variety  of  road 
surfaces.  Plus 
the  ability  to 
handle  your  car's 
full  performance 
capabilities. 
Every  Eagle  GA  louring  Radial 
is  speed-rated.  And  it  is  available  in  all- 
season  mud  and  snow  versions. 

In  short,  the  Goodyear  Eagle  GA 
offers  peace  and  quiet  without  sacrific- 
ing performance.  And  vice  versa. 

Or  to  ])ut  it  another  way,  the  Eagle 
GA  Touring  Radial  is  where  luxuiy 
meets  performance. 
And  both  win. 
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operator.  Four  years  later,  he  moved  on 
to  rescue  Linjeflyg,  Sweden's  domestic 
airline,  with  a  series  of  aggressive  fare 
discounts.  When  he  took  over  a  loss- 
riddled  SAS  in  1981,  Carlzon  spent  heavi- 
ly on  improvements  to  attract  business 
travelers  willing  to  pay  full  fare.  Within 
a  year,  SA.s  was  back  in  the  black.  Later, 
Carlzon  spelled  out  his  gospel  of  service 
in  a  Scandinavian  best-seller.  Moments 
of  Truth — an  lacocca-like  account  of  the 
amazing  feats  that  properly  motivated 
employees  can  pull  off. 
TERRORIST  THREATS.  Carlzon's  partner- 
ships, especially  his  cooperation  with 
Swissair  and  Airlines  of  Britain,  impress 
many  in  Europe  as  sound  moves.  "S.\S 
could  be  one  of  the  more  profitable  play- 
ers in  the  industry  after  1992,"  says 
James  C.  Halstead,  an  analyst  at  Salo- 
mon Brothers  Inc.  in  London. 

But  Carlzon's  strategy  still  faces  plen- 
ty of  tests  before  and  after  1992,  when 
many  of  Europe's  trade  barriers  fall. 
For  one  thing,  the  full  impact  of  these 
alliances  on  profits  will  not  be  apparent 
for  a  while.  SAS  Group,  which  also  in- 
cludes hotels,  a  flight  catering  service, 
and  a  tour  operator,  had  an  operating 
profit  before  depreciation  of  $427  million 
last  year.  For  1989,  operating  income 


will  probably  be  flat — partly  because  of 
business  lost  early  this  year  from  terror- 
ist threats.  And  capital  expenditures  will 
be  heavy. 

An  important  issue  is  whether  Carlzon 
should  spend  so  much  money  on  minor- 
ity, noncontrolling  positions  in  partners' 
companies.  SAS  recently  paid  $.500  million 
for  a  40'/f  stake  in  Saison  Overseas  Hold- 
ings, owner  of  the  Inter-Continental  Ho- 


Arriving  at  a  troubled  SAS, 
Carlzon  spent  big  to  upgrade 
service — and  soon  had  the 
airline  back  in  the  black 


tels  chain.  In  October,  SAS  and  Swissair 
agreed  to  buy  stakes  of  up  to  10%  in 
each  other.  SAS  also  holds  9.9'/'  of  Conti- 
nental's parent,  Texas  Air  Corp.  Texas 
Air  stock  is  pretty  much  where  it  was 
when  Carlzon  agreed  to  the  investment 
and  got  a  seat  on  Texas  Air's  board. 

Carlzon's  rivals  don't  see  what  such 
purchases  add  to  SAS'  strategy.  Says  one 
executive  at  a  major  European  carrier: 


"Why  bother  with  10%  of  Texas  A: 
From  our  perspective,  Carlzon  is  simj 
throwing  money  around  in  a  strate; 
that  isn't  very  clear." 

Carlzon  views  things  differently:  "\ 
bought  the  Texas  Air  shares  to  cemen' 
relationship,  not  because  it  was  a  go 
deal,"  he  says.  And  he  believes  that  i 
nority  positions  enhance  cooperati 
With  Inter-Continental  Hotels,  for  exaj 
pie,  he  envisions  a  close  arrangemi 
that  will  let  SAS  passengers  land  at 
airport  and  proceed  to  the  affiliated 
tel,  where  their  luggage  will  be  waitii 
in  rooms  set  aside  for  them. 

As  Carlzon  perfects  his  plans,  comp| 
itors  are  developing  theirs:  British 
ways,  KLM  Royal  Dutch  Airlines,  and 
bena  are  hammering  out  a  joint  vent 
in  Brussels,  while  KLM  has  invested 
the  Northwest  Airlines  Inc.  buyoi 
Meanwhile,  upstart  Air  Europe  I;td. 
trying  to  develop  a  network  of  low-fs 
carriers  across  the  Continent.  For  Ca 
zon,  the  moment  of  truth  will  coi 
when  SAS  and  its  partners  square  ( 
against  these  other  grand  alliances 
the  deregulated  skies  of  Europe. 

By  Jojiathan  Kapsteiv  in  Stockho 
with  Mark  Maremont  in  London,  and 
reau  reports 


If  everyone  were  In  the  same  business 

we'd  be  out  of  it. 


David  Gray  Golf  Pro 


Btian  Helellint.  Architect 
You'll  lind  Day  Runners  in  ofliL 


Kevin  McCarthy,  Actor/Waiter 

Fortunately  for  us,  there  are  more  I 
occupations  than  you  can  shake  a  re| 
sume'  at.  Fortunately  for  you,  we.  have 
an  organizer  to  satisfy  each  of  them. 

And  once  you  decide  which  you 
like,  you  can  personalize  it  by  adding 
dozens  of  different  refills. 

About  the  only  refill  we  don't  offer] 
is  a  social  calendar  that  comes  filled! 
in  already. 
Oh  well. 

Gayle  Walker,  Matli  Teacher       Eileen  Iguchi,  Aerobics  Instructor 
iducts  stores,  gift  shops,  department  stores,  and  the  hands  of  organized  people  everywhere  For  more  information,  call  I  (800)  635-51 
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Pock  Solid 
VlatoWise 


jmed  With  the  resources  to  help  you, 
3  matter  what  the  investment  elimate. 

Prudential-Bache 

Securities 

tntiarBacheSccurilies  MemberSlPC  ASubsidiaryotTheftuteitaf^  '  ,    .  ■ 


AM^  Mail.  Some  companies 
think  it's  just  for  messages. 


©1989  AT&T 


Companies  that  use  it  for  a  lot 
more  call  it  sometliing  else. 

A  lifeline.  AT&T  Mail  has  become  so  useful  for  leading  corporations  in 
almost  ever\'  industr\'  tliat  the\'  depend  on  it.  AT&T  Mail  is  ideal  to  transmit  any 
information  anywhere,  worldwide.  There's  even  a  fax  option.  And  since  the 
AT&T  Mail  software  can  integrate  into  any  application,  businesses  of  any  size  in 
every  industry'  are  hnding  new  uses. 

Hyatt  Hotels  utilizes  AT&T  Mail  to  move  information  from  their  hotels  to 
corporate  headquarters  in  Chicago.  Sinclair  Oil  uses  AT&T  MailTAI.K,  the 
syntliesized  voice  option,  to  notify  customers  of  fluctuatit)ns  in  oil  prices  on  a 
daily  basis.  A.M.  Best  includes  AT&T  Mail  as  part  of  an  on-line  information 
service  to  the  insurance  industry.  The  Society  of  Telecommunications 
Consultants  distributes  information  to  members  on  upcoming  activities  and 
coordinates  company  communications. 

So  if  your  business  needs  tlie  most  up-to-date,  efficient  way  to  enhance 
productivity  and  send  inft)rmation,  for  your  business  survival,  the  answer 
is  AT&T  Maii.  Call  your  AT&T  Account  Executive  or  1  800  367-7225,  Ext.  4167 


The  right  choice. 


IF  CHAMPAGNE  SUDDENLY  SOLD  FOR 
THE  PRICE  OF  CLUB  SODA,WOULD  THE 
TASTE  BE  ANY  LESS  SPECTACULAR? 


Midwa\- Airlines"  introduces  an 
extrar )rdinaiy  First  Class  expe- 
rience that  delivers  First  Class 
service  on  the  ground  as  well  as  in 
the  air  Best  of  all.  if  you're  a 
member  of  FlyersFirstr"  Midways 
frequent  flyer  program,  a  First  Class 
ticket  sells  for  the  price  of  a  full 
coach  ticket.  If  you're  not  already 
a  member  just  call  Midway  or 
your  travel  agent  to  Join. 


\\"\lh  a  Midw  a\-  Hi^t  (  la-.- 
ticket,  your  regular  guest 
nnm  can  bec-ome  a  luxuri- 
ous Hyatt  suite  as  a 
special  introductoiy 
offer  through  .Jan.  31si. 
.\nd  yrtu  can  take  ach  an- 
tage  of  free  upgrades  on 
car  rentals  at  A\1s  and 
Budget  filong  with  si>ecial 
discounts  on  limousine 
and  \  an  ser\ices  in  man\ 


Begin  with  our  Execu- 
tive Senice  Desk 
created  solely  for  First 
Class  fl\  ei-s.  It  enables 
you  to  recei\"e  special 
attention  through  a 
pri\  ate  Fii'st  Class 
phone  number  gi\  ei  i 
only  to  First  Class 
I)a.ssengers. 


Enjoy  the  quiet  comfort  of  the  Midway 
Executive  Club*  in  Chicago  and 
Philadelphia.  This  ser\  - 
ice  allows  you  to  relax 
\\  hile  you  await  your 
departure  and  is  all  part 
r)f  the  First  Class 
ex{)erience. 


idwa\  cities 


( )n  the  plane  you'll  receix  e 
personalized  senice  from  our 
First  Class  flight  attendants.  .Si  i 
sit  back  in  plush  leather  seat.s  an< 
enjoy  fresh,  distinctix  e  snacks  am : 
meals  created  expressl\-  for 
our  First  Class  pa.ssengers. 


Best  of  all.  a  First  Class  ticket  on  Midway 
Airlines  sells  for  the  price  of  a  full 
coach  ticket.  That  means  more 
luxuiy  for  up  to  50'' ■  off  the  price  of 
First  Class  on  other  airlines. 
Call  Midway  .Airlines  at 

)-(^21-570().  or  call  your  tra\-el 
agent  for  resen  ations. 


Af/cfivsy 

First  Ciass 


THE  COMPLETE 
FIRST  CLASS  EXPERIENCE 


n-r-. 


•;S9  )/lO^^■sy  Airlines.  Inc. 
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IIS  TIME,  TRUMP 
lY  ROLL  SNAKE  EYES 


lammoth  Taj  Mahal  is  opening  just  as  casino  profits  fall  of[ 


fhen  Donald  J.  Trump  opens 
the  enormous  Trump  Taj  Ma- 
hal Casino  Resort  in  Atlantic 
^.J.,  this  spring,  his  new  gaming 
will  offer  more  gamblers  more 
s  to  lose  than  any  other  casino, 
good  summer  day,  players  could 
drop  more  than  $1  million  at  more 
,000  slot  machines  and  some  167 
ick,  roulette,  craps,  and  other  ta- 
imes  sprawling  across  a  casino 
;he  size  of  three  football  fields, 
will  land  special  guests  on  the 
Steel  Pier  in  his  helicopters  while 
ling  the  less  well-heeled  at  bays 
ill  host  29  buses  at  a  time, 
the  biggest  gambler  at  the  color- 
lon-domed  fantasyland  could  well 
to  be  Trump  himself.  As  the  early 
opening  date  nears,  it's  looking 
md  more  as  if  the  flamboyant  bil- 
3  may  roll  snake  eyes.  Just  to 
even  and  pay  his  $94.5  million  in 
debt  service  on  $675  million 
of  147o  bonds,  his  Taj  will  have  to 
e  nearly  $1  million  a  day  in  house 
gs — more  than  any  other  Atlantic 
isino  has  ever  averaged, 
prospects  for  such  an  unprece- 
winning  streak  aren't  good.  This 
he  city  eked  out  its  lowest  growth 
ears  of  legalized  gambling  as  the 
economy  slows  down.  At  the  same 
leightened  competition  is  slashing 
for  most  of  the  city's  11  gaming 
.  Only  seven  of  the  casinos  made 
in  the  first  half  of  this  year,  and 
rs  may  yet  force  Merv  Griffin's 
'  leveraged  Resorts  Casino  Hotel, 
oor  to  the  Taj,  into  bankruptcy. 
lOuse,  Elsinore  Corp.'s  Atlantis, 
down  last  May.  Trump  bought  it 
w  operates  it  as  a  hotel.  The  first- 
loney-losers  included  the  Trump 
although  it  posted  a  small  profit 
million  for  the  first  nine  months, 
s.  Things  aren't  likely  to  get  much 
next  year,  especially  if  the  econo- 
ws  further.  "The  gaming  industry 
recession-proof,"  says  Marvin  B. 
an,  an  analyst  with  brokerage 
Janney  Montgomery  Scott.  Such 
may  help  explain  why  the  Taj's 
have  skidded  from  a  high  of  al- 
L04  to  about  90  in  recent  weeks. 


TRUMP'S  ONION-DOMED  FANTASYLAND 


after  sinking  as  low  as  87  (chart). 

For  now,  the  Taj,  with  its  10  restau- 
rants spread  over  a  sprawling  17-acre 
complex,  poses  some  mammoth  manage- 
ment challenges.  In  the  next  six  months, 
for  example,  Trump  must  hire  6,000  em- 
ployees— so  many  that  the  Taj  has  spe- 
cial escalators  for  workers  only.  With 
skilled  staff  already  in  short  supply,  ri- 
val executives  fear  a  costly  bidding  war. 
"He  won't  be  able  to  deliver  service  to 
the  expectation  levels  of 
the  patrons  at  opening," 
says  Roger  P.  Wagner, 
president  of  Claridge  Ho- 
tel &  Casino  Corp. 

The  Taj  may  have  long- 
term  marketing  prob- 
lems, too.  With  an  80,000- 
square-foot  exhibition 
hall — large  enough  for  a 
prizefight  or  a  big  trade 
show — plus  three  ball- 
rooms and  the  1,250-room 
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WHERE  TAJ  MAHAL 
DOESN'T  SHINE 


APR.28  M  J  J  A  S  0  N0V.13 
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hotel,  the  casino  is  designed  for  conven- 
tioneers. But  prospective  convention-go- 
ers soon  find  that  Atlantic  City  has  few 
noncasino  attractions,  especially  when 
snow  falls  on  the  boardwalk.  And  trans- 
portation headaches  loom  large.  "The 
perception  I  have  is  that  it's  very  diffi- 
cult to  get  there,"  says  Douglas  Heath, 
executive  vice-president  of  Dallas-based 
Meeting  Planners  International. 
TRICKY  TRIP.  An  adequate  airport  is 
years  off.  Most  air  travelers  now  arrive 
in  Philadelphia.  And  the  recent  Amtrak 
service  from  Philly  is  sketchy.  Says  Wil- 
liam P.  Weidner,  president  of  Pratt  Ho- 
tel Corp.,  which  owns  the  Atlantic  City 
Sands  Hotel  &  Casino:  "The  Taj  is  an 
excellent  facility  for  a  developed  Atlan- 
tic City,  [one]  that  has  air  transportation 
and  a  convention  center.  It  is  not  a  facili- 
ty that  is  built  for  the  1990-91  market." 

Even  if  the  transportation  problems 
are  solved,  the  Taj  will  need  nimble 
salesmanship.  To  fill  his  glittering 
house.  Trump  must  appeal  both  to  bac- 
carat-fancying high  rollers — who  might 
stay  free  in  the  7,000-square-foot  Alex- 
ander the  Great  suite — and  to  the  usual- 
ly luckless  bus  visitors  lured  by  the 
slots.  Says  an  executive  of  rival  Har- 
rah's  Marina  Hotel  Casino:  "It  can  get 
very  confusing  to  try  to  be  all  things  to 
all  people."  And  the  giant  Taj  risks  can- 
nibalizing Trump's  other  casinos,  the 
Plaza  and  the  Castle.  "I  wouldn't  have 
done  it,"  says  Richard  Gillman,  chairman 
of  Bally's  Casino  Group  and  an  operator 
of  two  Atlantic  City  houses.  "I  don't 
want  to  be  my  own  competition." 

Like  any  shrewd  poker  player.  Trump 
couldn't  seem  more  confident.  "It's  go- 
ing to  be  a  tremendous  success,"  he 
says.  "The  building's  so  great,  it's  going 
to  self-promote."  His  brother,  Robert  S. 
Trump,  who  is  executive  vice-president 
of  the  Trump  Organization,  thinks  the 
convention  market  is  "extremely  fer- 
tile." Already,  he  says,  the  Taj  has 
scheduled  more  than  $100  million  worth 
of  conventions  for  the  next  two  years, 
including  a  tentative  spring,  1991,  ses- 
sion of  3,000  meeting  planners. 

Trump's  much-minaretted  palace  will 
certainly  be  without  peer.  But  more  than 
anything  else,  he's  rely- 
ing on  what  some  Trump 
partisans  call  "the  mag- 
ic" of  the  Trump  name. 
Soon  enough,  it  will  be 
clear  whether  that  magic 
works — or  whether  inves- 
tors will  have  reason  to 
recall  that  the  original 
Taj  Mahal  was  an  elabo- 
rate mausoleum. 

By  Joseph  Weber  in  At- 
lantic City 
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HOUSING  I 


AUSTIN  FITTS  BETTER  BE  GOOD 
WITH  HAMMER  AND  NAILS 


The  former  Wall  Streeter  has  to  shore  up  a  shaky  FHA 


As  an  investment  banker  at  Dillon 
Read  &  Co.,  C.  Austin  Fitts  had 
an  unusual  specialty:  devising  in- 
genious ways  to  bail  out  ailing  govern- 
ment agencies.  These  days,  she's  apply- 
ing that  Wall  Street  savvy  to  her  own 
agency — the  troubled  Federal  Housing 
Administration. 

The  39-year-old  Fitts,  who  came  to 
Washington  after  working  for  George 
Bush's  1988  election  campaign,  must 
deal  with  scandal-ridden  programs  that 
lost  $4.2  billion  last  year.  And  she's  tak- 
ing on  an  additional  task:  helping  her 
boss,  Housing  &  Urban  Development 
Secretary  Jack  F.  Kemp,  push  the  $4 
billion  housing  program  that  President 
Bush  unveiled  on  Nov.  10. 


The  FHA  chief  argues  that  the  Admin- 
istration's market-oriented  plan  will  fare 
far  better  than  the  big  public  housing 
projects  that  have  blighted  the  inner  cit- 
ies. It  calls  for  $2  billion  in  matching 
grants  to  cities,  states,  and  nonprofit 
groups  to  rehabilitate  housing  that 
would  then  be  sold  to  lower-income  ten- 
ants. Nearly  $1  billion  more  would  go  to 
house  the  homeless  and  directly  to  the 
poor  to  buy  subsidized  units. 

The  middle  class  would  get  some 
breaks,  too.  The  program  would  let  first- 
time  homebuyers  withdraw  money  for 
downpayments  from  Individual  Retire- 
ment Accounts  without  a  tax  penalty. 
Fitts  also  backed  a  new  law  that  in- 
creased the  FHA  loan  limit  from  $101,250 


to  $124,875.  Under  the  current  limit, 
serve  the  fireman  in  Alabama,  but  no 
New  York  City,"  she  says. 

The  stakes  for  Fitts  are  high.  T| 
housing  initiative  will  determine  whetl 
the  government  can  help  bring  hoi| 
ownership  within  reach  of  the  poor, 
it  is  critical  to  the  Republicans'  drive 
broaden  their  electoral  base.  The 
must  "stop  being  viewed  as  the  party 
the  rich,"  says  Fitts,  who  herself  lives| 
a  tony  part  of  Washington. 
FARE  DEAL.  As  a  protege  of  Treas 
Secretary  Nicholas  F.  Brady,  a  fori 
Dillon  Read  chairman,  Fitts  has  lo| 
been  involved  in  urban  finance.  In  191 
she  masterminded  a  novel  bond  sale 
help  revive  New  York  City's  creaky  si 
way  system,  persuading  wary  invest( 
to  buy  billions  of  dollars  of  transit  bori 
backed  by  subway  fares. 

She  has  used  her  Street  smarts  to  1  ii 
gin  a  needed  overhaul  at  the  FHA.  T 
"co-insurance"  program,  designed 
shift  some  of  the  risk  of  mortgage  ins 
ance  to  lenders,  produced  a  $940  milli 
loss  in  1988.  And  the  agency,  which 
sures  $300  billion  in  mortgages,  und  » 
stated  losses  by  80%  because  it  kept 
books  on  a  cash  basis  instead  of 


illllDII 


tliees 
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WHEN  I  CAME  IN  . . .  MONEY  WAS  JUST  FLOWING  OUT  THE  DOOR 


I  basis  used  in  the  insurance  in- 
"When  I  came  in,  I  knew  we  had 
!  financial  institution  that  was  in 
lape,"  Fitts  says,  "but  I  didn't 
;he  extent  of  it.  Money  was  just 
I  out  the  door." 

after  assuming  her  post  in  Au- 
Fitts  halted  four  programs  that 
•ife  with  abuse.  She  ordered  up 


computer  models  of  the  economies  of  the 
fha's  10  geographic  zones  so  its  region- 
al offices  can  adjust  faster  to  local  mar- 
ket conditions.  And  to  reduce  losses,  she 
plans  to  raise  the  portion  of  a  mortgage 
that  lenders  must  co-insure  from  the 
current  207o  level. 

Right  now,  Fitts  earns  points  on  Capi- 
tol Hill  and  with  housing  advocates  as  a 


relief  from  the  Reaganites,  who  savaged 
the  federal  housing  budget.  Her  person- 
al diplomacy  has  helped  as  well.  Fitts 
has  invited  everyone  from  mortgage 
bankers  to  advocates  for  the  homeless  to 
her  home  for  Sunday  morning  skull  ses- 
sions over  lox  and  bagels.  Even  the  Na- 
tional Low  Income  Housing  Coalition,  a 
harsh  critic  of  Reagan's  policies,  gives 
her  high  marks  for  trying.  "Fitts  isn't 
just  paying  lip  service,"  says  spokesman 
Richard  S.  West. 

RENT  WHERE?  But  if  Bush's  proposals 
don't  deliver,  this  happy  state  could 
come  to  an  abrupt  end.  Critics  already 
are  complaining  that  the  Administration 
hasn't  said  how  to  pay  for  the  program, 
and  they  fear  that  it  focuses  too  much 
on  home  ownership  and  not  enough  on 
renters  and  the  homeless.  Since  the  plan 
has  no  money  for  new  construction, 
homes  that  are  bought  can't  help  but 
shrink  the  number  of  rental  units  for 
low-income  tenants.  Moreover,  "when 
the  poor  can't  even  afford  to  rent,"  says 
a  skeptical  House  staffer,  "how  is  a  plan 
for  home  ownership  possible?" 

In  the  months  to  come,  Fitts  will  have 
to  field  such  tough  questions.  She  could 
find  that  peddling  municipal  bonds  was  a 
lot  easier  than  hawking  Bush's  new 
housing  policy. 

By  Ro?i  Stodghill  II  in  Washington 


Guess  who  already  made 
a  fax  when  a  post  card  from 
Chic^o  to  Los  Angeles 
took  6  days? 


Toshiba  vi^as  a  "high-tech, 
state-of-the-art"  company 
long  before  those  fancy 
labels  sprang  into  vogue. 

But,  over  45  years  ago 
our  first  fax  machine  was 
considered  simply  a  "dandy 
contraption'.' 

Of  course  when  you've 
been  innovative  for  that 
many  decades,  the  results 
can  be  remarkable. 

Today,  Toshiba  fax  is  a 
high-tech  masterpiece.  The 
fact  is,  we  lead  the  pack  in 
the  design  and  development 
of  such  key  facsimile  com- 
ponents as  image  sensors 
and  scanner  image  proces- 
sors. (Overall,  we  registered 
more  patents  in  the  U.S.  last 
year  than  IBM  or  Xerox.) 


Now  that  you  know  how 
long  we've  been  "high-tech" 
and  "state-of-the-art','  look 
into  Toshiba  fax. 

It's  a  dandy  contraption. 

And,  if  you're  buying  or 
upgradmg  a  facsimile  sys- 
tem, our  free  Management 
Reports  will  help  you  do  it 
■right..  Call  1-800-T-FAXING. 


I  Get  the  FREE  fax  \ 

I  report  that's  right  for  ■ 

'  your  business.  ' 

I  Call  1-800-T-FAXING  I 

I  TO»MIBA  AME(*ICA  INFOnMATION  flVaTEMB,  IIMC.  ^ 


In  Touch  with  Tomorrow^ 

TOSHIBA 

Facsimile  Systems 


THUnWHO! 

Telecommunications  technology 
has  undergone  some  incredible  breakthroughs 

in  the  past  10  years.  And  Daewoo  is  right  at  the 
forefront  of  this  new  technology,  manufacturing 
the  very  latest  fiber  optics.  The  fact  is,  whether  you're 
talking  telecommunications  or  televisions,  Daewoo  is 
constantly  improving  its  products  to  make  them  the  most  highly 

advanced  on  the  market.  By  putting  such  a  great  importance 
on  high  technology,  Daewoo  has,  in  just  over  20  years,  become 
a  leader  in  industries  as  diverse  as  telecommunications 
and  shipbuilding,  aeronautics  and  automotives,  hotels  and 
finance.  Find  out  how  Daewoo's 
expertise  can  improve  the  way  people  talk 
about  your  company 


Daewoo 's  wide  range  of  high  technology  includes 
state-of-the  art  fiber  optics. 


Daewoo  International  (America)  Corp.  (212)  909-8200. 
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INVESTMENT  BANKING  I 


THE  JUNK  MARKET'S 
BLACK  HOLE 


Sit  tOI 


disays 


Drese 


Nobody  has  stepped  up  to  fill  Drexel's  shoes — and  that  could  mean  years  of  trouble 


On  the  surface,  the  junk-bond  cri- 
sis seems  to  have  passed.  The 
mariiet  appears  a  lot  healthier 
than  it  was  only  a  few  weeks  ago. 
There's  been  a  modest  pre-Thanksgiving 
rally  in  junk-bond  prices.  Some  investors 
are  actively  shopping  for  bargains,  sens- 
ing that  some  bonds  were  beaten  down 
for  no  good  reason.  Analysts  are  once 
again  recommending  selected  high-yield 
securities.  And  a  few  new  junkers  are 
coming  to  market. 

But  don't  be  fooled  by  a  little  trading 
The  $200  billion  junk-bond  market  ha 
broken  down.  Virtually  all  corporals 
bonds  are  traded  in  dealer  markets,  not 
on  organized  exchanges.  So  the  junk 
market  can  only  thrive  if  the  investment 
banks  are  willing  to  buy  and  sell.  But 
the  banks  that  originally 
sponsored  the  junk  and 
promised  to  provide  liquidity 
are  unwilling  to  risk  their 
capital  and  have  pulled  back. 
As  a  result,  institutions 
won't  touch  new  junk,  and 
many  companies'  financing 
plans  are  on  hold  (table).  To 
make  matters  worse,  almost 
every  day  there's  news  of 
yet  another  junk-bond  issuer 
in  danger  of  default. 
A  LONG  SLOG?  There's  a  vac- 
uum on  Wall  Street.  Drexel 
Burnham  Lambert  Inc., 
which  said  that  it  would 
flourish  despite  the  forced  departure  of 
Michael  R.  Milken,  has  now  turned  cau- 
tious. And  so  have  its  competitors.  None 
of  Drexel's  rivals,  including  First  Bos- 
ton, Merrill  Lynch,  Salomon  Brothers, 
and  Shearson  Lehman  Hutton,  wants  to 
become  the  main  player.  The  junk  mar- 
ket, says  Robert  Lupo,  managing  direc- 
tor of  high-yield  research  at  Smith  Bar- 
ney, Harris  Upham  &  Co.,  "is  a 
fragmented,  inefficient  market  that  has 
got  to  slog  along  for  awhile  as  the  deal- 
ers rebuild." 

But  in  the  meantime,  the  refusal  of 
the  big  investment  houses  to  make  a 
liquid  market  in  junk  is  undermining 
Wall  Street.  It  violates  a  cardinal  rule  of 


investment  banking:  If  a  firm  sells  a 
customer  bonds,  its  traders  are  obliged 
to  make  a  continuous,  liquid  market  in 
those  bonds.  If  a  buyer  wants  to  sell,  the 
investment  bank  is  supposed  to  make  a 
fair  offer. 

UNDER  FIRE.  Drexel  comes  under  the 
heaviest  fire.  "We  have  found  Drexel's 
performance  wanting  over  the  last  sev- 
eral quarters,"  says  Tom  Madden,  senior 
vice-president  and  mutual  fund  manager 
at  Federated  Securities  Inc.  "And  we 


u 


source  privately  confirms  that  the  firn 
market-making  efforts  have  deteriorat 
significantly. 

Drexel  is  also  coming  under  attack  fii'C)' 
its  failure  to  restructure  deals  that  ha 
turned  sour.   "People  bought  Drex 
deals  because  they  knew  if  somethii  ato? 
went  wrong,  it  would  get  fixed,"  sa; 
James    R.    Caywood,  president 
Caywood-Christian  Capital  Managemeifcping 
which  has  $L8  billion  under  manag 
ment.  Caywood  says  Drexel  clients  a 


HAVf  KHINO 
MtlXEL'S 
PERFORMANCE 
WANTINO 
OVER  THE  LAST 
SEVERAL 
QUARTERS' 


have  been  vocal  in  expressing  our  criti- 
cism." Drexel  officially  denies  pulling 
back  from  its  commitment,  even  though 
35  people  are  being  laid  off  at  Drexel's 
Beverly  Hills  junk-bond  headquarters. 
"We  make  markets  in  over  1,000  high- 
yield  issues  on  a  daily  basis,  which  re- 
flects our  commitment  in  terms  of  both 
capital  and  people  to  the  market,"  says 
spokesman  Steve  Anreder.  But  a  Drexel 


upset.  In  Drexel's  heyday,  if  an  issi|hiaiiiiig 
was  heading  for  trouble,  the  investmeif  i  sapff 
bank  would  quietly  resuscitate  it,  negopalteadi 
ating  a  restructuring  of  debt  or,  if  nece]  inentji 
sary,  lending  the  companies  money.  I  H  are 
But  some  institutional  investors  s£|t{»an5j 
Drexel  is  no  longer  able  or  willing  to  (l^irantti 
this.  "I  think  Integrated  Resources  w&t  bjjj 
the  beginning  of  the  end  for  Drexelh  (f  igj^ 


says  Caywood,  referring  to  the  episo(it>t 
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ring  when  Drexel  couldn't  roll 
portion  of  the  financial  services 
ly's  $40  million  in  commercial  pa- 
it  was  coming  due.  Without  the 
Integrated  stopped  payment  on  a 
)n  mountain  of  short-term  debt — 
came  one  of  the  few  issuers  to 
on  its  commercial  paper.  "It  was 
)st  confidence-shattering  event 
!en  in  the  high-yield  market," 
)d  says.  Caywood  and  others  say 
tegrated's  bonds  would  not  have 
;d  if  Drexel  had  stepped  in  to  bail 
company.  Adds  Caywood:  "Their 
ie  was  riding  on  that." 
Drexel's  Anreder:  "We  offered 
money  into  the  deal.  The  funda- 
i  deteriorated  sharply.  The  com- 
idn't  want  our  money — it  would 
en  too  costly  in  this  environment, 
very  interested  in  protecting  our 
jrs." 

investors  say  they  see  signs  of 

ishing."  The  practice  is  just  like 

:lling  a  stock:  selling  borrowed 

in  expectation  of  a  drop  in  price 

iping  profits  when  the  stock  is 
back  on  the  cheap.  "A  dealer 
a  junk  bond,  shorts  the  deal, 
down,  and  rides  it  down  5  to  10 
says  one  junk-bond  specialist  at 

stment  bank.  That's  $50  to  $100 

'v  bond  with  a  $1,000  face  value. 

pact  of  this  practice  is  to  drive 

le  value  of  the  same  issues  held 

tutional  investors.  Among  the  is- 

'here  some  analysts 
that  deal-bashing  took 
Fruehauf,  Allied 

and  Ann  Taylor. 

ilts  are  at  the  heart  of 

iakdown  of  the  junk 
In  total,  14  companies 

'aulted  on  $3.4  billion 
bonds  for  the  nine 
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ouble  what  it  used  to 
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Braniff  Inc. — which  recently  filed  for 
bankruptcy — and  Resorts  International, 
which  is  restructuring  its  debt.  First 
Boston  is  working  through  the  problems 
of  Campeau's  Allied  Stores  and  Federat- 
ed Department  Stores  financings.  "The 
dealers  just  don't  have  the  money  to  buy 
back  the  market,"  says  Thomas  Revy, 
managing  director  of  Froley,  Revy  In- 
vestment Co.  in  Los  Angeles. 
If  there  is  any  real  power  left  in  the 


A  TON  or  JUNK 
WAITING  ON  THE  SIDELINES 


Junk  bond  issuer 

Amount 

Underwriter 

Millions  of  dollars 

PEHDiNG 

WEST  POINT-PEPPERELl 

$1,600 

Drexel 

CONTAINER 

750 

Morgan 

TW  SERVICES 

520 

DU 

GENERAL  CHEMICAL 

350 

Merrill 

GORDON  JEWELRY 

250 

Drexel 

ANACOMP 

225 

Drexel 

TWA 

150 

Drexel 

EASCO 

150 

Drexel 

F00D-4-LESS 

150 

Drexel 

MLX 

120 

Drexel 

RIO  FINANCE 

110 

Drexel 

INTERMEDIA  CAPITAL 

105 

Drexel 

GENERAL  HOST 

100 

Drexel 

CELLULAR  TECHNOLOGY 

100 

Shearson 

AMERICAN  RESTAURANT  GROUP      1 00 

Drexel 

MILLICOM 

60 

Bear  Steams 

POSTPONED 

GRAND  UNION 

$1,150 

Salomon 

YORK  INTERNATIONAL 

220 

Goldman 

ETHAN  ALLEN 

156 

Kidder 

MORNINGSTAR 

150 

Bankers 

AMERICAN  MARKHING 

100 

Shearson 

DATA:  DONALDSON,  LUFKIN  &  JENRETTE 

junk  market,  it's  to  be  found  on  the 
"buy  side" — mainly  the  insurance  com- 
panies and  mutual  funds  that  buy  junk 
bonds.  These  buyers  now  can  almost  dic- 
tate the  terms  on  which  new 
issues  get  to  market.  And 
right  now  they  are  balking 
at  most  bonds.  Salomon  in 
October,  for  example,  put  its 
$1.15  billion  underwriting 
for  Grand  Union  Co.  on  the 
back  burner  until  market 
conditions  improve.  And 
Bankers  Trust  Co.'s  $150 
million  issue  for  Morning- 
star — which  was  to  be  the 
bank's  debut  in  the  junk- 
bond  market — had  also  been 
postponed. 

Buyers  are  demanding 
that  borrowers  place  more 
equity  into  their  companies,  some  20%  to 
25%'  more,  in  a  market  where  borrowers 
used  to  skate  by  with  virtually  no  equi- 
ty. Coniston  Partners,  for  instance,  had 
to  scrap  a  $1.2  billion  junk  offering, 
which  was  part  of  its  $3  billion  purchase 
of  TW  Services  Inc.,  a  food-services  com- 
pany based  in  Paramus,  N.  J.,  that  owns 
Denny's  and  Hardee's  restaurants.  So  it 
has  now  revamped  the  proposal  by 
shrinking  the  junk-bond  portion  of  the 
issue  to  $520  million  and  doubling  the 
equity  infusion  to  $440  million.  Buyers 
are  also  turning  thumbs  down  on  deals 
that  depend  on  future  asset  sales  to  pay 
off  debt.  Borrowers  have  to  show  buy- 
ers that  they  can  make  payments  the 
old-fashioned  way — out  of  cash  flow. 
Says  an  investment  banker:  "The  mar- 
ket won't  buy  'trust  me'  bonds." 
MORE  BUYING  POWER.  Buyer  pressure  is 
slowly  wringing  the  excesses  out  of  the 
junk  market.  And  there  is  still  demand 
for  quality  high-yield  bonds.  A  few  junk 
issues,  such  as  MCI  Communications 
Corp.,  have  graduated  to  investment- 
grade  ratings.  That  means  junk  portfolio 
managers  need  to  sell  them  and  replace 
them  with  higher-yielding  paper.  Some 
successful  issuers  are  planning  to  retire 
outstanding  junk,  and  many  companies 
with  cash  are  looking  to  buy  their  bonds 
back  at  a  discount.  All  told,  these  factors 
could  add  about  $20  billion  in  buying 
power  to  the  junk-bond  market.  "Be  as- 
sured that  this  current  market  weakness 
is  not  permanent,"  says  Peter  Acker- 
man,  director  of  International  Capital 
Markets  Services  for  Drexel. 

That  is  Drexel's  great  hope.  And  in- 
deed, unfettered  markets  have  a  history 
of  righting  themselves.  But  the  vacuum 
that  Drexel  has  left  will  not  be  easily 
filled.  That  means  that  there  could  be 
more  upheavals  before  the  market  finds 
solid  footing  again. 

By  Leak  J.  Nathans,  tvith  Larry  Light  in 
New  York  and  Eric  Schine  and  Kathleen 
Kerwin  in  Los  Angeles 
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YES,  THE  STOCK  MARKET'S  RISKY.  WHY  lOOK  FOR  A  SCAPEGOATi 


2.0- 


One  of  the  most  peculiar  chap- 
ters in  recent  Wall  Street  histo- 
ry,  the  Program  Trading  Witch 
Hunt  of  1989,  seems  to  be  entering  a 
new  and  less  sinister  phase.  Defenders 
of  the  practice  are  beginning  to  speak 
up,  and  publications  as  divei-se  as  In- 
vestment Dealers'  Digest  and  TTie  Neiv 
York  Times  have  come  out  against 
banning  computer-driven  ti-ading.  But 
to  \iew  program  trading  in  its  proper 
role — red  herring — one  must  take  a 
hard  look  at  that  other  well-flayed 
"menace,"  stock-market  volatility'. 

For  those  who  see  program  traders 
as  the  warlocks  of  the  financial  world, 
volatility  is  the  enl  spell  they  cast  on 
Wall  Street.  Investors  are  so  repelled 
by  volatility,  it  is  ar- 
gued, that  they  stay 
away  from  stocks — re- 
ducing liquidity  and 
causing  still  more  vola- 
tility'. Leading  the  anti- 
volatilitv  chorus  is  the 
New  York  Stock  Ex- 
change. In  one  recent 
op-ed  page  article, 
NYSE  Chairman  John  J. 
Phelan  Jr.  asserted 
that  "excess  volatility 
has  become  a  major  en- 
emy of  the  \ital  func- 
tion of  this  nation's  se- 
curities markets" — 
maintaining  a  fail-  mar- 
ketplace for  investors. 
Bursts  of  trading,  he 

maintains,  "create  pub-  ,  

lie  disaffection  with  securities  ti-ading 
and  di-ive  off  investors." 
TREACHEROUS  PLACE.  Submerged  in 
the  debate  are  three  key  questions:  Is 
the  market  ti'uly  volatile?  If  so,  does  it 
matter?  And  who  gets  hurt  by  volatili- 
t}'?  An  examination  of  these  issues 
makes  it  clear  that,  like  the  arguments 
over  program  trading,  the  fretting 
over  volatilit}'  is  as  much  a  product  of 
m\tholog>'  as  fact.  And  the  NYSE's  so- 
licitude is  directed  not  at  small  inves- 
tors but  the  specialists  on  the  ex- 
change floor  who  have  the  most  to  lose 
when  panic  selling  occurs.  "There  are 
powerful  special  interests,  notably 
within  the  specialist  community  and 
brokerage  community,  who'd  love  to 
see  a  return  of  the  good  old  days," 
asserts  Robert  D.  Amott,  chief  invest- 
ment officer  of  First  Quadrant  Coi-p.. 


a  Pasadena  (Calif.)  money  manager. 

True,  there's  something  to  the  argu- 
ment that  the  public  is  tired  of  stock 
market  declines  (no  one  seems  to  wor- 
n,'  about  "volatile"'  up  days).  The  190- 
point  drop  in  the  Dow  Jones  industrial 
average  on  Oct.  13  ceitainly  fed  the 
widespread  perception  of  the  stock 
market  as  a  treacherous  place.  The 
main  source  of  concern  has  been  the 
form  of  program  trading  known  as  in- 
dex arbitrage,  in  which  traders  buy 
and  sell  large  quantities  of  stock  to 
take  advantage  of  disparities  between 
stock  index  futures  and  the  underKing 
indexes.  A  succession  of  academic 
studies  have  rejected  the  argument 
that  index  arbitrage  makes  the  mar- 


MARKET  VOLATILITY  IS  ON  THE  WANE 


DAILY  PERCENT  VARIATION 
IN  THE  S&P  500- 


6/1,73-  10,1,79-  iO/1,82- 
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kets  more  volatile.  But  it's  the  percep- 
tion, not  the  reality,  that  has  driven  the 
anti-progi-am-ti-ading  campaign. 

Program  bashing  becomes  even 
more  ludicrous  when  one  examines  the 
actual  amount  of  volatility"  in  recent 
years.  Economists  measure  volatility 
by  looking  at  how  stock  prices  vary 
day  to  day.  They  first  compute  the  av- 
erage change  over  a  period  of  time  and 
then  the  degree  to  which  there  are 
variations  from  that  average.  The 
greater  the  variation,  the  greater  is 
volatility.  When  these  numbers  are  tot- 
ed up,  the  e\idence  is  clear  that  the 
market  is  actually  growing  less  vola- 
tile, despite  Oct.  i3.  In  1989,  the  varia- 
tions in  the  Standard  &  Poor's  500- 
stock  index  were  usually  no  more  than 
0.85^^  a  dav  (chart).  That's  well  under 
the  l.Oe^r  figure  for  1988  or  the  2.12^- 


of  1987.  Volatility  this  year,  in  fact,  i 
little  less  than  it  was  back  in  the  IB'I 
well  before  the  start  of  program  ti 
ing,  according  to  statistics  compiled 
Franklin  R.  Edwards,  director  of 
Center  for  the  Study  of  Futures  IM 
kets  at  Coknubia  University. 
SMOKE  SCREEN.  Numbers  like  tl 
make  it  hard  to  support  the  view  t 
the  stock  market  is  volatile.  Genen 
it  is  not.  The  problem,  is  not  that 
market  is  jittery,  but  that  q\-qt\  n 
and  then  it  has  a  ner\'ous  breakdoi 
When  huge  sell  orders  hit  the  mart 
pressure  builds  on  the  specialists 
the  exchange  floor,  who  have  the 
of  making  an  orderly  market  in  seci 
ties  assigned  to  them.  On  Oct.  13, 
example,  the  spec; 
ists  were  inundated 
a  flood  of  sell  orders 
deal  stocks,  sparked 
news  that  the  buyi 
of  U.-VL  Corp.  had  < 
lapsed.  That  toucl 
off  the  selling  wave 
The  stock  exchar 
has  tried  to  shore 
the  specialist  syste 
In  the  wake  of 
1987  crash,  the  NT 
raised  the  minimi 
capital  requirement 
specialists  tenfold, 
SI  million,  and  trip 
the  minimum  share 
sition  they  must 
able  to  maintain 
each  stock,  from  5,( 
to  lo.CKX)  shares.  But  such  steps  do 
get  to  the  heart  of  the  matter:  1 
reluctance  of  speciahsts  to  risk  los: 
their  capital  when  institutional  sell 
ders  cascade  in.  "If  from  time  to  ti 
you're  going  to  have  the  \"irus  of  v( 
tilit}',  you  have  to  relieve  me  of  resp 
sibility,"  one  specialist  complains. 

But  is  it  realistic  for  any  business 
expect  that  it  will  be  allowed  to  tun 
profit  when  times  are  good — a 
shielded  from  losses  when  the  goi 
gets  tough?  Some  obser\"ers  have  p 
posed  an  electronic  trading  system  tl 
would  match  buy  and  sell  ordc 
thereby  remo\"ing  the  human  eleme 
'\r\'hatever  the  solution,  it's  time  to 
store  rationality  to  the  pubhc  debate 
lifting  the  smoke  screen  and  stop  bla 
ing  program  trading  and  volatility 
all  the  market's  ills. 
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MONEY  &  BANKING  I 


LEWIS:  NCNB  HAS  SOLICITED  100,000  NEW  ACCOUNTS  THIS  YEAR 


TEXAS'  BORN-AGAIN  BANKS 
FIND  A  SAVIOR:  CONSUMERS 


Retail  accounts  are  adding  millions  to  bankers'  bottom  lines 


I 


t  has  happened  a  lot  faster  than  most 
people  thought  possible.  The  carpet- 
baggers who  have  taken  over  Texas 
banking  are  starting  to  make  money. 
And  they're  doing  it  in  a  new-fashioned 
way — for  Texas,  that  is — through  retail 
banking. 

The  strategy  is  really  paying  off. 
NCNB  Corp.  in  Charlotte,  N.  C,  one  of 
the  hottest  banks  in  the  country  and  a 
master  of  consumer  banking,  earned 
41%  of  its  net  income  from  Texas  opera- 
tions in  the  first  nine  months  of  the 
year.  And  with  the  oil  business  flat 
on  its  back  and  the  real  estate  mar- 
ket mired  in  depression,  the  results 
are  even  more  astonishing. 

The  other  out-of-state  banks  that 
have  come  to  dominate  the  troubled 
Texas  banking  industry  are  scram- 
bling for  a  piece  of  the  retail  mar- 
ket. Texas  Commerce  Bancshares 
(TCB),  owned  by  Chemical  Banking 
Corp.,  is  in  the  thick  of  the  battle 
for  customers.  And  Banc  One 
Corp.,  of  Columbus,  Ohio,  whose 
chain  of  innovative  consumer  banks 
stretches  across  the  Midwest,  is 
just  beginning  to  take  off  in  Texas. 
In  July,  Banc  One  signed  a  deal  to 
buy  20  failed  banks  formerly 
owned  by  Dallas-based  MCorp. 

The  lure  is  one  of  the  biggest 
retail  markets  in  the  nation.  With 
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$175  billion  in  deposits,  Texas  ranks 
third  in  retail  riches  after  California  and 
New  York.  Yet  the  market  had  been 
largely  ignored  by  homegrown  Texas 
bankers  who  were  obsessed  with  lucra- 
tive real  estate  and  oil  deals.  Many 
banks  didn't  even  have  consumer  depart- 
ments until  recently,  ceding  the  retail 
market  to  the  state's  thrift  industry. 

NCNB  has  been  the  fiercest  competitor 
by  far.  It  acquired  the  failed  banks  of 
First  RepublicBank  Corp.  in  1988  and 
has  so  far  invested  $1.3  billion  as  part  of 


THE  BIGGEST  BANKS  IN  TEXAS 

Bank                                                            Assets  - 

Billions  of  dollars 

NCNB  TEXAS 

NCNB  Corp.  of  Charlotle,  N.C.,  moved  into  Texas  in 
1 988  by  buying  the  failed  banks  of  First  RepublicBank 

$30.2 

TEXAS  COMMERCE  BANCSHARES 

Troubled  by  bad  real  estate  loans,  TCB  was  purchased 
by  Chemical  Banking  Corp.  in  1987 

16.7 

FIRST  CITY  BANCORP. 

An  investor  group  led  by  banker  A.  Robert  Abboud 
took  control  of  the  bank  1 8  months  ago 

13.6 

BANC  ONE  TEXAS 

Banc  One  of  Columbus,  Ohio,  established  its  franchise 
in  July  after  buying  MCorp's  20  failed  banks 

12.6 

FIRST  INTERSTATE  BANCORP 

Los  Angeles-based  First  Interstate  entered  the  Texas 
market  in  1988  after  acquiring  Allied  Bancshares 

6.4 
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a  federally  assisted  bailout.  But  NCNi 
eager  to  expand  beyond  its  Dallas  bea 
head.  In  October,  it  acquired  Univer; 
Federal  Savings  Assn.,  an  insolv 
Houston  thrift,  and  now  has  ! 
branches.  Kenneth  D.  Lewis,  presid 
of  NCNB  Texas,  sees  a  600-branch  i 
work  across  the  state  within  five  ye; 

To  attract  customers,  NCNB  is  offer 
a  packaged  account  that  offers  f 
checking,  credit  cards,  and  an  ex 
quarter-point  above  prevailing  rates 
certificates  of  deposit.  Common  in  ot 
regions  of  the  country,  such  one-s 
banking  is  still  something  of  a  revelat 
in  Texas.  Dubbed  "Resource  Saving 
the  program  has  brought  in  100,000 
counts,  or  $2.8  billion  in  deposits,  si 
January.  NCNB  is  pushing  heavily  i 
consumer-lending  services  as  well, 
ready,  the  bank  is  originating  $90  mil 
in  home  mortgages  each  month. 
LOANS  BY  PHONE.  Federal  regulalj 
have  helped  ncnb's  retail  assault. " 
bank  received  $2.8  billion  in  tax  bene 
as  part  of  the  First  Republic  baili 
Analysts  say  that  allows  the  bank 
offer  slightly  cheaper  loans  while  us 
the  tax  credits  to  offset  narrower  rt 
gins.  And  they  reckon  that  NCNB  i 
has  $2.6  billion  in  unused  tax  cred 
Indeed,  Wall  Street  remains  enthu^ 
tic.  ncnb's  stock,  which  trades  at  aroi 
49,  has  doubled  in  value  since  the  b 
bought  First  Republic's  franchise. 

NCNB  isn't  the  only  bank  to  capitj 
on  a  bailout  using  a  retail  strata 
When  Chicago  banker  A.  Robert  Abh 
led  an  investor  group  that  took  ( 
management  of  First  City  Bancorpj 
Texas  Inc.  in  a  government  bailout  i 
year,  the  bank  was  reeling.  Now, 
boud,  who  was  forced  out  as  chair] 
of  First  Chicago  Corp.  in  1980,  is  p| 
ing  into  uncharted  consumer  fields, 
big  attraction:  a  "loan-by-phone"  seil 
that  allows  customers  to  apply  for  ca 
student  loans  without  ever  visi 
the  bank.  The  bank  also  plani 
test  branches  at  six  superman 
owned  by  Houston's  Fiesta  Mai 
Equally  impressive  is  First  C 
slick  ad  campaign.  The  bank's! 
gan,  "The  Time  for  Texas  Is  Ni 
is  plastered  on  everything  frorai 
boards  to  car  bumper  stickers, 
the  bank's  management  has  inl 
ated  its  rivals  by  calling  itself 
only  true  Texas  bank  left  now 
Abboud  has  relocated  to  Housi 
In  the  past  12  months,  1 
City's  loan  volume  has  risen  15' 
$7.8  billion,  and  deposits  an 
10%,  to  $10.3  billion.  About  ha 
the  growth  has  come  directly 
retail  customers.  First  City's  t 
quarter  earnings  totaled  $28. 
lion,  up  22%.  And  its  share 
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now  stands  at  $38,  up  67%  since  Abboud 
took  control  in  May,  1988. 

The  push  into  retail  hasn't  been  a  pan- 
acea for  everj'one.  Chemical  and  Los  An- 
geles-based First  Interstate  Bancorp, 
which  acquired  their  Texas  contenders 
without  any  federal  assistance,  are 
struggling.  TCB  and  the  Houston  subsid- 
iary  of  First  Interstate  had  been  count- 
ing on  retail  banking  to  perk  up  perfor- 
mance. But  TCB  continues  to  grapple 
with  bad  real  estate  loans.  Nonperform- 
ing  assets  total  $1.1  billion,  or  11%  of 
loans  outstanding.  Similarly,  First  Inter- 
state's  consumer  banking  effort  has 
been  overshadowed  by  $459  million  in 
bad  loans,  also  11%  of  its  loan  portfolio. 
HOT-LINE  BONANZA.  Still,  competition  in 
retail  banking  is  heating  up.  Banc  One,  a 
pioneer  in  consumer  banking,  won't 
close  its  deal  to  buy  MCorp's  former 
banks  until  January.  But  it's  already  so- 
liciting credit-card  customers  by  mail. 


One-Stop  banking  services, 
common  in  the  rest  of 
the  country,  have  been 
a  revelation  in  Texas 


The  bank  also  plans  to  lobby  Texas  law- 
makers to  legalize  home-equity  loans. 

There  are  even  signs  that  some  of 
Texas'  battered  thrifts,  which  have  tradi- 
tionally controlled  the  consumer  market, 
have  regained  enough  strength  to  com- 
pete again.  Lewis  Ranieri,  the  Wall 
Street  whiz-turned-savings  banker,  has 
quietly  repositioned  his  Houston-based 
United  Savings  Assn.  In  July,  he  hired 
away  a  top  Chemical  executive  who  had 
been  sent  down  to  lead  TCe's  consumer 
drive.  Indeed,  when  xc'XB  acquired  Uni- 


versity Federal  Savings  and  slashed  t] 
lofty  CD  rates  offered  by  the  thrift,  R; 
ieri  responded  by  advertising  telepho' 
hot-line  numbers  to  solicit  angrj'  custo 
ers.  It  drew  $15  million  in  three  days 

Still,  skeptics  wonder  if  there's  goi 
to  be  enough  business  to  go  around, 
far,  most  banks  have  avoided  all-out  r 
wars.  But  if  the  competition  keeps  gro 
ing,  says  Stephens  Inc.  banking  analj 
Frank  Anderson,  lower  loan  rates  coi 
follow,  squeezing  profit  margins. 

Another  potential  land  mine:  Gove: 
ment  agencies  must  still  sell  off  soi 
$80  billion  of  repossessed  real  estate, 
hurried  sale  could  further  undermi 
land  values  in  Texas  and  cost  the  ban 
dearly.  But  for  the  time  being,  the  c 
petbagger  banks  who  have  flocked 
Texas  are  betting  on  a  continued  rena 
sance  in  retail  banking. 

By  Mark  Ivey  in  Houston  and  Ke 
Kelly  in  Dallas 


MARKETS  I 


GOLD'S  UP— AND  THEREIN 
LIES  A  RIDDLE 


What  accounts  for  the  rally?  Some  unusual  suspects 


The  Sleeping  Beauty  of  the  invest- 
ment world  has  finally  woken  up. 
After  a  long,  slow  decline  through 
1989,  gold  has  been  steadily  climbing, 
hitting  $393  per  ounce  on  Nov.  15,  up 
from  a  three-year  low  of  $359  in  Septem- 
ber. The  big  mystery  is,  what  sparked 
the  rally? 

Certainly  none  of  the  usual  suspects. 
There's  not  a  hint  of  accelerating  infla- 
tion. The  world's  political  anxiety  level 
has  been  falling  as  quickly  as  the  Berlin 
Wall.  And  strike  threats  at  the  mines  in 
South  Africa  are  nonexistent. 

The  gold  rally  started  in  September, 
when  the  dollar  weakened  a  bit  after  a 
long  climb.  Measured  against  an  index 
of  foreign  currencies,  it  lost  nearly  5' t  of 
its  value  during  September  and  October. 
Although  the  greenback  has  recovered 
somewhat  since,  speculators  continue  to 
nibble  on  gold,  anticipating  another  dol- 
lar falloff.  Much  of  the  renewed  buying 
comes  from  Japan,  Switzerland,  and  the 
Middle  East. 

NERVOUS  MONEY.  Gold  is  also  benefiting 
from  the  190-point  stock  market  drop  on 
Oct.  13.  The  market's  crash  and  subse- 
quent days  of  volatility  sent  some  inves- 
tors scurrying  into  the  yellow  metal. 
"The  safe  haven  for  the  nervous  money 
is  once  again  gold,"  says  John  P.  Norris, 


vice-president  of  Citibank's  precious 
metals  center. 

But  the  strength  comes  from  more 
than  nervous  money.  Japanese  property 
and  casualty  insurance  companies  re- 
cently gained  permission  to  invest  as 
much  as  3%  of  their  assets  in  gold.  Al- 
though purchases  have  so  far  been  mod- 
est, if  these  insurers 
bought  up  to  their  limit, 
they  could  channel  $4.2 
billion  into  gold,  says  Ta- 
keo  Umezawa,  assistant 
general  manager  of  Su- 
mitomo Corp.'s  precious 
metals  department.  Au- 
gust Arace,  a  portfolio 
manager  of  the  Freedom 
Gold  &  Government  mu- 
tual fund,  also  spots  a 
burgeoning  demand  from 
Eastern  Europe.  With  the 
devaluation  of  the  ruble. 


GOLD'S 
AUTUMN  ASCENT 


SEPT.  4 
▲  OOLURS  PER  OUNCE 

OAa  coMMODnv  exchange 


he  argues,  Russian  consumers  will  try  to 
preserve  their  purchasing  power  by  con- 
verting some  of  their  currency  into  gold, 
both  legally  and  on  the  black  market. 
That  scenario  could  be  repeated  in  other 
communist  nations  as  they  attempt  to 
reform  their  economies. 

In  recent  years,  every  time  the  gold 
price  kicked  up,  so  did  supply.  Producers 


would  flood  the  market  with  the  met 
overwhelm  demand,  and  drive  pric 
back  down.  This  time,  however,  forei 
and  domestic  producers  are  holding  ba 
supplies  in  expectation  of  higher  pri( 
to  come. 

'NO  BIG  DEAL.'  The  repayment  of 
loans  also  keeps  supplies  tight.  In 
past  few  years,  U.  S.  mining  compan] 
seeking  to  finance  exploration  wo; 
borrow  gold,  sell  it  to  raise  cash 
repay  it  from  future  output.  But  n^ 
fewer  gold  loans  are  being  made, 
considerable  newly  mined  gold  is  go; 
to  repay  existing  loans.  As  a  res 
notes  Bruce  Kaplan,  president  of 
own  metals  consulting  firm  in  Sa 
Monica,  Calif.,  "there's  very  little  m: 
rial  in  the  market  now." 
All  the  interest  in  gold  leaves  some 
the  goldbugs  smug.  T 
have  argued  for  mon 
that  gold  was  oven 
for  an  upturn.  They 
point  to  the  activity 
gold  mining  stoc 
which  have  climbed 
since  midyear.  A  rise 
gold  equities  tradition; 
presages  a  rise  in 
bullion. 

Overall,  then,  the  a: 
lysts'  mood  is  bullish- 
a  tad  blase:  "When 
think  gold  was  at 


J  I  I  I  I  I  I  I  L 


this  time  last  year,  this  is  no  big  de 
says  Ted  Arnold,  London-based  precii 
metals  analyst  for  Merrill  Lynch  & 
Gold's  next  test  will  be  to  vault  the 
mark  and  stay  there.  If  that  happe 
it'll  be  proof  that  the  sleepy  metal  Ij 
rejoined  the  land  of  the  living. 

By  Troy  Segal  in  Sew  York,  with  bun 
reports 
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AMERICAN  FRUCTOSE 
MAY  BE  MAKING 
TWO  MOUTHS  WATER 


American  Fructose  could  find  it- 
self a  sweet  deal  before  long. 
Some  of  the  smart-money  pros 
who  have  been  snapping  up  shares  of 
this  major  producer  of  high-fructose 
corn  syrup  think  the  company  may 
soon  become  the  object  of  a  bidding 
war  between  a  U.  S.  suitor  and  a  for- 
eign one.  The  stock,  which  traded  at  15 
last  summer,  is  up  to  20. 

Archer  Daniels  Midland,  which  ac- 
quired a  2.3%  stake  in  American  Fruc- 
tose in  early  August,  has  since  in- 
creased that  holding  to  more  than  9%. 
One  of  the  world's  largest  processors 
of  soybeans,  corn,  and  flour.  Archer  is 
already  a  big  producer  of  high-fructose 
corn  syrup,  the  widely  used  alternative 
sv/eetener  to  sugar. 

"It's  becoming  apparent  that  Archer 
Daniels  would  like  to  expand  its  corn- 
sweetener  business  by  possibly  acquir- 
ing American  Fructose,"  says  one  New 
York  investment  manager.  He  expects 
Archer  Daniels  to  propose  an  acquisi- 
tion or  merger  sometime  soon. 

The  foreign  possibility  is  a  large  Eu- 
ropean food  company  with  sugar  and 
sweetener  operations.  One  pro  whose 
investment  group  has  started  buying 
American  Fructose  shares  expects  the 
foreign  company  to  make  a  move  soon. 
WIDER  MARGINS.  Anyone  making  a  seri- 
ous bid  for  American  Fructose  will 
have  to  win  the  support  of  American 
Maize-Products,  the  owner  of  40.6%  of 
American  Fructose's  Class  A  stock  and 
70%  of  its  Class  B  stock.  (The  B  stock- 
holders elect  three-quarters  of  the  di- 
rectors.) American  Maize,  which  until 
1984  owned  all  of  American  Fructose, 
makes  name-brand  cigars,  chewing  to- 
bacco, and  snuff  tobacco.  "American 
Maize  is  said  to  be  shopping  for  a  buy- 
er for  its  stake  because  it  wants  to 
concentrate  on  making  consumer  prod- 
ucts," says  one  analyst.  He  notes  that 
a  big  block  of  shares  in  the  hands  of 
just  one  owner  would  make  it  easy  to 
negotiate  an  acquisition. 

With  or  without  a  takeover,  "Ameri- 
can Fructose  is  a  very  attractive,  un- 
dervalued stock,"  says  Lee  Tawes,  a 
food-industry  analyst  at  Oppenheimer. 
Its  assets  alone  are  worth  $35  a  share, 
and  the  stock  sells  for  a  cheap  eight 
times  expected  1989  earnings  of  $2.50  a 
share  compared  with  the  food  Indus- 


AMERICAN  FRUCTOSE 
STOCK:  ON  THE  MOVE  AGAIN 
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try's  average  of  14  times  earnings. 
Last  year,  the  company  earned  $1.22. 
Tawes  estimates  cash  flow  for  1989  at 
$3.75  a  share,  with  $5  seen  for  1990. 

That's  not  all.  Tawes  says  American 
Fructose's  profit  margins  should  widen 
in  the  current  quarter  and  throughout 
next  year.  In  part,  that's  because  corn 
now  costs  30$  to  40$  a  bushel  below 
last  year's  price.  At  the  same  time,  the 
cost  of  sugar  is  going  up,  which  should 
give  corn-syrup  producers  room  to 
raise  prices.  And  just  as  prices  are  ris- 
ing, American  Fructose  is  expected  to 
increase  production  capacity  by  15% 
next  year.  All  told,  that  should  boost 
earnings  to  $3.25  a  share.  An  American 
Fructose  spokesman  says  he  believes 
Archer  Daniels'  stake  in  the  company 
is  for  the  long  term. 


AN  ENGLISH  SUITOR 
FOR  MAX  &  ERMA'S? 


For  a  regional  chain  of  moderately 
priced  eateries  based  in  Colum- 
bus, Ohio,  Max  &  Erma's  Restau- 
rants has  wide-ranging  appeal,  attract- 
ing attention  from  as  far  away  as 
London.  That's  where  Mercury  Asset 
Management,  which  has  acquired  a 
5.6%  stake,  is  based. 

It  isn't  clear  just  what  that  British 
investor  group  has  in  mind,  but  if  it's 
scouting  for  a  turnaround  play  with 
good  prospects  of  strong  earnings 
growth.  Max  &  Erma's  fits  the  bill. 
"We  expect  Max  &  Erma's  per-share 
earnings  to  advance  50%'  this  year  and 
about  657<j  in  1990,"  says  Dave  Geraty, 
an  analyst  at  Equitable  Securities.  A 
new  management  team  that  took  con- 
trol in  1987  has  brought  "operating 


and  financial  direction  and  discipline 
Max  &  Erma's  that  were  unseen  in 
17-year  history,"  he  says. 

Relative  to  its  peers,  Max  &  Ern 
is  an  undervalued  stock,  says  Ro 
Lipton,  a  managing  director  at  La(; 
burg,  Thalmann,  who  has  acquire^ 
6.5%  stake.  He  notes  that  other  v, 
financed  companies  in  the  Indus 
such  as  Cracker  Barrel,  Chili's,  Sbai 
Shoney's,  and  Buffet's,  haven't  b] 
growing  as  fast  as  Max  &  Erma's. ' 
their  stocks  are  trading  at  price-K 
ings  ratios  of  more  than  17  times  e 
mated  1990  earnings,  compared  v 
Max  &  Erma's  p-e  of  13.  Max  & 
ma's  shares,  which  traded  as  low  a 
in  April,  have  climbed  to  8.  Mans 
ment  owns  some  50%  of  the  stock. 

Lipton  notes  that  the  predict^ 
earnings  and  strong  cash  flow  at  n| 
erately  priced  restaurants  have  res 
ed  in  about  25  takeovers  and  levera 
buyouts  in  the  past  couple  of  yei 
including  Chi-Chi's,  TGI  Friday's, 
Services,  Jerrico,  and  King's  Table! 

Lipton  values  Max  &  Erma's  as| 
at  $18  a  share.  He  expects  five  i 
restaurants  in  the  next  six  monthi 
addition  to  the  13  the  company  own 
Ohio,  Kentucky,  Michigan,  Indis 
and  Pennsylvania.  That  should  p 
1990  sales  to  $35  million  from  an 
mated  $25  million  in  1989,  says  Lipj 


U.S.  SHOE  MAY  DRC 
ONE  OF  THEM 


uyout  talk  about  U.  S.  S 
.seems  to  have  faded,  andj 
'stock  has  fallen  to  19  from 
pre-1987-crash  high  of  35.  But  s 
pros  think  the  company  will  sooi 
back  on  the  takeover  scene.  They: 
U.  S.  Shoe  will  restructure  by  spini 
off  its  Precision  Lenscrafters  op 
unit.  One  analyst  estimates  that  Ij 
crafters  alone  is  worth  $15  a  shan 
U.  S.  Shoe  has  two  other  divisi 
women's  specialty  retailing  and 
wear  manufacturing  and  retailing, 
company  has  2,512  retailing  out 
consisting  of  1,758  apparel  storeSy 
optical  retail  outlets,  and  458 
stores.  It  tried  to  sell  its  shoe  o] 
tions  in  April,  but  a  group  led  by 
rill  Lynch  withdrew  its  offer  to  b] 
for  $12  a  share.  ! 

An  investor  group  that  takes  bij 
sitions  in  takeovers  has  been  bu 
shares,  mostly  in  late  October,  \ 
the  stock  fell  to  $17  a  share  from  f 
share  earlier  in  the  month,  accordii 
one  takeover  pro.  The  group  is  beli 
to  have  accumulated  a  4%  stake 
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Vhat  can  you  expect 
from  BellSouth 


e  South? 


.■llSf)uth(  otporation 


Everything  you'd  expect 
from  a  le^mg  provider 
of  advanced  voice  and  data 
communications  systems. 

From  its  strong  telecommuni- 
cations roots  in  the  South, 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  across 
the  country  with  sophisticated 
voice  and  data  communications 
systems  and  services. 

BellSouth  Ccin  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth  of- 
fers products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Marketing  organizations  are 
in  place  to  support  our  commit- 
ment to  responsive  customer 
service. 

When  it  comes  to  voice  cind 
data  communications  systems, 
BellSouth  can  provide  the  solutions 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BeUSouthcall  1-800-522-2355. 


BELLSOUTH 


Everything  you  expect  from  a  leader.^- 


COMMUNICATIONS 


MOBILE  COMMUNICATIONS 


INFORMATION  SYSTEMS 


COMPUTERS 
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"  halt;  who  goes  there?"    Tnte^r  e:oSh  "°b;(: 

time  you  determine  whether  that  "blip"  is  an  enem\  tank  or  a  complacent  cow,  it  could 
late  to  take  the  right  action.    But  now,  with  an  advanced  form  of  radar  technolog\  called  v.^^ 
meter  wave,  Martin  Marietta  has  made  more  exact  target  recognition  possible  — w  ith  great  s^ 
and  precision.  Millimeter  wave  can  distinguish  a  truck  from  a  tree,  a  tank  from  a  truck,  and 
a  column  of  tanks  from  a  herd  of  cattle  bv  recognizing  the  unique  radar  signature  — or  "fingerpr:[^^ 


■  N^rietia  Corporal,! 


nillimeter  wave  doesn't  just  tell  you  //  something's  there;  it  tells  you  automatically  what's 
-quickly,  precisely,  and  regardless  of  inclement  weather.  At  Martin  Marietta,  we  apply  the 
:reative  intelligence  to  millimeter  wave  technology  that  we  bring  to  other  systems  and  products 
ense  electronics,  space,  communications,  information  management,  energy  and  materials. 
;'s  what  distinguishes  us  in  our  field. 


TERMINDING  TOMORROW'S  TECHNOLOGIES.  ESZSiBBEi&SSi&l 

bHOl  KtXKLtDCE  [)KIVL  litlMtSOA,  MAKMANI)  JI)HI7 
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Mainframe?  Noway 
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"Fifteen  minutes  with  Oracle  Financials,  and  I  knew 
I'd  never  be  here  justify  ing  a  mainframe  to  the  board."  yParidCFO  Cadence 


Vjadence  Design  Systems  has  emerged    the  number- 
one  integrated  circuit  design-automation  company  in  the 
world.  But  rapid  growth  created  complex  accounting  prob- 
lems: acquisitions,  merging  of  different  accounting  systems 
and  decentralization.  One  simple  demonstration  showed 
Cadence  that  Oracle  Financials"*  delivers  world-class  function 
aiit>".  yet  is  so  easy  to  learn  and  use  that  diey'd  never  have  to 
read  tiie  manual. 

Fifteen  minutes  was  enough  to  convince  Cadence  diat 
Oracle  Financials'  distnbuted.  multi-processor  architecmre 
gave  them  the  only  alternative  to  a  mainframe  purchase. 
Now.  they  just  just  keep  adding  inexpensive  processors  as  the} 
need  ihem. 

Fifteen  minutes  showed  Cadence  the  same  application  portability- 
!n  which  both  ihe\'  and  Oracle  owed  their  worldwide  success. 


Cadence  deli\"ers  the  same  soft\vare  on 
cost-effective  workstations,  and  Oracle  is 
the  only  company  that  offers  application 
portability".  No  one  else  is  even  trying. 

One  demonstration  was  well  worth 
Cadence's  time.  It'll  be  worth  yours. 
Call  todav  to  reserv  e  a  seat  in  the  next 
free  Oracle  Financials  seminar  and 
demonstration. 

ORACLG 

CaU  l-800-OR.\CLEl.e\l.  83"8  today. 

See  how  much  15  minutes  can  be  worth 


Oracle  Financials 


Commentary/by  Aaron  Bernstein 


lAT'S  DRAGGING  PRODUCTIVITY  DOWN?  WOMEN'S  lOW  WAGES 


»r  years,  lagging  productivity  in 
he  service  sector  has  been 
)lamed  for  all  manner  of  econom- 
The  argument  is  that  the  ineffi- 
of  U.  S.  service  companies  has 
buted  to  the  stagnation  of  in- 
and  hurt  overall  living  stan- 
Since  the  mid-1980s,  many  econ- 
;  have  been  saying  that  any  day 
computerization  of  the  office  and 
}ueeze  from  foreign  competition 
mcial  services  will  begin  to  boost 
ncy.  Then,  they  predict,  many  of 
"oductivity  problems  should  ease 
11. 

the  U.  S.  may  have  a  long  wait, 
now,  service  companies  have  lit- 
;entive  to  invest  in  new  technol- 
'  labor-saving  work  methods  that 

productivity.  Unlike  European 


On  average,  women  have  been  paid 
65%  to  10%  of  what  men  earn.  So,  as 
more  of  them  entered  the  work  force, 
U.  S.  labor  markets  were  flooded  with 
relatively  cheap  workers.  At  the  same 
time,  American  unions  lost  much  of 
their  strength  in  the  1970s  and  1980s, 
and  the  minimum  wage  remained  con- 
sistently lower  and  less  well-enforced 
than  in  Europe.  That  put  employers  in 
the  driver's  seat  when  the  demand  for 
services  took  off  in  the  1960s.  With 
labor  cheaper  than  capital,  U.  S.  man- 
agers hired  women  instead  of  buying 
new  equipment. 

The  result  has  been  low  output  per 
worker.  Lagging  U.  S.  investment  in 
service  industries  has  been  part  of  the 
reason  that  their  productivity  increased 
at  an  anemic  0.6%  a  year  from  1972  to 
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DATA;  KLtIN  i  CO,  BUREAU  OF  UBOR  STATISTICS 


inies,  which  pay  relatively  higher 
>,  U.  S.  employers  have  had  plen- 
lupplies  of  female  labor  available 
■gain  prices.  So,  instead  of  substi- 

•  capital  for  labor,  as  many  Euro- 
employers  have  done,  they've 
f  hired  scads  of  women  and  let 
t  per  worker  remain  low.  "We 

people  at  the  problem,  while  Eu- 
;hrew  money  at  it,"  says  Richard 
ous,  an  economist  at  the  National 
ing  Assn. 

•  American  job  machine  has  pro- 
work  for  millions  of  women  who 
sd  to  join  the  labor  force.  Since 
more  than  16  million  women  have 
1  employment.  Today,  50%'  of 
n  hold  jobs  outside  the  home.  Fif- 
^ears  ago,  the  figure  was  42%. 

,  there's  another  side  to  the  storv. 


1984.  Most  of  the  problem  occurred  in 
three  key  services  in  which  productivi- 
ty actually  declined  (chart).  These  ar- 
eas supplied  more  than  60%  of  all  new 
jobs  in  the  U.  S.  since  1967—80%  in  this 
decade.  They  have  also  been  the  ser- 
vices in  which  most  new  jobs  were 
filled  by  women.  "Someone  will  be 
charged  for  the  inefficiency,"  says 
Louise  Waldstein,  an  economist  at 
Klein  &  Co.  "Either  the  service  user 
will  pay  more  or  the  service  worker 
will  be  paid  less." 

European  countries  have  had  exactly 
the  opposite  experience.  West  Germa- 
ny and  France  created  virtually  no  new 
jobs  from  1967  to  1985.  But  their  ser- 
vice companies  have  had  strong  pro- 
ductivity growth.  The  reason:  Stiff 
minimum-wage  laws  and  strong  unions 


kept  European  pay  levels  high  for  ex- 
isting workers.  Moreover,  from  1970  to 
1985,  the  percentage  of  women  work- 
ing outside  their  homes  climbed  only 
slightly:  from  39%  to  41%'  in  West  Ger- 
many and  from  39%  to  44%  in  France. 
EUROPEAN  PUSH.  To  compensate,  Euro- 
pean companies  invested  heavily  in 
new  technology  to  eliminate  the  need 
for  new  service  jobs.  Capital  per  work- 
er grew  twice  as  fast  in  West  Germany 
as  in  the  U.  S.,  according  to  a  study  by 
Lester  C.  Thurow,  dean  of  Massachu- 
setts Institute  of  Technology's  Sloan 
School  of  Management.  From  1972  to 
1983,  productivity  in  the  West  German 
service  sector  achieved  a  healthy  clip 
of  2.1%  a  year,  while  French  services 
enjoyed  2%  average  annual  productivi- 
ty increases. 

That  kind  of  growth  seems  unlikely 
to  occur  in  the  U.  S.  anytime  soon. 
Economists  have  been  saying  for  years 
that  women's  participation  in  the  work 
force  would  level  off,  but  they  have 
been  wrong.  Women  are  still  looking 
for  jobs,  and  most  have  no  trouble 
finding  them  quickly. 

Even  if  fewer  women  look  for  jobs, 
it  won't  make  much  difference.  In  the- 
ory, mounting  labor  shortages  should 
mean  that  the  service  sector's  insatia- 
ble need  for  new  employees  will  contin- 
ue unabated.  If  that  occurs,  women's 
wages  should  shoot  up.  But  the  theory 
isn't  working.  It  could  take  years  of 
sustained  labor  shortfalls  before  wom- 
en's wages  are  on  a  par  with  men's. 

Although  the  pay  gap  between  the 
sexes  has  narrowed  a  bit  in  the  1980s, 
the  reason  has  as  much  to  do  with  how 
badly  men  have  fared  as  with  how  well 
women  have  done.  Men  employed  in 
manufacturing  got  hit  harder  in  the 
1982  recession  than  women  did.  When 
measured  against  inflation,  men  lost 
ground  while  women  enjoyed  only  a 
modest  surge  in  pay.  The  result,  of 
course,  is  that  there  has  been  little 
pressure  on  service  employers  to  do 
anything  about  low  efficiency  levels 
among  their  female  employees. 

A  lift  in  service  productivity  would 
be  a  boon  for  the  U.  S.  economy  be- 
cause employers  could  then  afford  to 
pay  women  more.  For  the  immediate 
future,  however,  American  women  will 
find  plenty  of  jobs  available — but  they 
will  still  have  to  be  willing  to  work  for 
lower  wages. 
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IThe  NeXT"  (Computer 
System  is  the  first  com- 
puter in  the  world  (and 
so  far  the  only)  to  use  read/ 
write/erasable  optical  storage. 
While  PCs  totla\  are  tN  picalK 
equipped  with  Witu  hestei 
drives  that  store  20  to  40  MB. 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  remo\  ahle. 
for  portabilitN'  and  added  se- 

ncuiitx  Phis 
dramatically 
new  tcch- 
nolou\  (iro- 
\  ides  storage 
that  issimul- 
taneouslv 
vast,  reliable  and  cost-ertecti\  e 
-a  combination  unmatched  by 
computers  of  anv  si/e. 


Ne.\  I  lias  made  the 
power  of  LNLX" usable 
l)\  mere  mortals. 
I  NL\  IS  the  high-performance 
operating  s\stem  used  by 
uorkscitudis  to  achie\e  true 
muitii,iskingaiid  superior  net- 
working. I  ntcji  tuiiaicK.  It  luis 
alua\s  been  the 
antithesis  ut  usei 
friendK.  \e.\'P  h,is 
given  I  MX  a  ie\o- 
kitionarx  new  inter- 
face-one  that  IS 
Doth  \  isu,il  and  intu- 
iti\e.\o\^  I.  om()uter 
nscis  1)1  ^ \ ^  i  \  k  . el 
can  iiist.iiitK  u leid 
tills  tlelllelldllu^ 
powi.  I.  w  nil  I lo tei  li- 
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meal  kiiuwlediie  a li,itM)e\er. 


3 To  achie\  e  the  power 
needed  tor  the  90s, 
NeXT  bypassed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.This  eliminates 
bottlenecks  and  attains  an 
extraordinary  level  of  system 
"tliiougliput"-the  true  mea- 
sure of  computer  performance. 
Only  through  the  use  of  VLSI 
( Verv  Large  Scale  hitegration) 
technology  could  this  architec- 
ture be  reduced 
in  si/.e  so  that 
It  could  tit 
inside 
a  desk- 
top com- 
puter. Its 

a  mainframe  on  two  chips. 
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4\MiilePostScript'h 
long  been  the  indu 
standard  tor  printir 
NeX'P  has  made  it  fast  enc 
to  also  be  used  on  the  dis[  ffjtt 
This"unified  imaging  mo( 
ensures  that  u  hat  vou  see 


C  0 


A 


isfeati' 
;tiipilia 


iiiil 


the  display  is  precisely  wl  t 
you  will  get  on  paper.  All 
work,  in  any  size  type  and  ej 
degree  of  rotation  or  magn  t 
cation,  appears  with  perfei 
92-dots-per-inch  clarity  on  iletoci 
NeXT  Megapixel  Display  inclipitt 
And  w  ith  laser  precision  at  !iv.No« 
dpi  on  the  NeXT  Laser  Prii  mki 


IN  THE  90s,Wil 
ONLYTEN  REAL  BREAK! 

HERE  ARE  Sl 


he  NeXl'  Computer 
stem  is  the  first  to  be 
pableof  producing 
ty  sound.  Without  re- 
ly  additional  equip- 
is  feat  is  made  possi- 
hip  that  has  been 
ly  designed  for  the 
lanipulating  sound- 
ai  Signal  Processor 
cause  this  processor 
•d 
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NeXT  Mail  takes  elec- 
tronic communications 
beyond  anything  youVe 
seen  on  a  personal  computer 
before.  Now  you  can  send  and 
receive  multimedia  mail-in- 
cluding text  (with  varied 
type  fonts,  styles  and  sizes), 
graphics  and  voice  messages. 
And  despite  its  high  level  of 
sophistication,  NeXTMail  is 
so  intuitive, you  may  not  ever 
need  to  open  the  manual. 
NeXT  Mail  is  built  into  the 
system,  along  with  Ethernet 


le  to  call  upon  its  pow- 
:h  programs  we  use 

Now  computers 
ist  be  seen,  but  heard. 


andTCP/IRsotheNeXT 

M 

^-1 

1  Lip  Service 

Send 

machine  can  (|uickly  become 
a  part  of  existing  networks. 


7 [Programmers  can 
create  software  on  the 
NeXT  (Computer  up  to 
ten  times  faster  than  on  any 
other  computer-the  result  of  a 
breakthroughcalled  NextStep!" 
It  gives  software  developers 
the  power  to  create  the  graph- 
ical user  interface  portion  of 
their  applications  (often  the 
most  time-consuming  and  dif- 
ficult part) 
without 
any  pro- 
gramming 
at  all. 

This  revo- 
lutionary environment  means 
w  e  w  ill  see  more  programs, and 
better  ones,  in  less  time  than 
ever  possible  before. 


re-1         Field  I 

sution  I  Title 

|—  Box  - 

Switch  _| 

C  Radio 
r  Radio 


These  seven  breakthroughs 
will  change  the  way  we  use 
computers  in  the90s.\\^iich  is 
w  hy  Businessland,  the  leading 
supplier  of  computers  to 
corporate  America,  chose  the 
NeXT  Computer  System  as 
the  workstation  thev  w  ill  offer. 
C:allusat800-848-NeX"i:and 
well  send  you  a  28-page  bro- 
chure describing  the  NeX'l" 
Computer.  We  ll  also  gi\'e  you 
the  address  of  your  nearest 
Businessland  Center.  There, 
you  can  experience  for  vour- 
self  the  first  seven 
breakthroughs 
oftheOOs.And 
get  a  good  idea 
v\  here  the  next 
three  w  ill  come  from 


mSABLY  SEE 
mnS  IN  COMPUTERS. 
OF  THEM. 


©  1989  NcXX  Inc.  NeXTand  the  NeXT  logo  are  trademarks  of  NeXT,  Inc.  NcxtSiep  is  a  registered  trademark 
of  NeXT.  Inc.  PostScript  is  a  registered  trademark  of  Adobe  Systems.  Inc.  UNIX  is  a  registered  trademark  of  AT&T 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functiona 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
ood  investment. 


(Slp-ch 


*or  Literacy 


RESEARCHERS  I 


DU  FONT'S  'DRUG  HUNTER' 
STALKS  HIS  NEXT  BIG  TROPHY 

Pieter  Timmemians  waiits  more  than  one  blockbuster  to  liis  ere 


RESEARCHER  TIMMERMANS  AT  HOME:  'I  WANTED  TO  MAKE  MOLECULES  PEOPLE  COULD  USE 


Soon  after  Pieter  B.  Timmermans 
moved  to  the  U.  S.  from  the  Neth- 
erlands six  yeai-s  ago.  he  saw  his 
fii-st  American  football  game.  The  Du 
Pont  Co.  di'ug  researcher  was  stanled 
by  the  brutality.  ha\ing  been  raised  on 
less  \-iolent  sports  such  as  basketball 
and  soccer.  But  before  you  could  say 
sack  the  quarterback.  Timmermans  had 
become  a  diehard  Philadelphia  Eagles 
fan.  He  has  even  started  acting  like  a 
bleacher  bum.  As  the  Eagles  beat  the 
Xew  York  Giants  in  a  recent  game  at 
Philly's  Veterans  Stadium,  says  Robeit 
I.  Taber.  Timmermans'  boss  and  a  loyal 
Giants  fan.  "he  gave  me  the  raspberiy."" 
Timmermans  could  give  his  boss  a 
bushel  of  raspberries  if  he  wanted.  Du 
Pont  has  long  been  an  also-ran  in  phar- 
maceuticals. But  over  the  past  few 
years.  Timmermans  and  his  reseaixh 
team  fashioned  what  may  be  the  ne.xt 
generation  of  blood-pressure  di-ugs — a 
coup  that  has  brought  Du  Pont  credibil- 
ity" among  scientists  and  on  Wall  Sti-eet. 
He  stood  especially  tall  in  September, 
when  Merck  &  Co.,  a  big  player  in  the  S7 
billion  cardiovascular  market,  agreed  to 
help  develop  Du  Pont's  new  di-ugs  in  ex- 
change for  shared  marketing  rights 
through  the  mid-  and  late  1990s.  Du 
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Pont  s  commitment  to  drug  research 
finally  bearing  fruit,"  says  Merck's  cli 
financial  officer,  Francis  H.  Spiegel 

Timmermans,  40,  is  hai-dly  mod^ 
about  his  role.  "If  I  were  not  around, 
would  not  be  where  we  ai*e  now," 
says.  "You  need  champions,  and  wha 
have  been  is  a  champion."  There's 
to  his  boast:  Only  a  few  yeai-s  ago.  ma 
Du  Pont  executives  wanted  to  curb 
pertension  reseai'ch.  which  was  swallc 
ing  tens  of  millions  of  dollars  a  y( 
with  only  a  distant  promise  of  a  payo 
But  along  with  Taber.  who  du-ects  ph 
maceuticals   research,  Timmerma 
fought  for  the  progi~am.  As  it  turns  o 
his  team's  breakthrough  blood-pressi 
di-ug  could  generate  more  than  SI  bill 
a  year  in  sales  by  1995. 
RESTLESS  BOSS.  Xow.  Timmermans 
to  keep  the  promising  di'ugs  comnii; 
Along  with  his  team  of  142  researche 
he  is  working  on  a  number  of  major  &  tr 
drugs,  including  ones  that  treat  A 
heimer's  disease  and  excess  cholestei 
To  help  speed  things  along.  Du  Pont  I  ^- 
upped  its  drug  discovery  and  devel 
ment  spending  by  S40  million  over  1  -"f 
the  last  two  yeai-s,  to  about  S162  milli 
But  that's  still  a  far  cry  from  rivals  su  j.;; 
as  Merck  and  Bristol-Myers  Squill  ,; 


Lone  distance  service 
■om  overseas 
that  needs 
no  translation. 


Vith  MCI  CALL  USA?'  you  just  dial  the  MCI®  toll-free  number 
country  from  BBflBlfMH  which  you're  calling. 

itly  you'll  be  UyQ^iBSH  connected  to  an  MCI 
tor  in  the  States  who  will  complete  your  call.  So  there  are 
isted  minutes  hurdling  the  language  barrier. 
'ou'U  also  save  money.  Because  with  MCI  CALL  USA,  there's 
ed  to  pay  excessive  hotel  surcharges  or  AT&Ts  higher  rates, 
ust  call  collect.  Or,  to  save  even 
use  your  MCI  Card'.**  | 
[b  get  your  free  MCI  Card,  or 
3re  information,  call 
-888-0800. 

4CI  CALL  USA.  Making 
ctions  to  the  US  from 
as  has  never  been  easier. 


'MaCALLUSA'l 


Australia- 
Belgium  

Brazil  

Denmark- 
France  

Greece  


_0014-881-100 

 11-00-12 

 000-8012 

 8001-0022 

 19*-00-19 

_00-800-1211 
 008-1121 


Italy  

Netherlands- 
Singapore  

Sweden  


Switzerland- 


 172-1022* 

_06*-022-91-22  I 

 800-0012  I 

_020-795-922  ■ 
-046-05-0222 


United  Kingdom_0800-89-0222 

Hong  Kong  

*Await  second  dial-tone.  'Currently  available  in  Rome  and  Milan. 


Management  must  guide  the  forces  of  change... 

^  _  John  W  Teets,  Chairman 


For  a  copy  of  Greynounds 
latest  annual  report,  write  to 
Public  Relations, 
1618  Greytxxjnd  Tcwer 
Phoenix,  Arizona  85077 


The  Greyhound  Corporation  has  been  recast.  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  )0b  of  management  always  has  been  to  see  the 
company  not  as  it  is.  but  as  it  can  grow  to  be  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced;  tough  decisions  were 
made  Subsidiaries  with  annual  sales  of  $3  billion. 


including  the  company  s  nationwioe  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent grov^h  and  profit  potential  were  established 
or  acquired,  _ 
For  example.  Purex  household  and  laundry  pra  j 
ucts  ^vere  added  to  the  personal  care  and  packaged  l 
foods  brands  of  Greyhounds  Dial  Corporation.  Prem 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


?rs  was  acquired,  complementing  Greyhound's 
ig  airport  and  food  service  businesses.  General 
3'  RTS  transit  bus  manufacturing  and  parts  opera- 
as  purcfiased  to  expand  Greyhiound's  top-ranked 
ty  coachi-building  business. 
Dday  Greyhiound's  four  business  segments  — 
imer  products,  services,  transportation  manufac- 
and  financial  —  produce  revenues  at  a  $3  billion 
il  rate. 


Witfi  ttie  restructuring  of  Greyhiound's  core  busi- 
nesses completed,  management  is  concentrating  on 
furtfier  improvement  of  operating  returns.  Cfiange  is 
inevitable,  and  management  must  guide  tfie  forces 
of  chiange  to  create  value  for  sfiarefiolders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 


The  Greyhound  Corporation 


A  SPECIAL  EDITION  LIMITED  TO  999  SETS. 


When  it  comes  to  quality  planners,  one  name  has  always  stood  out 
in  a  class  of  its  own:  BusinessWeek.  So,  it's  hard  to  see  how  the 
well-earned  reputation  for  distinctive  planners  could  be  improved. 
Until  now. 

The  uniquely  styled,  super-luxurious  PRESIDENTIAL  PLANNER  SET  takes  the  art 
of  British  bookbincling  to  its  ultimate  limit;  meticulously  bound  in  premier-grade  navy 
blue  leather,  each  Planner  is  beauhfully  appointed  with  hand-tooled  silver  metal  comer 
guards,  blue  silk  ribbon  markers,  and  elegant  blue  moire  silk  endpapers. 

The  matched  Wallet  Planner  is  covered  in  royal  blue  moire  silk,  and  bound 
permanently  into  its  navy  blue  leather  wallet.  Silver-tipped  pages,  silver  metal  corner 
guards,  anti  a  slim  silver-plated  jotting  pen  add  the  finishing  touches.  Yoiirfjill  name  is 
hlocked  in  silver  on  both  pIiDiiicrs  at  no  extra  charge. 

rS  AVAILABLE 

Don't  let  the  superb  presentation  of  the  Presidential  Set  fool  you.  This  is  no 
coffee-table  gift.  Inside,  you'll  find  a  practical,  13-month  calendar,  week-at-a-glance 
spreads,  and  over  50  pages  ofessentiarhiistness  data.  No  wonder  top  executives  snap 
these  limited  edition  Sets  up  so  quickly  each  year  It's  a  matter  of  nrst  come,  first  served, 
so  please  be  sure  you  reserve  your  1990  Set  as  soon  as  possible. 

Desk  Planner  size:  10  W  x  8V2"  Wallet  Planner  size:  7%"  x  3% " 


YES -PLEASE  SEND  ME 


PRESIDENTIAL  PLANNER  SET(S)  at  $85.00  per  Set. 


(Price  includes;  Blocking  of  full  name  in  silver  on  both  Desk  and  Wallet  Planners, 
handling  and  postage)  NOTE;  NJ  RESIDENTS  please  add  6%  Sales  Tax. 

FULL  NAME  TO  BE  SILVER  STAMPED  

I    I  Check  made  payable  to  BusinessWeek  Planner 

—  enclosed 

I    I  BUI  my  Company  (Company  letterhead  and 

—  Purchase  Order  required) 
rn  Charge  to  my  card  □  AMEX  □  DINERS 

□  VISA  □  MASTERCARD 

Expiration  date  I  /  

Card  No:   

Signature  


(Please  write  clearly) 


Name  (Mr/Mrs/Ms)  . 
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.  City  . 


State  . 


Zip  . 


TO  ORDER  US  and  C.inadian  cn-dil  i  ard  holders  may  call 


TOLL-FREE  800-247-2570 
(In  Iowa,  800-362-2860) 


and  ask  Operali>r  2  for  Diaries  Depl  Bt4  PRO 


isk  Planner, 

I  Apt  BC4  I'Kii,  iss.  Bridge  Plaza  North,  Suite  302, 
l-urt  Lee,  NJ  07IG4  U  S  A 

Dept  BC4  PRO,  25  Castle  Street,  High  Wycombe, 
Bucks,,  HPBhRU,  England, 

Dept-  BC4  PRO,  2007-201 1  Wing  On  House, 
71  Des  Voeux  Road  Central,  Hong  Kong, 
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which  spend  more  than  four  times 
much.  Even  with  heavy  spending,  rep 
successes  in  the  drug  business  are  hi 
to  come  by.  Notes  Ronald  M.  Nordma 
drug  analyst  at  PaineWebber  Ir 
"There  are  occasional  creative  geniu 
who  develop  drug  after  drug,  but  tl 
are  very  rare  indeed." 

After  his  cardiovascular  team's 
hit,  Timmermans  last  summer  was  ha 
ed  additional  responsibility  for  manag 
Du  Font's  research  involving  the  ceni 
nervous  system.  He's  now  in  charge 
two  of  the  four  pharmaceutical  ar 
considered  most  promising  by  Du  P( 
The  others:  cancer  and  inflammatory  i 
eases  such  as  arthritis. 

Timmermans  has  an  unusually 
gressive  style.  He  calls  himself  no 
scientist  but  a  "drug  hunter."  When 
staff  pharmacologists  recently  came 


WHERE  DU  POUT'S  DRUG 
LAB  SHOWS  PROMISE 


HIGH  BLOOD  PRESSURE  A2  receptor 
blockers,  now  being  tested  in  humans, 
will  be  developed  by  .Merck.  Potential 
annual  sales:  $1  billion 


ALZHEIMER'S  DISEASE  Compound  to 
fight  deterioration  of  brain  functions  is  b( 
ing  tested  in  humans.  Potential:  $1  billim 


CHOLESTEROL  Drug  that  may  block  ab- 
sorption of  cholesterol  in  the  intestine 
should  get  human  testing  with  a  year. 
Potential:  $500  million 


ARTHRITIS  Anti-inflammatory  agent, 
now  in  animal  tests,  is  being  developed 
jointly  with  Otsuka  Pharmaceuticals  of 
Japan.  Potential:  $600  million 


CAHCER  Brequinar,  an  anti-cancer  and 
immune-suppressor  for  organ  trans- 
plants, is  beijig  tested  in  humans. 
Potential:  $300  million 


I 


DATA:  DU  PONT  CO. 


with  two  powerful  new  compounds 
treating  heart  attacks  and  hypertensj 
he  dubbed  them  Rambocor  and  Co! 
zene  after  a  pair  of  Sylvester  Stall 
action  movies.  A  restless  boss  who 
pects  others  to  keep  his  pace,  he  ol 
leaves  his  desk  to  hover  around  the  ' 
popping  in  unannounced  and  look 
over  shoulders.  He  is  quick  to  comp 
to  Taber  about  researchers  who  d 
share  his  enthusiasm — a  trait  that 
not  exactly  endeared  him  to  every 
ployee.  "I  think  I  can  do  everything  i 
ter  than  anybody  else,  and  that's 
problem,"  he  concedes. 

He  has  a  formidable  presence.  St{ 
ing  6-foot  6V2-inches  tall,  Timmermp 
was  an  imposing  center  at  age  17  on  li 
Dutch  national  youth  basketball  tear 


lere's  no  mistaking  Credit  Suisse's  solid  Swiss  back- 
ound.  We've  been  in  the  banking  business  since 
56,  providing  our  clients  with  the  discreet,  reliable 
id  connnnitted  service  that  is  the  hallmark  of  Switzer- 
nd's  banking  heritage.  But  we  are  more  than  just  a 
viss  bank.  We  also  have  a  strong  presence  in  the 
Drid's  financial  markets.  Credit  Suisse's  activities  are 


closely  coordinated  with  those  of  the  global  investment 
banking  group,  CS  First  Boston,  Inc.  Our  record  of 
excellence  in  all  areas  of  our  operations  is  regularly 
rewarded  with  a  triple-A  rating  from  the  world's  most 
prestigious  rating  agencies.  This  is  an  accolade  that 
we  share  with  very  few  banks.  So  why  go  for  second 
best? 


We  do  more  to  keep  you 


at  the  top. 


e:  Zurich/Switzerland,  represented  in  all  ma|or  international  financial  centres.  In  ttie  USA  and  Canada:  New  Yorl<  ■  Los  Angeles  ^  Atlanta  ■  Ctiicago  ■  Houston  ^  tvliami  ■  Montreal 

San  Francisco  ■  Toronto  •  Vancouver 


Imagine  performing  250  million 
calculations  per  second. 


Nestled  amid  a  peaceful,  wooded  area  outside 
Tokyo,  scientists  at  the  Hitachi  Central  Research 
laboratory'  venture  into  unexplored  regions  of  tech- 
nology on  a  daily  basis. 

It  was  here  they  made  a  histonc  break- 
through: A  superconductive,  microcomputer  chip 
so  advanced,  it  s  decades  ahead  of  the  computers 
that  will  eventually  use  it. 

This  chip  contains  22,000  Joscphson  junctions. 
These  permit  processing  speeds  that  will  make 


today  s  fastest  computers  seem  as  slow  as  abalonmnjt 
m  comparison.  Iioniotiv 

Hitachi  is  proud  of  our  efforts  here.  WMl(|(jeevf| 
many  dropped  from  the  race  to  master  this  ccfiinKjpj^ 
plex  technology,  we  forged  ahead.  |feveni| 

This  is  another  example  of  what  happens  lOijri,^^,^ 
you  allow  people  to  unleash  their  imaginatiorltpernuj 
Which  is  precisely  what  we  do.  As  a  US$48  lliii,s[\\/v, 
international  corporation,*  our  imagination  rui*s  tog 
in  numerous  fields.  ^i^^^^ 


't'19«^)  Hii.ilIu  lid  All  riRlil,  reserved 


magine  an  elevator  that  liins  as 
ast  as  a  world-class  sprinter 


In  business,  the  battle  goes  to  the  swift 

\ 


:ommunications.  Medical  equipment.  Sci- 
itomotive  components.  Our  20,000  prod- 
ude  everything  from  washing  machines  to 
microscopes. 

"e  even  into  elevators.  Not  ordinary  lifts  of 
3ur  inverter-controlled  elevators  travel  at 
:t  per  mmute.  That's  more  than  five  nmes  fast- 
lost.  We've  developed  1,800-feet-per- minute 
3,  too.  So  if  you're  headed  up  in  your  com- 
tachi  may  soon  help  you  get  there  in  a  hurry. 


Perhaps  more  importantly,  these  computerized 
elevators  know  at  what  times  traffic  is  heavy.  On 
every  floor 

So  they  anticipate  where  you  want  to  be.  Before 
you  reach  the  elevator  doors. 
Imagine  that. 

•USS48,4^Jei  million  net  sales  for  tilt  year  ending  Maah  31  1989  UNS1  =  Y132 

0  HITACHI 

Hitachi,  Ltd.  Tokyo.  Japan 


The  1990s 
arenere. 

Are  you  ready? 


Business  growth  in  the  1990s  will  depend  on  identifying 
new  and  profitable  markets  —  at  home  and  abroad. 

That's  why  executives  in  industry,  finance,  and  government 
worldwide  turn  to  DRI/McGraw-Hill,  the  leader  in  market  planning 
for  the  1990s. 


We  work  with  clients  to: 

•  Identify  growth  markets 

•  Measure  sales  performance 

•  Control  costs 

•  Locate  facilities 


•  Leverage  financial  assets 

•  Evaluate  acquisitions 

•  Set  prices 

•  Assess  policy  impacts 

Our  approach  is  successful  because  it  links  demand  for  your 
products  and  services  to  the  key  factors  affecting  your  markets. 

To  get  ready  for  the  1990s,  call 
for  DRFs  brochure  on  managing  for 
growth  at  800/541-9914  (in  Canada, 
call  416/961-9323).  Or  complete 
the  coupon  below. 


r 


Send  me  your  brochure 
on  managing  for  growth 
in  the  1990s. 


Telephone 

1^    Mail  to:  DRI/McGraw-Hill  24  Hartwell  Avenue  Lexington,  MA  02173  ^ 


DRI/McGraw-Hill 


Atlanta  ■  Boston  •  Chicago  •  Houston  •  Los  Angeles 
New  York  •  Philadelphia  ■  San  Francisco  •  Stamford  •  Washington,  D.C. 
Brussels  •  Frankfurt  •  London  ■  Milan  •  Paris  •  Toronto  


top-notch  group  of  players  who  comp-. 
ed  throughout  Europe.  But  even  th(, 
his  main  interest  was  studying.  The  si 
of  an  English  teacher,  he  learned  Latj 
Greek,  French,  English,  and  Germarj 
the  last  well  enough  to  do  postdoctol 
work  in  Germany.  Although  he  vij 
trained  as  an  organic  chemist,  Timni- 
mans  switched  to  pharmacology  in  19. 
He  made  the  decision  after  fashioni' 
nearly  identical  compounds,  one  > 
which  sedated  a  mouse  while  the  otl: 
did   nothing.    "Chemistry  was 
enough,"  he  says.  "I  wanted  to  ma 
molecules  people  could  use." 
PAPER  TRAIL.  Academia  was  his  laun 
ing  pad.  For  11  years,  Timmerms 
taught  pharmacology  at  the  Univers 
of  Amsterdam,  piling  up  a  phone-bd 
sized  resume  that  lists  some  400 
search  papers  published  in  science  jo 
nals.  "He's  a  first-rate  scientist,"  S£ 
Dr.  John  H.  Laragh,  director  of  the 
pertension  and  cardiovascular  center 
New  York  Hospital-Cornell  Medical  C 
ter.  "Most  companies  don't  have  anyc 
like  him."  In  1983,  Timmermans  atte: 
ed  a  scientists'  conference  in  Philac 
phia  and  met  Leonard  Cook,  then  ri 
ning  Du  Font's  central  nervous  syst 
group.  Cook  introduced  him  to  Tab 
and  they  hit  it  off.  Timmermans  stari 
at  Du  Pont  the  next  year. 

He  went  right  to  work  on  the  com.-i 
ny's  big  blood-pressure  drug.  Known-! 
an  A2  receptor  blocker,  the  drug  kf( 
various  proteins  linked  to  high  hk  ; 
pressure  from  interacting.  A  Japan(ft 
company,  Takeda  Chemical  Industry 
Ltd.,  had  already  developed  the  ccL 
pound  and  detailed  it  in  patent  filings^* 
1982.  But  the  drug  was  too  weak  to ; 
effective,  and  it  could  be  administe 
only  by  injection.  Researchers  copied 
compound  and,  under  Timmermans'  i 
rection,  tinkered  with  it  to  boost  its  ■ 
tency,  eventually  stepping  it  up  sot^ 
10,000  times.  In  all,  they  prepared  o  i* 
500  different  compounds  over  fd 
years,  running  them  through  batteisl 
of  lab  and  animal  tests  before  hitting  :| 
a  winner. 

The  work  can  be  difficult  and  frus'; 
ing,  so  Timmermans  has  plenty  of  w;| 
to  unwind  when  the  day  is  done.  « 
most  likes  to  till  his  garden  in  East  M| 
borough  Township,  Pa.,  about  15  mli 
from  Du  Font's  labs  near  Wilmingti 
Del.  He  also  swims  laps  with  his  15-  iji 
11-year-old  daughters  and  plays  baslt 
ball  with  his  friends.  Now  that  pressjjl 
for  more  blockbusters  is  mounting,  tip 
for  such  diversions  may  be  harder|( 
come  by.  But  Timmermans  is  unbowl 
"I  don't  want  to  lose,"  he  says.  "I  wi 
to  win  on  every  front."  Rambo  couk' 
have  said  it  any  better  himself. 

By  Joseph  Weber  in  Wilmington,  i\ 
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Thirty  Thousand  Years 
Of  Communication 
Technology 
Have  All  Come  Down  To 
This. 


dy  puts  power  into  the  hands  of  its  customers 

II. 

DPS  90  is  one  of  the  most  powerful  mainframes 
ass.  Our  midrange  DPS  7000  mainframe  has 
ited  #1  by  a  DataPro  user's  survey.  Now  we 
t  the  DPS  9000.  It  can  handle  up  to  1000 
:tions  per  second.  It's  even  powerful  enough 
iplex  scientific  and  engineering  applications, 
t  do  business  people  do  with  all  that  power? 


One  company  controls  the  manufacturing,  ship- 
ping and  invoicing  of  50,000  orders  a  day  Another 
has  constant  access  to  over  30  years  of  data  on 
more  than  45,000  different  products. 

What  can  you  do  with  the  most  powerful  business 
computer  in  the  world?  Anything  you  want. 

Know  Bull. 

Phone  1-800-233-BULL,  ext.  120  for  our  product 
brochure. 


Worldwide 
Information 


Systems 


Bui 


i 


JUST$10.75  to  96  COUNTRIES, 
WE'RE  THE  ONLY  WAYTO  FLY. 


it; 


Express  Mail  International  Service' 
now  offers  you  one  flat  rate  to  96 
countries  worldwide. 

Just  $10.75  for  an  8-oz.  letter 
—a  rate  that's  up  to  50%  less 
than  what  our  competitors 
charge.  ^ 

And  our  normal  delivery  from 
major  markets  is  overnight  to  Canada, 
2-day  service  to  Europe,  and  3-day 


service  to  the  Pacific  Rim  and  all 
our  other  destinations. 

So,  if  you  need  to  send  an  urgel 
L    letter  or  document  abroad,  use 
^  the  carrier  that  makes  your 
^  dollar  go  further  than  any  othi 
Express  Mail  International  , 
Service. 

Stop  by  your  Post  Office,  or  dial  ' 
1-800-THE-USPS  for  more  information. 


■■as: 


^  UNITED  STATES  POSTAL  SERVICE  We  Deliver. 
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lATION  MANAGEMENT  I 


iMAGE  CONTROL 
DUN  &  BRADSTREET 


leaning  up  the  credit  unit's  billing  abuses,  but  once-hefty  profits  seem  sure  to  suffer 


le  decision  made  Dun 
i  Bradstreet  Corp.  an 
nformation  giant — 
ly  haunt  it  for  years. 
975,  Richard  F. 
it,  a  former  McKin- 
Co.  consultant  whom 
id  hired  as  a  top  exec- 
was  assigned  to  ana- 
jB's  strategy.  After  a 
f  study,  Schmidt  de- 
1  plan.  He  felt  that 
'uld  profit  immensely 
lew  products  devel- 
by  repackaging  the 
•edit  records  it  main- 

on  American  busi- 
.  Harrington  Drake, 
:hief  executive  at  the 
agreed.  He  ordered 
lU  the  information 
ed  throughout  D&B 
aded  up  and  stored  in 
tral  computer — the 

the  new  approach. 

plan  worked, 
d  by  the  credit  unit, 
overall  sales  doubled 
80,  to  $1.4  billion.  They  have 
i  about  15%  a  year  since,  as  credit 
ofits  funded  a  $700  million  buying 
-without  new  debt.  But  the  strate- 
3  put  unrelenting  pressure  on  the 
unit,  creating  distortions  in  a  148- 
d  culture  that  traced  its  roots  to 
)rmer  employees  as  Abraham  Lin- 
We  became  a  cesspool,"  says  a  30- 
&B  West  Coast  salesman. 
IHED  IMAGE.  Indeed,  the  new  strat- 
t  off  a  chain  of  events  that  could 
)&B  well  into  the  1990s.  About 
lozen  lawsuits,  plus  articles  in  The 
Street  Journal,  have  alleged  that 

1980s  D&B  salespeople  cheated 
lers  and  misled  them  into  buying 
reports  and  services  than  they 
I.  D&B  may  not  lose  business:  It 
0%  of  all  corporate  credit  reports, 
impetition  is  scarce.  But  without 
ing  guilt,  the  company  has  quietly 
out  millions  to  settle  with  such 
lers  as  IBM  and  American  Tele- 

&  Telegraph  Co.  It  also  has 
I,  in  a  class-action  settlement  ne- 
;d  in  a  Cincinnati  federal  court,  to 


make  major  changes  in  the  way  it  is  run. 

Can  D&B  recoup?  In  a  series  of  wide- 
ranging  interviews  with  BUSINESS  WEEK, 
key  D&B  officers  opened  the  company's 
files  and,  for  the  first  time,  gave  their 
account  of  what  had  gone  wrong  and 
why.  They  also  outlined  the  steps  D&B  is 
taking  to  try  to  restore  its  reputation. 

Besides  paying  back  customers,  D&B  is 
easing  the  pressure  on  salespeople  by 
making  their  compensation  depend  less 
on  commissions.  It  is  developing  a  sim- 
pler pricing  system  and 
setting  up  hotlines  for 
customers.  James  K. 
Murray  Jr.,  the  credit 
unit's  new  president, 
has  jettisoned  10%  of 
d&b's  700-member  sales- 
force  and  has  rewritten 
job  descriptions  so  that 
salespeople  spend  more 
time  advising  customers 
than  selling.  And  now, 
D&B  employees  take 
classes  in  ethics.  "It's  a 
wrenching  cultural 


ION  PROCESSING 


A  HESITATION 
IN  D&B'S  GROWTH 


REVENUES 


▲  BIILIONS  OF  DOLURS 


change,"  says  Murray,  and 
it's  costing  $100  million. 

The  financial  effect  will 
be  worse  than  that.  With 
salespeople  hustling  less, 
the  credit  division's  reve- 
nues may  fall  in  1990  and 
again  in  1991.  Its  net  mar- 
gins will  drop  to  about  10% 
from  30%.  The  credit  unit 
also  will  hurt  D&B's  overall 
revenues,  even  though  it 
produces  only  a  third  of 
them.  Analysts  expect 
d&b's  sales  to  be  flat  in 
1989,  at  $4.27  billion,  and  to 
grow  by  only  4%  in  1990. 
The  company  is  likely  to 
prop  up  profits,  analysts 
say,  with  accounting 
changes  and  interest  in- 
come on  its  $650  million  in 
cash.  Still,  Wall  Street  is 
alarmed.  Since  August, 
d&b's  stock  has  dropped  10 
points  from  its  postcrash 
high  of  60. 
Ironically,  Drake's  move 
to  computers  was  meant  to  avoid  slow 
growth.  At  the  time,  credit  reports  were 
done  on  paper  and  kept  in  local  offices. 
Some  could  take  weeks  to  get — and  cus- 
tomers complained.  Beyond  that,  Drake 
felt  that  growth  would  suffer  if  D&B 
remained  a  one-product  company.  Com- 
puters solved  both  problems. 
CASH  cow.  Today,  more  than  70%  of 
d&b's  credit  reports  are  sent  via  PCs, 
fax,  or  voice  mail.  And  D&B  has  more 
than  100  credit  products.  The  basic  re- 
port is  an  accounting  of 
a  company's  business, 
its  recent  financial  activ- 
ities, its  number  of  em- 
ployees, and  its  dealings 
with  other  companies. 
D&B  has  spun  off  from 
these  such  products  as 
Dun's  Financial  Pro- 
files, which  compare  a 
company's  balance 
sheet  with  others  in  the 
same  industry.  Devel- 
oped for  $200,000  in 
1979,  by  1981  Financial 
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Profiles  was  bringing  in  revenues  of 
close  to  $5.5  million,  and  other  new  prod- 
ucts soon  followed. 

D&B  had  found  its  cash  cow,  says 
PaineWebber  Inc.  analyst  Kendrick  J. 
Noble.  And  it  milked  it.  Partly  because 
of  the  credit  unit's  growth,  D&B's  stock 
outpaced  the  market.  In  1984,  this  made 
it  easy  to  buy  A.  C.  Nielsen  Co.  for  $1.3 
billion  in  stock.  Soon,  in  addition  to 
Moody's  Investors  Service,  D&B's  lineup 
included  software  maker  McCormack  & 
Dodge,  pharmaceuticals  researcher  IMS 
International,  and  business  credit  insur- 
er American  Credit  Indemnity. 

But  by  then,  the  price  of  these  gains 
was  starting  to  show. 
In  the  late  1970s,  D&B's 
management  had  begun 
to  pressure  the  credit 
division  for  15%  annual 
gains.  "We  were  told 
this  was  a  key  to  D&B's 
expansion  plans,"  says 
a  former  West  Coast  re- 
gional vice-president. 

The  credit  division  re- 
sponded. First,  it 
changed  the  way  it 
billed.  For  decades,  cus- 
tomers had  paid  up 
front  each  year  for  re- 
ports they  predicted 
they  would  need.  Then 
in  1977,  D&B  switched  to 
selling  voucher-like 
units — like  carnival  tick- 
ets for  rides.  One  unit 
bought  a  basic  report. 
Two  bought  the  report 
delivered  via  computer. 
A  more  thorough  analy- 
sis could  run  nine  units. 
The  system  wasn't  devious  initially,  says 
Harold  T.  Redding,  former  senior  vice- 
president  and  still  a  D&B  consultant:  It 
was  "the  most  efficient  way  to  price" 
D&B's  varied  line. 

But  it  was  also  the  most  confusing. 
Before  long,  D&B  had  more  than  200  sep- 
arate services,  each  with  a  different 
price.  Customers  who  underestimated 
the  number  of  units  they  would  need 
were  charged  big  premiums  to  buy  more 
in  midcontract.  And,  incredibly,  D&B  nev- 
er told  customers  how  many  units  they 
had  left.  "We  were  penalized  for  the 
confusion  that  D&B  instigated,"  charges 
Allen  Farber,  director  of  credit  at  Metro 
Factors  of  New  Jersey  Inc.  Customers 
complained,  to  no  avail.  "This  was  arro- 
gance," says  Murray.  But  also  smart.  It 
let  a  management  obsessed  with  growth 
"make  sure  that  revenue  goals  were 
met,"  says  a  former  D&B  manager  who 
now  works  at  Standard  &  Poor's  Corp., 
a  McGraw-Hill  Inc.  subsidiary. 

D&B  salespeople  played  on  the  confu- 


sion, warning  customers  of  having  too 
few  units  to  cover  d&b's  stream  of  new 
products.  Salespeople  had  to  book  18% 
more  revenues  each  year  for  commis- 
sions to  kick  in — and  those  were  60%  of 
pay.  "The  unit  system  and  the  pressure 
on  salespeople  were  a  one-two  punch  in-, 
tended  to  increase  sales,  not  cheat  cus- 
tomers," says  a  former  D&B  vice-presi- 
dent. "But  the  feeling  was,  if  the 
salesman  got  a  little  aggressive  and  the 
customer  suffered,  so  what?" 

Initially,  customers  mainly  heard 
"white  lies,  like:  'You  got  awful  close  to 
your  unit  limit  last  year,' "  says  Al 
Brown,  a  former  D&B  salesman  in  Roch- 


HOW  D&B  IS  CHANGING  ITS  WAYS 

Dozens  of  customers  have  sued  Dun  &  Bmdstreet  for  alleged  overcharges  by  its 
business-credit  unit.  About  40  of  these  suits  were  settled  out  of  court.  The  rest  are 
included  in  a  class  action  settlement.  Here  are  the  details  of  that  settlement. 

►  D&B  must  pay  a  total  of  $18  million,  minus  legal  fees  and  court  costs,  to  as 
many  as  45,000  customers  that  choose  to  participate  in  the  settlement 

►  The  company  must  ease  the  pressure  on  its  sales  staff  to  produce  huge 
sales — and  thus  to  cheat  customers.  This  involves  raising  base  salaries  for 
salespeople  and  lowering  their  commissions 

►  D&B  must  end  unit  pricing  and  attach  a  dollar  price  to  each  service  instead. 
Previously  the  company  sold  its  services  under  prepaid,  one-year  contracts 
priced  according  to  how  many  "units"  of  service  a  customer  required.  This 
pricing  mechanism  was  so  confusing  that  few  customers  could  tell  how  many 
units  they  had  used — and  D&B  did  not  provide  a  clear  accounting.  The  compa- 
ny must  now  also  provide  a  hotline  for  customers  to  monitor  their  accounts  by 
computer  and  modem  or  touchtone  phone 

►  The  company  must  reduce  the  premium  that  customers  pay  if  they  use  up 
their  prepaid  allotment  of  D&B  services  and  need  to  buy  more  before  their 
one-year  contract  is  up.  Previously,  D&B  induced  customers  to  sign  one-year 
contracts  by  charging  higher  prices  for  services  bought  without  a  contract 

DATA:  DUN  8,  BRADSTREH  CORP. 
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ester,  N.  Y.  But  ultimately,  according  to 
D&B  insiders,  up  to  15%  of  the  salesforce 
realized  that  customer  confusion  could 
turn  a  $50,000  salary  into  a  six-figure 
one  and  get  them  on  the  fast  track,  too. 
FORGED  SIGNATURES.  So  these  people 
turned  up  the  heat.  According  to  docu- 
ments obtained  by  BU.SINESS  week,  they 
sold  subscribers  expensive  supplemental 
units  they  didn't  need.  They  forged  cus- 
tomers' signatures  on  rewritten,  higher- 
priced  contracts  and  even  charged  cus- 
tomers for  thousands  of  credit  reports 
without  authorization.  D&B  critics  say 
such  tactics  cost  customers  tens  of  mil- 
lions of  dollars.  Salespeople  who  object- 
ed were  "told  to  mind  their  own  busi- 
ness," says  a  30-year  D&B  veteran  in  the 
Midwest.  That  was  because  bonuses  for 
district  managers  depended  on  revenues 
from  their  offices.  "The  activities  of  the 
salespeople  were  lining  the  managers' 
pockets  as  well,"  says  Cindy  Starr,  a 
former  D&B  saleswoman  who  quit  last 
April,  she  says,  after  internal  auditors 


ignored  her  complaints  about  s 
abuses.  D&B  refuses  to  comment. 

At  least  for  a  while,  the  man  mos 
the  dark  may  have  been  John  P.  K 
who  became  credit  division  chief  in  1£| 
"Kunz  had  a  mercurial  temper,  and 
could  chop  your  head  off  if  you  brou; 
him  bad  news,"  says  a  Northeastern 
trict  manager.  So  no  one  did.  Moreo 
as  a  newcomer  to  the  credit  divis 
Kunz  didn't  know  its  sales  metb 
though  certain  statistics  were  hard 
miss:  Revenues  ballooned  year  ai 
year,  but  customer  usage  never  k 
pace.  A  former  regional  vice-presid 
says  that  Kunz,  who  declined  to  be  in  * 
viewed  for  this  arti 
tried  to  ignore 
"The   last  thing 
wanted  to  do  was 
D&B's  board  that 
cash  cow  was  sick." 

That  would  have  b 
heresy    indeed.  C 
Charles  W.  Moritz,  vBbbk 
took  over  from  Harri 
ton  Drake  in  1985, 
told  analysts  that  Xi^j^ 
100-plus  units  are  i: 
vidual  companies  i 
by  "disciplined  ent 
preneurs"  with 
goal:  meeting  revei 
targets.  Throughout 
scandal,  Moritz  leai 
on  this  to  keep  him; 
and  his  directors 
arm's  length.  "He 
Kunz  to  clean  it  up 
etly  and  quickly,"  s 
a  Kunz  associate. 

What  was  happen 
couldn't  be  hidden  : 
ever,  though.  By  late  1987,  a  regie 
vice-president  told  Kunz  of  suspicii 
that  Frederick  Paley,  D&B's  lead  sa 
man  to  IBM,  had  charged  Big  Blue 
ward  of  $100,000  for  reports  it  hac 
ordered.  An  internal  audit  confirr 
this.  Paley  denies  toying  with  IBM's 
count,  but  says  he  "can't  explain  h 
IBM's  usage  figures  got  elevated." 
January,  1988,  Paley  was  fired — i 
D&B  paid  IBM  back. 

As  word  spread  of  the  IBM  deal,  m 
customers  complained,  and  Kunz  triec 
quell  the  revolt.  In  1988,  he  let  dozens 
salespeople  go,  according  to  D&B  in 
ers,  and  began  settling  with  clients.  C 
tomer  sources  say  that  AT&T  recei 
more  than  $1  million,  including  th| 
sands  of  low-priced  units  into  the  191 
Subscribers  got  quarterly-usage  stil 
ments.  Salespeople  signed  an  etq 
code.  And  reacting  to  complaints  of  ir 
curate  credit  reports,  Kunz  devisecfS 
quality-control  system  to  monitor  vija- 
ally  all  of  d&b's  reports.  Now,  D&B  s; 
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}r  all,  a  man  doesn't  get  promoted  every  day. 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

Ask  your  favorite  smoke  shop  for  the  box  of  Macanudo  cigars  that  was 
made  for  you.  And  let  any  moment  worth  savoring  linger  in  your  mind  with 
the  taste  and  aroma  of  a  Macanudo. 

MACANUDO®  The  Ultimate  Cigar 


nformation  Processin 


95%  of  its  reports  are  on  the  mark. 

But  change  came  too  late.  "Kunz'  mis- 
take was  to  keep  the  problem  inside 
D&B,  instead  of  going  public  and  making 
a  clean  breast  of  it,"  says  a  former  D&B 
vice-president.  "I  would've  done  things 
differently,"  asserts  Murray,  who  took 
over  last  May  when  Kunz  was  let  go. 

Since  then,  Murray  has  been  as  out- 
spoken as  Kunz  was  silent.  Strong  on 
style,  one  of  his  first  acts  was  to  issue  a 
brochure  that  trumpets  the  founding  of 
"a  new  company."  And  Murray  is  apt  to 
pop  up  anywhere.  He  drops  in  on  cus- 
tomers and  D&B  district  offices  or  calls 
up  the  new  800  customer  hotline — all  to 
find  out  what  subscribers  are  saying. 
NO  RIVALS.  Because  of  the  class-action 
settlement,  he's  making  other  changes, 
too.  By  1991,  the  unit  pricing  system  will 
be  dropped  for  a  dollar  price  on  each 
product.  Already,  customers  get  month- 
ly-usage statements — and  can  get  them 


by  phone  any  time.  To  discourage  cheat- 
ing, base  pay  has  been  raised  for  sales- 
people, and  commissions  lowered.  Sales 
quotas  are  gone.  Commissions  are  based 
on  how  much  customers  use,  and, 
uniquely,  on  the  results  of  a  new  market 
research  program  that  measures  cus- 
tomer satisfaction.  Adds  Murray:  "Any- 
body that  manhandles  customers  will  be 
thrown  out,  no  questions  asked."  Indeed, 
he  recently  told  a  companywide  sales 
meeting  that  25%  of  those  on  hand 
would  be  unable  to  fit  into  the  new  sys- 
tem and  be  gone  in  a  year. 

Murray  has  time  for  the  changes  to 
work,  if  only  because  D&B  has  little  com- 
petition. TRW  Inc.,  its  closest  rival,  has 
begun  a  direct-mail  campaign  to  D&B 
customers,  claiming  that  its  own  reports 
are  cheaper  and  collected  from  third  par- 
ties and  public  records,  not  from  the 
company  the  report  is  about.  Still,  ana- 
lysts sav  that  TRW  has  only  about  %%■  of 


the  market,  mainly  because  custo 
feel  that  its  data  bank  is  too  small. 
Roger  Green,  a  credit  manager  at  a 
Jersey  drug  company,  which  last 
got  $200,000  back  from  D&B:  "We 
D&B  because  they  know  much  ; 
about  our  prospective  customers 
we  could  find  out  anyplace  else." 

Still,  for  Murray  the  hard  work 
just  begun.  By  replacing  gamesmai 
with  salesmanship,  his  reforms  wil 
fie  the  credit  division's  growth,  pei 
for  years.  Murray  insists  that  as 
rebuilds  customer  confidence,  subi 
ers  will  decide  that  they  need  the  hi] 
priced,  specialty  products  that  Dr 
repackaging  strategy  created.  M: 
maybe  not.  But  for  the  first  tin 
years,  one  thing  seems  likely:  The 
dollars  the  credit  division  will  be  ri 
in  should  be  honest  ones. 

By  Jeffrey  Roih  feder  in  New  Yon 
Stepheyi  Phillips  in  Cleveland 
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OUTRAGEOUS  FORTUNE?  TWO  GUYS  FROM  D&B  CASH  IN 


Thomas  Paley  and  George  J. 
Thomas  are  in  business  to  make 
Dun  &  Bradstreet  pay  for  cheat- 
ing customers.  Since  March,  1988, 
when  the  two  former  D&B  salesmen 
formed  Credit  Advisors  Inc.,  they've 
been  advising  the  information  giant's 
customers  on  what  to  look  for  when 
suing  it  for  alleged  overcharges. 
So  far,  three  dozen  D&B  customers 
have  taken  the  Bound  Brook 
(N.  J.)  company's  advice.  With  the 
help  of  a  law  firm  retained  by  CM, 
these  customers  have  recouped 
nearly  $10  million — half  of  which 
they've  paid  to  CAl  for  its  help. 

Paley  can  advise  customers 
since  he  understands  how  they 
were  misled.  He  was  fired  just  be- 
fore forming  CAI  because,  accord- 
ing to  D&B,  he  sent  a  letter  under  a 
false  signature  saying  his  client 
had  used  up  more  buying  units 
than  it  actually  had.  Paley,  whose 
father,  Frederick,  also  was  fired 
by  D&B,  doesn't  deny  the  compa- 
ny's charges:  "From  what  I've 
seen,  I  wasn't  half  as  bad  as  a  lot 
of  the  other  guys  at  D&B."  Thomas 
quit  D&B  in  1986,  disgusted,  he 
says,  with  its  sales  tactics. 

Now,  CAI  is  fighting  the  clock.  Last 
August,  D&B  tried  to  contain  the  suits 
against  it  by  negotiating  an  $18  million 
class-action  settlement.  Customers 
wishing  to  sue  D&B  separately  must 
opt  out  of  the  class  by  Nov.  28.  And 
Paley  and  his  staff  of  15  in  three  CAI 
offices  around  the  country  are  urging 


them  to  do  so.  It's  a  matter  of  num- 
bers. Says  Paley:  "Divide  $18  million 
among  45,000  customers,  and  each  one 
gets  an  average  of  $400."  That  doesn't 
begin  to  pay  back  what  D&B  customers 
lost,  he  says.  Some,  he  claims,  were 
overcharged  by  more  than  $1  million 
over  eight  years.  CAl's  pitch  is  appar- 


ently working.  According  to  Paley, 
more  than  one-third  of  the  customers 
are  thinking  of  not  participating  in  the 
class  action.  D&B  refuses  to  comment 
on  that. 

D&B  could  be  hurt  if  CAI  is  right.  The 
company's  strategy,  say  D&B  insiders, 
is  to  get  most  of  its  customers  to  join 


the  class  action.  Then,  if  some  mi 
cases  are  still  kicking  around,  ] 
could  settle  them  quietly.  If  this  \ 
fails,  D&B  has  an  out.  If  more  than 
of  eligible  customers  don't  buy  in,  ] 
can  cancel  the  settlement  and,  i: 
chooses,  avoid  planned  reforms  in 
business  practices. 

SHORT  LIFE.  Although  the  sei 
ment  might  save  D&B  money, 
main  goal  is  simply  to  end  the 
pute  and  put  distance  betweer 
self  and  the  scandal.  That's  w 
in  a  Newark  federal  court 
month,  D&B  argued  that  CAI  is 
dermining  the  class-action  sei 
ment.  D&B  tried  to  prove  this! 
subpoenaing  CAl's  records,  ino 
ing  correspondence  and  notes 
conversations  with  D&B  custom 
No  ruling  has  yet  been  made.  9 
Paley:  "We  gave  D&B  what 
had.  If  they  push  us  any  furd 
we'll  defend  ourselves"  by  d 
lenging  D&B  in  court. 

Paley  and  Thomas  are  acd 
aware  that  CAl's  business  ha 
short  life,  and  that  one  day  tW 
need  new  ways  to  make  moj 
But  Paley  says  CAI  has  a  chand 
rake  in  more  than  $20  million  I 
ing  the  next  couple  of  years  just 
being  a  thorn  in  D&B's  side.  .And  ft 
couple  of  out-of-work  New  Jer 
salesmen,  that's  the  type  of  pa; 
that  normally  isn't  found  north  of 
lantic  City. 

By  Jeffrey  Rothfeder  in  Bound  Br 
N.J 
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"Number  crunching's  for 
when  I'm  in  the  office.  Out  here, 
just  give  me  a  great  little  PC. 
And  1  mean  little." 

! 

m 

data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON ' 


The  leader  in  laptop  PCs*  now  brings  you  a  notebook 
portable  that  fits  your  business  and  your  briefcase. 

Finally,  desktop  performance  on  a  moment's  notice. 
That's  the  sleek  MinisPort™  from  Zenith  Data  Systems. 

Under  6  pounds,  MinisPort  rides  in  a  briefcase  like  a 
notebook.  But  unlike  other  notebook  PCs,  it  uses  remov- 
able MiniDisks  to  store  all  the  data  you  need... just  like 
your  desktop.  You  also  get  a  DayBright  backlit  screen  for 
crisp  text  in  any  light.  And  over  3  hours  of  battery  life. 

So  bring  your  portable  computing  down  to  a  more 
manageable  size  with  Zenith's  sleek  MinisPort. 

For  your  nearest  Zenith  Data  Systems  authorized 
dealer,  call:  1-800-842-9000,  ext.  1. 


rce:  Dalaquest  — True  portable  PC  sales 

)hics  simulate  Microsoft'  Windows,  a  product  and  trademark  of  Microsoft  Corporation 


«J  1989,  Zenith  Data  Systems 
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THE  BATTLE  ROYAL 
IN  CHIPS 

RISC  IS  FAST,  BUT  SOME  COMPUTER  MAKERS  WOULD  RATHER  FIGHT  THAN  SWIT 


When  a  new  computer  technol- 
ogy surfaces,  it's  hard  to  tell 
at  first  whether  it's  just  a 
passing  fancy  or  something  that  will 
shape  the  course  of  the  industry.  If  only 
a  few  upstart  companies — the  guys  with 
nothing  to  lose — embrace  the  new  devel- 
opment and  declare  themselves  the  van- 
guard of  a  revolution,  it  may  be  just  a 
fad.  But  if  every  major  computer  maker, 
from  Armonk  to  Taipei,  is  planning  new 
products  around  this  technology,  it's  a 
good  bet  that  it's  for  real. 

This  year,  that  something  is  called 
RISC.  It  stands  for  reduced  instruction 
set  computing,  and  it's  a  method  of  sig- 
nificantly speeding  up  the  central  pro- 
cessor in  a  computer  system.  For  the 
upstarts — companies  such  as  Sun  Micro- 
systems Inc.  and  MIPS  Computer  Sys- 
tems Inc. — it  is  indeed  regarded  as  the 
basis  of  a  revolution.  These  companies 
are  developing  low-cost  RISC  computers 
with   mind-bending   processing  speeds 
that  they  assert  will  displace  tradition- 
al designs  in  the  1990s.  For  the  com- 
puter-industry Establishment,  that 
not  only  seems  heretical  but  down- 
right unlikely.  Even  so,  just  about 
every  computer  maker  is  participat- 
ing to  some  degree  in  the  movement. 

With  Sun  leading  the  way,  RISC  de- 
signs are  sweeping  the  workstation  mar- 
ket, where  engineers,  software  writers, 
and  program  traders  demand  maximum 
computing  speed.  By  1993,  some  QYa  of 
all  workstations  sold  around  the  world 
will  be  based  on  RISC,  predicts  market 
researcher  Dataquest  Inc.  Rise  also  is 
being  adopted  by  minicomputer  makers 
and,  ominously,  by  every  major  Japa- 
nese computer  supplier.  The  reason: 
Makers  of  RISC  microprocessor  chips 
claim  their  products  have  two  to  four 
times  the  performance  of  standard 
chips,  giving  them  up  to  a  three-year 
lead  in  machines  that  deliver  the  most 
computing  power  for  the  price.  Jack  W. 
Browne  Jr.,  director  of  marketing  at  Mo- 
torola Inc.'s  microprocessor  products 
group,  figures  that  by  as  early  as  1993, 
a  single  RISC  chip  will  be  able  to  execute 


as  many  as  160  million  instructions  per 
second — 10  times  what  the  fastest  con- 
ventional chips  handle  now. 

The  trick  is  reducing  the  number  of 
instructions  built  into  a  RISC  computer's 
central  processing  unit.  That's  the  oppo- 
site of  how  most  computers  have  been 
built  since  the  1950s.  Because  internal 
memory  was  so  expensive  then,  comput- 
er designers  put  as  many  computer  in- 


structions as  possible  into  the  cer 
processing  hardware,  reducing  the  r 
to  store  instructions  in  memory.  The 
suiting  CISC  (complex  instruction 
computing)  approach  is  used  on  ev 
thing  from  PCs  to  mainframes. 

Over  the  years,  CISC  machines  I 
become  enormously  complex  as  des 
ers  have  added  more  in 
structions,  which  can  be 


RISC  CHIPS  ARE  SETTII 
SPEED  RECORDS.. 


Supplier 

Chip 

Speed  j 
Mhz 

MIPS 

R3000 

25 

MOTOROLA 

88000 

25 

SUN 

SPARC 

33 

INTERGRAPH 

Clipper 

60 

MOTOROLA 

88000 

20 

ADVANCED 
MICRO  DEVICES 

29000 

12 

INTEL 

80486 

25 

INTEL 

I860 

33 

MOTOROU 

68030 

33 

*  Millions  of  instnjctions  per  second 
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pie  as  telling  the  machine  to  add 
umbers.  A  Digital  Equipment 
VAX,  for  example,  has  more  than 
lilt-in  instructions.  RISC  eliminates 
t  the  most  frequently  used  of 
-to  as  few  as  31  in  some  experi- 

Yet,  with  proper  programming,  a 
rocessor  can  do  whatever  a  CISC 
le  can.  And  the  simplicity  of  RISC 

it  cheaper  to  design  and  build. 
hlYBRiDS.  The  result  is  a  seductive 
lation  of  high  performance  and 
ice — especially  in  comparison  with 
systems  such  as  minicomputers. 
1  B.  Roelandts,  vice-president  of 
tt-Packard  Co.'s  computer  sys- 
:roup,  predicts  that  the  overall  ef- 
i  using  RISC  will  be  to  advance 
ter  performance  by  50%  to  75% 
ly  at  a  given  price — compared 
0%  annual  gains  in  conventional 
ter  designs. 

Such  improve- 
ments, obviously. 


could  be  a  blessing  to  computer  buy- 
ers— and  a  pain  for  old-line  computer 
makers  who  are  used  to  the  higher 
prices  and  profit  margins  from  tradition- 
al hardware.  But  the  cheap,  superfast 
processing  power  of  Rise  may  not  appeal 
to  all.  Commercial  data  processing  cus- 
tomers— banks,  department  stores,  air- 
lines— have  invested  billions  in  software 
for  CISC  machines,  and  they  aren't  likely 
to  switch.  Meanwhile,  the  cost  of  con- 
ventional hardware  to  run  their  software 
drops  each  year  as  technology  advances. 
And  CISC  chip  makers  have  a  big  advan- 
tage: With  its  huge  volume,  Intel  Corp. 
could  slash  prices  to  beat  RISC  in  terms 
of  cost  per  unit  of  computing  power. 

It  hasn't  needed  to  do  that 
yet,  but  RISC 
forcing  every- 


D  MORE  MACHINES 
■  BE  BASED  ON  THEM... 

Announced  plans 
for  use  (partiol  list) 


...BUT  THEY  WON'T 
DOMINATE  SOON 


5, 

Tandem,  Bull,  Nixdorf, 

ns 

Control  Data,  NEC,  Siemens 

IS, 

ICL,  Unisys,  Xerox,  AT&T, 

stations 

Prime,  Toshiba,  Fujitsu 

Tektronix,  Unisys,  NCR, 

Encore,  LM  Ericsson,  Northern 

Telecom 

Alliant,  Stratus 

□  NON-RISC 

□  RISC 


ESTIMATED  SHIPMENTS  OF 
MICROPROCESSORS  USED  AS 
CENTRAL  PROCESSING  UNITS 


■91 


▲  THOUSANDS 


DATA,  IN-STAT  INC. 


one  to  adapt  to  its  economics.  Even 
though  customers  remain  locked  into  ex- 
isting software,  makers  of  CISC  machines 
feel  pressure  to  match  the  lower  costs  of 
RISC  machines.  "There's  a  relentless 
drive  for  price-performance  improve- 
ment," notes  Wiliam  J.  Filip,  assistant 
general  manager  for  advanced  worksta- 
tion marketing  at  IBM. 

That  effort  is  producing  some  interest- 
ing hybrids.  For  example,  in  the  80486, 
its  latest  and  fastest  microchip,  Intel 
boosts  raw  computing  speed  by  using 
RISC  circuits  in  the  basic  processing  unit. 
But  15%  of  the  80486's  circuits  are  used 
to  make  it  look  like  earlier  Intel  chips  so 
it  can  use  the  same  software.  Retaining 
compatibility  means  giving  up  some  per- 
formance. But  "the  cost  of  compatibility 
is  becoming  such  a  small  part  of  our 
chip,  why  would  anybody  want  to 
switch?"  asks  Intel  Marketing 
y  Manager  William  C.  Rash. 

Intel  and  rival  Motorola  also  are 
wringing  surprising  performance 
out  of  conventional  chip  designs. 
Their  enormously  profitable  Intel  80386 
and  Motorola  68030  lines  are  funding  ad- 
vances in  chip  design  and  production. 

The  80486  has  1.2  mil- 
lion circuits,  about 
four  times  what 
current  RISC  chips 
have,  and  the  com- 
pany claims  it  can 
crunch  15  million  in- 
structions per  second 
(table),  about  the  same  as 
Sun's  Sparc.  Even  though  the  80486's 
$1,000  list  price  is  almost  four  times  the 
Sparc's,  it  has  taken  some  wind  out  of 
RISC.  "If  it  were  RISC  vs.  the  80386,  I 
would  say  CISC  is  in  trouble,"  says  Mi- 
chael Slater,  editor  of  Microprocessor 
Report,  a  newsletter.  "But  it's  RISC  vs. 
the  80486  and  the  68040,"  the  latter  a 
forthcoming  Motorola  chip. 

The  RISC  camp  is  pushing  ahead,  too. 
Chipmakers  such  as  Japan's  Fujitsu,  Hi- 
tachi, and  NEC,  as  well  as  Texas  Instru- 
ments, have  licenses  to  produce  ever- 
faster  versions  of  MIPS,  Sun,  and 
Hewlett-Packard  RISC  designs.  With 
enormous  memory-chip  operations,  they 
have  the  technology  to  match  Motorola 
and  Intel.  They  could  boost  perfor- 
mance, for  example,  by  placing  more 
than  one  processor  on  a  single  chip. 

IBM  may  unveil  such  a  design  when  it 
launches  its  new  workstation,  code- 
named  Rios.  Due  out  in  the  first  quarter 
of  1990,  the  machine  has  a  RISC  chip  that 
can  work  on  more  than  one  operation  at 
a  time.  The  result,  says  Michael  W.  Blas- 
gen,  manager  of  advanced  minicomputer 
systems  at  IBM's  Thomas  J.  Watson  Re- 
search Laboratory  in  Yorktown  Heights, 
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N.  Y.,  is  a  computer  that  can  complete 
more  than  one  instruction  per  cycle,  or 
tick  of  its  internal  electric  clock.  Com- 
pleting more  instructions  with  every  cy- 
cle is  the  essential  goal  of  RISC. 

If  the  IBM  machine  lives  up  to  the  ru- 
mors, Big  Blue  could  emerge  a  leader  in 
RISC — for  the  first  time  since  the  1970s. 
Then,  IBM  researchers  led  by  John  Cocke 
pared  the  number  of  instructions  in  an 
attempt  to  build  a  computer  that  would 
complete  one  instruction  with  every  cy- 
cle. At  the  time,  CISC  machines  required 
as  many  as  10  cycles  to  complete  an 
instruction.  Working  out  of  IBM  Building 
801,  a  sleek  Eero  Saarinen  structure, 
Cocke's  crew  completed  their  prototype 
in  1975.  Named  for  its  birthplace,  the  801 
never  fully  achieved  its  goal.  But  it 
proved  that  RISC  works. 
NO  SPLASH.  The  first  commercial  RISC 
computers,  such  as  the  IBM  rt/pc  work- 
station in  1986,  hardly  set  the  industry 
on  its  ear.  The  underpowered  RT  couldn't 
keep  up  with  machines  built  around  off- 
the-shelf  microprocessors.  But  while  Sun 
Microsystems  and  Apollo  Computer  Inc. 
were  clobbering  the  RT  in  the  market, 
back  in  their  labs  both  were  furiously 
developing  their  own  RISC  processors.  So 
was  Hewlett-Packard,  which  subse- 
quently acquired  Apollo.  Sun's  design, 
Sparc,  was  first  sold  in  a  Sun 
workstation  in  1987.  The  compa- 
ny now  claims  to  be  shipping  the 
most  RISC-based  computers — al- 
though HP's  RISC-based  minis 
bring  in  more  revenue.  Sun  says 
that  shipments  of  Sparc-based 
machines,  now  approaching  8,000 
a  month,  will  account  for  80%  to 
90%  of  Sun's  unit  sales  by  June. 

Sun  and  other  RISC  suppliers 
predict  that  within  a  year,  RISC 
will  give  machines  in  the  $5,000 
to  $10,000  price  range  the  pro- 
cessing power  of  80486-based 
machines  now  costing  around 
$20,000.  That,  they  think,  will 
spawn  a  new  market  of  office 
computers  aimed  at  "knowledge 
workers"  and  professionals  who 
haven't  been  reached  by  today's 
relatively  unsophisticated  PCs. 
The  added  power  will  be  used  for 
programming  that  hides  the  com- 
plexity of  computer  communica- 
tions and  data-base  searches  and 
improves  the  "user  interface"  to 
make  computers  easier  to  use. 

At  least  that's  what  RISC 
boosters  expect.  The  biggest  one 
on  Wall  Street  is  Mark  D.  Stahl- 
man,  an  analyst  at  Alex.  Brown 
&  Sons  Inc.  "We're  not  just  deal- 
ing with  fast  PCs,"  he  says.  "A 
new  industry  is  being  built"  at 
the  point  where  high-end  PCs  and 


low-end  workstations  overlap.  Stahlman 
calls  it  networked  computing,  but  he's 
not  just  talking  about  linking  machines 
together.  "I  mean  networking  in  the  Jer- 
ry Rubin  sense — computers  for  people 
who  are  networked."  Lawyers,  bankers, 
and  professionals  would  use  powerful 
desktop  computers  to  assemble  and  com- 
municate the  informa- 
tion that  is  the  curren- 
cy of  their  trades.  In 
Stahlman's  view,  RISC 
workstations  makers 
will  ride  the  wave. 

The  timing  seems 
right.  After  a  nearly 
unbroken  10-year 
streak  of  double-digit 
gains,  sales  growth 
for  conventional  PCs  is 
slowing  to  10%  a  year 
or  less.  By  contrast, 
sales  of  RISC-based  mi- 
crocomputers will  grow  from  184,000 
this  year  to  4.4  million  in  1992,  Stahlman 
figures.  If  so,  RISC-based  workstations 
will  account  for  more  than  half  the  mar- 
ket for  32-bit  desktop  computers — which 
include  PCs  based  on  the  Intel  80386  and 
80486  and  Apple  Macintosh  ll.  That  has 
investors  lining  up  for  MIPS'  $300  million 
initial  public  offering,  the  most  eager- 


Ihe  biggest  names 
in  computers  are 
aligning  with  RISC 


ly  anticipated  high-tech  IPO  this  y! 

But  before  there's  a  RISC  revoluij 
there  are  still  some  problems  to  s< 
The  biggest  is  software.  Although 
crosoft  Corp.  says  it  plans  to  adap 
OS/2  software  for  RISC,  just  about  e 
RISC  computer  uses  Unix  as  its  opera] 
system,  the  software  that  control 
computer's  basic  f 
tions.  Developed 
American  TelepI 
&  Telegraph  Co.,  I 
has  long  been  fav 
by  buyers  of  engir 
ing  workstations 
some  200,000  copie 
Unix  have  been  so 
run  on  small, 
tiuser  office  corr 
ers.  But  on  PCs 
has  gotten  alm.ost 
where.  Some  30 
iBM-compat 


lion 
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are  i 


PCS  run  MS-DOS,  a  Microsoft  opera 
system.  And  more  than  2  million  A 
Computer  Macintoshes  use  the  M: 
tosh  operating  system. 

That  makes  Unix,  and  by  exten 
RISC,  a  hard  sell  to  the  businesses 
buy  the  most  desktop  computers, 
better  performance  is  not  enough  t 
duce  people  to  switch  to  RISC,"  says  '. 
Kutnick,  president  of 
Group,  a  consulting  firn 
Westport,  Conn.  "Bee 
there's  a  software  gap,  I  ' 
see  RISC  machines  taking  ov^ 

Still,  Unix  does  have  an 
ing.  There's  also  a  gap  betv 
MS-DOS,  the  outdated  PC  op 
ing  system,  and  OS/2,  the_ 
grade  that  IBM  and  Microsofijf™ 
veiled  in  1987.  Few  applica' 
programs — word  process 
spreadsheets,  and  the  like — 
been  written  yet  for  OS/2, 
even  when  they're  ready, 
first  ones  won't  be  able  to 
full  advantage  of  the  near-n 
frame  processing  speeds  of 
80486  and  RISC  chips.  Curre 
OS/2  only  handles  chunks  o 
formation  in  bytes  of  data 
J   are  composed  of  16  bits. 
HP    most  powerful  PCs  crunch 
in  32-bit  chunks.  A  32-bit  ( 
will  be  introduced  by  1991,  M 
soft  says.  But  Unix  is  alrea 
32-bit  operating  system. 

Certainly  the  wealth  of 
ware  that  already  runs  on 
Intel  and  Motorola  chips 
new  versions  of  those  chips 
edge.  But  much  of  that  soft^ 
may  become  irrelevant.  "To 
mind,  converting  the  old  apf 
tions  to  the  new  architectur 
an  enormous  waste,"  says  S 
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DATA  GENERAL:  RISC-ING  MOST  OF  ITS  CHIPS 


Idson  D.  de  Castro  is  no  stranger 

to  adversity.  He  co-founded  Data 
I  General  Corp.  on  a  shoestring  in 

to  sell  minicomputers  against 
:et  leader  Digital  Equipment  Corp. 
le  early  1980s,  as  Data  General's 
Ih  stalled,  de  Castro  audaciously 
ed  it  into  new  markets,  including 
)nal  computers  and  office  systems, 
at  worked  briefly.  But  over  the 
four  years.  Data  General  has  lost 

million,  despite  closing'  several 
,s  and  eliminating  4,700  jobs,  28% 
1  work  force.  In  short,  Data  Gener- 
widely  perceived  as  a  has-been,  its 
stock  trading  far  below  the  $76 

in  1985. 

ttered  but  not 
in,  de  Castro  is 

betting  Data 
ral  on  RISC,  the 
ced  instruction 
technology  thut 
T  experts  believe 
3  future  of  com- 
g.  Other  mini- 
)uter  makers, 
n  include  Prime 
puter  Inc.  and 
g  Laboratories 

are  retreating 
liche  markets 

as  computer- 
l  design  and  im- 
processing.  But 

General  sees  a 
:e  to  use  Risc- 
d  computers, 
)ped  with  widely 
able  Unix  soft- 

(page  200),  to 
;  gains  against 
IBM,  and  Hew- 
'ackard  in  sever- 
irkets. 

IG  SHARE.  Actu- 

RISC  and  Unix  may  be  Data  Gen- 
)  only  option  now:  In  midrange 
luters,  its  main  market,  the  compa- 
share  of  worldwide  revenues  has 
1  from  2.1%  in  1984  to  0.9%  this 
according  to  market  researcher 
]orp.  And  its  mainstay  MV  minis 
doing  only  so-so,  since  few  new 
imers  want  to  buy  machines  with 
)prietary  design  from  a  faltering 
•any.  So  de  Castro  figures  that 
based  computers  running  "open" 
rare  can  capture  new  business, 
as  PCs  ate  into  the  mini  business 
e  early  1980s.  "Over  some  period 
ime,  the  proprietary  computer 
5  will  come  undone,"  he  says, 
ipanies  like  ours  will  have  an 


opportunity  [to  win]  the  fleeing 
customers." 

Data  General  launched  its  first  RISC 
machines  last  April — a  line  of  worksta- 
tions and  minis  called  Aviion  that's 
based  on  Motorola  Inc.'s  88000  RISC  mi- 
croprocessor. Analysts  expect  the  ma- 
chines to  take  off  slowly,  showing 
sales  of  only  $100  million  out  of  an 
estimated  $1.3  billion  total  for  the  year 
ending  next  September.  Competition  is 
fierce:  DEC,  for  instance,  is  offering 
trade-in  credits  of  up  to  $4,000  to  cus- 
tomers who  buy  its  $12,000  engineer- 
ing workstations.  And  numerous  other 
companies  are  hawking  RISC  machines. 
Aviion,  predicts  InfoCorp  analyst  San- 


CO-FOUNDER  DE  CASTRO:  HAVING  lESS  TO  LOSE  GIVES  HIM  AN  EDGE  OVER  HIS  RIVALS 


dra  Gant,  won't  contribute  more  than 
25%  to  30%  of  Data  General's  equip- 
ment revenues  until  1991.  Before  that, 
only  marginal  profits  are  expected. 

Like  most  of  its  rivals,  Data  General 
is  making  its  radical  move  to  exploit 
Rise's  cost  and  speed  advantages  and 
to  gain  access  to  the  growing  pool  of 
Unix-compatible  programs  that  are  de- 
signed for  use  in  specific  industries. 
Sufficient  software  is  what  customers 
generally  look  for  first  when  buying  a 
computer.  Having  installed  only  35,000 
MV  systems,  Data  General  hasn't  at- 
tracted much  interest  from  software 
producers.  But  it  thinks  it  can  gain 
their  attention — and  slash  hardware 
development  costs — by  using  Motoro- 


la's microchip  in  its  workstations  and 
minicomputers.  Several  other  computer 
makers  have  opted  for  the  same  chip 
and,  along  with  Data  General,  they're 
working  out  ways  for  their  machines 
to  share  software. 

Data  General  is  also  developing  fu- 
ture processors.  Using  its  know-how  in 
minis,  it's  helping  Motorola  develop  an 
ultrafast  version  of  the  88000.  The  first 
machine  based  on  that  work,  slated  for 
delivery  in  1991,  will  serve  as  the  hub 
of  workstation  groups — a  so-called  net- 
work server.  The  trouble  is,  competi- 
tors are  building  equally  fast  versions 
of  their  RISC  designs,  too:  MIPS  Comput- 
er Systems  Inc.  (page  196),  for  in- 
stance, has  just 
come  out  with  a  RISC 
processor  it  claims 
can  execute  55  mil- 
lion program  instruc- 
tions per  second. 
And  it  has  licensed 
mainframe  maker 
Control  Data  Corp. 
to  build  even  speedi- 
er models. 

ELIXIR?  Even  if  its 
RISC-Unix  push  be- 
comes a  technologi- 
cal success.  Data 
General  must  still 
change  in  other 
ways.  Stiff  competi- 
tion in  open  systems 
means  slimmer  prof- 
it margins,  making 
traditional  sales  ap- 
proaches compara- 
tively expensive, 
says  John  R.  Logan, 
executive  vice-presi- 
dent of  Boston-based 
market  researcher 
Aberdeen  Group  Inc. 
de  Castro  acknowledges  this.  "We're 
going  to  have  to  adapt  to  some  new 
channels  of  distribution,"  he  says.  He 
has  recruited  some  50  companies  to  re- 
sell Aviion  gear  with  software  for  spe- 
ciality markets. 

Are  RISC  and  Unix  the  elixir  Data 
General  needs  to  start  growing  again? 
They're  necessary  but  probably  insuffi- 
cient to  ensure  long-term  success,  par- 
ticularly with  industry  giants  IBM  and 
DEC  offering  similar  technology.  Data 
General's  one  advantage  may  be  that  it 
can  afford  to  be  more  aggressive  with 
technologies  like  RISC.  After  all,  it 
may  be  down  to  its  last  few  rolls  of  the 
dice. 

By  Gary  McWilliams  in  Boston 
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man  of  Alex.  Brown.  If  customers  and 
software  developers  do  switch  operating 
systems,  he  argues,  why  shouldn't  they 
choose  Unix,  which  after  20  years  of 
refinement  is  reliable  and  well  under- 
stood. "People  want  an  industrial- 
strength  operating  system,"  asserts 
Charles  M.  Boesenberg,  mips'  executive 
vice-president  of  marketing.  He  contends 
that  OS/2  remains  untested. 


Maybe  so,  but  Unix  has  its  own  draw- 
back. Because  it  has  been  adapted  to  run 
on  all  sizes  and  brands  of  computers, 
there  are  dozens  of  variations  of  it.  For 
all  its  flaws,  OS/2  is  a  single  product.  So 
it's  easier  for  a  software  developer  to 
write  for  OS/2,  since  one  version  of  a 
program  will  work  on  all  OS/2  PCs.  To' 
reach  the  entire  Unix  market,  a  develop- 
er would  have  to  create  dozens  of  ver- 


sions. The  success  of  Unix  and  RISC 
office  workstations  may  hinge  on 
quickly  a  single  Unix  version  emerges 
an  industry  standard  (page  200). 

While  confusion  over  Unix  standa 
could  limit  the  acceptance  of  RISC  on 
desktop,  the  Unix/RISC  combinat 
seems  likely  to  dominate  in  other  n" 
kets.  Indeed,  many  minicomputer  m 
ers  regard  Unix/RISC  as  a  life  prest 


MIPS'  STRATEGY  IN  THE  RISC  RACE:  PRESSING  THE  FLESH 


On  a  week-long  swing  through 
Europe  last  September,  Robert 
C.  Miller  landed  in  a  new  city 
every  five  waking  hours.  By  the  end  of 
the  month,  the  blear\'-eyed  president  of 
MIPS  Computer  Systems  Inc.  had 
logged  60,000  miles.  But  he  had  deals 
to  sell  $85  million  worth  of  comput- 
ers— more  than  twice  MIPS'  1988  reve- 
nues— to  West  Germany's  Nixdorf 
Computer  and  France's  Groupe  Bull. 

Miller  is  "a  man  on  a  mission,"  says 
Samuel  D.  Colella,  a 
partner  with  Institu- 
tional Venture  Part- 
ners, which  backed 
the  five-year-old  Sun- 
nyvale (Calif.)  start- 
up. The  goal  is  to 
make  MIPS  the  domi- 
nant player  in  re- 
duced instruction  set 
computing  (RISC),  a 
technology  for  mak- 
ing speedy,  low-cost 
computers.  Miller's 
frenetic  travels  and 
shrewd  negotiating 
have  produced  a  glit- 
tering list  of  custom- 
ers and  allies.  Digital 
Equipment  and  Tan- 
dem Computers  are 
among  13  computer 
makers  using  the  de- 
sign. NEC,  Siemens,  and  Sony  are 
among  sLx  companies  licensed  to  mass- 
produce  MIPS  chips. 

SPREAD  THIN.  Still,  the  46-year-old  for- 
mer IB.M  executive  isn't  cooling  his  jets. 
He  started  November  by  introducing  a 
$150,000  computer  system  that  runs  at 
a  blazing  55  mips,  or  million  instruc- 
tions per  second.  That's  faster  than 
mainframes  costing  10  times  as  much. 
Control  Data  Corp.  immediately  or- 
dered $60  million  worth  to  sell  to  its 
customers.  On  Nov.  7,  MIPS  filed  a  pro- 
spectus for  its  first  public  stock  offer- 
ing, an  eagerly  awaited  IPO  that  values 
the  company  at  a  heady  $300  million. 
Not  bad  for  a  company  that  was  on 


the  ropes  just  two  years  ago.  When 
Miller  arrived  from  Data  General 
Corp.,  MIPS  had  run  through  its  $23 
million  in  venture  capital  and  was 
floundering,  with  a  muddled  strategy 
to  build  chips,  circuit  boards,  and  fin- 
ished computers.  Miller  quickly  raised 
$14  million  in  new  venture  capital,  then 
persuaded  Japan's  Kubota  Ltd.  to  buy 
20''i  of  the  company  for  $25  million. 
Instead  of  trying  to  sell  .MIPS  chips,  he 
licensed  others  to  do  it.  He  focused  on 


PRESIDENT  MILLER  LOCGED  60,000  MILES  ON  A  EUROPEAN  TRIP  IN  SEPTEMBER 


refining  the  RISC  design  and  building 
computer  systems  to  be  marketed  by 
resellers  such  as  CDC. 

Miller's  strategy-  worked.  Royalties 
from  chip  and  software  licenses,  about 
35/<:  of  the  company's  estimated  $100 
million  in  sales  this  year,  have  pushed 
gross  margins  to  60% — far  higher  than 
the  40'X  that  comparable  computer 
makers  get.  And  after  cumulative 
losses  of  $30  million,  MIPS  has  had  op- 
erating profits  of  $7.5  million  over  the 
past  five  quarters. 

MIPS  still  faces  a  dogfight.  By  year- 
end,  workstation  maker  Sun  Microsys- 
tems Inc.  will  have  sold  at  least  40,000 
machines  that  use  its  Sparc  RISC  chip. 


estimates  International  Data  Corp.  a 
alyst  'Vicki  Brown.  For  MIPS  to  cat< 
up,  DEC  alone  would  have  to  ship  25,0( 
of  its  MlPS-based  systems.  By  one  es 
mate,  the  minicomputer  maker  h: 
only  sold  7,500  so  far.  One  limitii 
factor  has  been  software:  Some  l,4i 
programs  run  on  Sun's  RISC  machin 
vs.  650  for  the  various  MIPS  systen 
And  because  of  differences  among  t 
MlPS-based  machines,  not  all  prograr 
run  on  all  computers. 

NEW  BROOM.  But 

more  MlPS-based  m 
chines  hit  the  ma 
ket,  the  balance 
power  could  shil 
"Nobody's  runnir 
away  with  the  race 
says  Andrew  Alliso 
editor  of  a  RI; 
newsletter.  In  fai 
In-Stat  Inc.,  a  m? 
ket  researcher,  es 
mates  that  MIPS 
censees  will  sh 
100,000  chips  th 
year,  many  for  u 
in  computers  th 
will  be  built  in  1% 
Sun's  licensees  w 
ship  only  50,000,  I 
Stat  says. 

To  keep  up  the  nc 
mentum.  Miller  w 
spend  much  of  1990  crisscrossing  t 
globe.  But  when  he's  back  at  hea 
quarters,  he  likes  a  bit  of  fun.  He  ca 
himself  and  his  top  managers — form 
Data  General  marketing  veterans  Vi 
liam  D.  Jobe,  51,  and  Charles  M.  Be 
senberg,  41,  and  Jacob  F.  Vigil,  53, 
former  Hewlett-Packard  Co.  manuf« 
turing  executive — the  Over-the-H 
Gang.  At  a  company  do  in  Augui 
they  donned  10-gallon  hats,  bandolen 
and  pistols,  and  rode  in  on  broomsticl 
"There  are  two  tj^pes  of  people  in  t 
world,"  Miller  declares.  "Gunslinge 
and  targets."  These  days,  he's  keepii 
his  six-shooters  drawn. 

Bi/  Robert  D.  Hof  in  San  Francit 
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than  perfect? 
brdPerfectS.l. 


With  the  5.1  Tables  feature  wu  have  amazing 
control  over  columns  and  rows  of 
information.  Great  for  making 
your  own  forms. 

Edit  an  equation  using  English-like 
commands.  The  Equation  Editor 
builds  and  displays  graphics- 
based  equations.  Is  there  a 
scientist  in  the  house? 
Now  your  equations  are 
simple  to  write. 

Of  Mice  and  Menus... 
You  asked  for  it! 


Easier  to  use.  More 
features.  No  hardware 
upgrade. 

At  WordPerfect  Corporation 
we're  serious  about  listening  to 
our  users .  While  everyone  else  is 
trying  to  keep  up  with  us ,  we're  trying  \ 
to  keep  up  with  you.  WordPerfect  5.1  is 
our  latest  response  to  your  needs.  % 
Easier  to  use 

By  adding  pull-down  menus  and  mouse  support, 
we've  made  WordPerfect  easier  to  learn  and  use. 
With  context-sensitive  help,  you  have  more  help 
in  more  places .  And  filenames  can  be  longer.  Name 
yom^e  Letter  from  Mr.  Hart  to  Dr  Burns,  instead 
of  Hartburn.  Itr. 
More  features 

WordPerfect  5.1  boasts  over  30  new  features.  Like 
Tables.  Work  with  columns  and  rows  of  information 
like  never  before.  Merge  has  been  magnified,  yet 
simplified.  Creating  mailing  labels  is  a  breeze.  Tabs 
are  now  more  flexible.  Spreadsheet  data  can  be 


retrieved  right 
into  a  document. 
And  with  the  automated 
equation  editor,  equations  are 
simple  to  write. 
Memory  requirements 
We've  added  more  features,  but  not  the  need  for 
more  memory.  WordPerfect  5.1  still  runs  in  384K 
of  free  memory,  the  same  as  5.0. 

To  get  a  copy  of  WordPerfect  5.1,  see  your 
local  dealer.  Or  caU  us  at  1-800-526-5150  for  5.1 
update  information. 

With  WordPerfect  5.1,  your  documents  can  look 
better  than  ever.  Because  only  one  word  processor 
is  WordPerfect. 


WordPerfect 

CORPORATION 

1555  N.  Technology  Way  Orem  UT  84057 

Telephone:  1-800-526-5150  Telex:  820618  FAX:  (801)  222-4477 


WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation  in  the  United  States. 


er.  From  HP  to  Data  General  to  Europe's 
Groupe  Bull  and  Nixdorf  Computer,  old 
guard  minicom])uter  makers  are  embrac- 
ing the  two  as  the  way  to  halt  the  ero- 
sion of  their  markets  by  networks  of 
PCs.  "RISC  is  fundamental  for  us"  to 
keep  up  with  the  improvements  in  com- 
puting power  at  low  cost,  says  Peter  M. 
Stuart,  Unix  systems  strategy  manager 
for  ICL,  the  British  mainframe  maker.  It 
is  building  mid-range  systems  using 
Sun's  Sparc  chip. 

FOREIGN  ALLIES.  The  RISC/ Unix  combina- 
tion also  solves  other  problems.  Custom- 
ers increasingly  are  wary  of  locking 
themselves  into  proprietary  hardware 
and  software  designs.  Unix  lets  them 
move  applications  packages  from  one 
brand  to  another  with  relative  ease.  That 
spells  opportunity  for  Edson  D.  de  Cas- 
tro, president  of  Data  General  Corp. 
He's  refocusing  his  company  to  compete 
in  the  RISC/Unix  market  in  both  work- 
stations and  larger  systems  (page  195). 

Across  the  globe,  in  fact,  the  oldest 
and  biggest  names  in  computers — Con- 
trol Data,  DEC,  Unisys,  Fujitsu — are 
aligning  with  suppliers  of  RISC  comput- 
ers and  chips.  The  action  is  furious  as 
RISC  chip  designers  race  to  sign  up  chip 
manufacturers  to  build  RISC  micro- 
processors and  computer  makers  to  use 
them.  The  competition  is  particularly 
keen  between  Sun  and  mips.  Each  wants 
its  RISC  chip  to  become  the  industry  stan- 
dard— the  most  widely  used  chip  and  the 
one  that  attracts  the  most  software.  So 
they're  liberally  licensing  chip  designs 
and  software,  even  to  rivals.  "It  reminds 
me  of  two  wealthy  philanthropists  see- 
ing who  can  give  away  the  most,"  says 


James  H.  Clark,  chairman  of  worksta- 
tion maker  Silicon  Graphics  Inc.  "Vol- 
ume drives  the  business  now  more  than 
anything,"  notes  Edward  J.  Zander, 
Sun's  vice-president  of  corporate 
marketing. 

The  fear  of  missing  out  on  a  new  chip 
market  has  also  prompted  Intel  and  Mo- 
torola to  jump  into  the  fray.  After  down- 
playing RISC  for  years, 
both  companies  are 
marketing  RISC  micro- 
processors of  their 
own.  "For  the  same 
technology,  you  can 
get  more  performance 
out  of  RISC,"  concedes 
Murray  A.  Goldman, 
vice-president  of  Mo- 
torola's Microproces- 
sor Products  Group. 
"Whether  Intel  or  Mo- 
torola likes  it  or  not, 
that's  what  the  mar- 
ket wants."  So,  Motorola  Vice-Chairman 
John  F.  Mitchell  has  a  new  agenda:  He's 
pressing  large  computer  makers  to 
choose  Motorola's  88000  RISC  chip.  So 
far,  he  has  sold  20,000  RISC  chips  and  his 
best  customer,  Apple,  is  said  to  be  devel- 
oping a  new  model  around  the  88000. 

The  race  for  the  lead  in  RISC  chips  has 
led  to  an  intricate  web  of  alliances.  Sun 
has  recruited  several  U.  S.  chip  makers 
as  well  as  Fujitsu  Ltd.  in  Japan  and 
Philips  in  Europe.  In  October,  NEC  Corp. 
came  out  with  a  version  of  the  chip  it  is 
building  under  license  from  MIPS;  it  ex- 
pects to  build  10,000  a  month  in  1990. 
Siemens,  another  MIPS  partner,  will  be 
cranking  up  production.  Next  year,  To- 


Ihe  bad  news  for 
computer  makers: 
Rise's  lower  margins 


shiba  expects  to  begin  turning  out] 
der-$8,000  Sparc-based  workstations.! 

Lately,  hp  has  been  in  there  pitch! 
too.  An  early  convert,  HP  began  worH 
on  RISC  in  1982.  Its  first  minis  usina 
RISC  precision  architecture  hit  the  i| 
ket  in  1987,  and  today  those  machj 
are  helping  HP  weather  the  minicomi 
er  slump.  But  last  summer,  it  reall 
that  it  needed  alliel 
advance  its  technol 
and  to  boost  sales 
machines  using 
RISC  design,  theJ 
attracting  softwl 
developers.  Hita 
has  agreed  to  buij 
version  of  the  HP  < 
and  Korea's  Samsl 
Group  is  preparinj 
line  of  low-cost, 
compatible  RISC  w| 
stations  for  1991. 
Even  IBM  and 
whose  clout  still  attracts  plenty  of 
ware  for  their  proprietary  designs,! 
launching  RISC/Unix  efforts.  Last  jJ 
ary,  DEC  brought  out  Unix  workstatj 
and  minicomputers  based  on  the  f 
RISC  chips.  And  RISC  is  bound  to  pld 
much  more  important  role  througl 
Big  Blue's  product  line,  says  IBM's  ^ 
A  small  RISC  processor  has  already  1 
used  to  speed  up  communications  in  : 
mainframes,  for  example. 

All  of  this  is  good  news  for  custonj 
Greenwich  Capital  Markets  Inc.,  aij 
vestment  firm  in  Greenwich,  Conn.,[ 
year  saved  upward  of  $1  million  by| 
ing  Sun's  RISC-based  workstations, 
Frank  Duquette,  director  of  technolj 
He  figures  that  by  next  year,  70%  o| 
firm's  trading  workstations  will  be 
"I've  bought  into  it  completely,"  he  s| 
"I  won't  be  buying  CISC  anymore." 

For  computer  makers,  that's  a  m| 
blessing.  The  45%  gross  margins 
they  can  expect  on  RISC  machines  a| 
lung  way  from  the  65%  they  are  usel 
getting  from  proprietary  hardwj 
Worse,  low-cost  RISC  machines  are 
ting  pressure  on  prices  of  the  older  h| 
ware,  too.  "Living  with  this  kind  of  ] 
performance  is  very  difficult"  for  tj 
tional  computer  makers,  notes  Rick  . 
tin,  a  Prudential-Bache  Securities 
analyst.  Despite  efforts  to  cut  overhl 
these  companies  are  still  bloated  in  { 
parison  with  the  newcomers.  "Sun  I 
others  have  pushed  this  change  a| 
([uicker  than  IBM  and  DEC  wana 
^;tys  Sun's  Zander.  And  now  thatl 
change  is  here,  their  only  option  i| 
adjust. 

By  Geoff  Leivis  in  New  York,  mth 
ard  Bratjdt  a?id  Jonathan  B.  Levine  w\ 
Francisco,  and  bureau  reports 

Special  Report  continues  on  page! 
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UNIX  FINALLY  COMES 
INTO  ITS  OWN 


By  1993,  some  19%  of  new  computers  sold  could  be  using  the  operating  system 


Some  around  the  computer  industry 
have  been  making  the  prediction 
every  January  for  years.  Now,  it 
looks  as  though  it  might  finally  be  com- 
ing true:  1990  could  be  the  year  of  Unix. 
After  nearly  a  decade  of  arguments  over 
standards,  licensing  fees,  and  the  merits 
of  the  software,  Unix — one  type  of  oper- 
ating-system program  that  controls  the 
basic  functions  of  a  computer — is  catch- 
ing on. 

Suddenly,  Unix  is 
spreading  beyond  its 
workstation  roots 
and  cropping  up  in 
minicomputers  and 
mainframes:  Amdahl 
Corp.  says  its  Unix 
mainframes  could 
soon  account  for  30% 
of  the  company's 
revenues.  There's 
even  increasing  in- 
terest in  using  the 
software  on  personal 
computers.  "There 
are  1.3  million  licens- 
ees of  Unix,  which 
translates  to  about 
10  million  users.  In 
the  next  12  to  18 
months,  those  num- 
bers will  double," 
says  Peter  Cunning- 
ham, president  and 
chief  executive  offi- 
cer of  Unix  Interna- 
tional Inc.,  a  consor- 
tium of  companies 
that  back  a  version 
of  Unix  from  Ameri- 
can Telephone  & 
Telegraph  Co.  Re- 
searcher International  Data  Corp.  says 
that  by  1993,  some  19%  of  all  computers 
sold  will  be  shipped  with  Unix,  up  from 
9%  in  1988  (chart,  page  202). 
PIGGYBACK  EFFECT.  Numerous  factors 
are  spurring  Unix'  popularity.  In  the 
past,  the  operating  system  was  bogged 
down  by  its  reputation  for  being  too 
technical  and  by  the  confusing  number 
of  Unix  varieties  being  sold  by  different 
suppliers.  Each  had  taken  advantage  of 
Unix'  inherent  malleability  to  modify  the 
software  to  suit  its  own  needs,  creating 
a  mishmash  of  incompatibility.  Now, 


those  barriers  are  quickly  falling.  For 
one  thing,  reduced  instruction  set  com- 
puting, or  RISC,  has  long  been  partnered 
with  Unix.  Today,  RISC,  a  technology 
that  brings  blinding  speed  to  desktops, 
is  moving  out  of  engineering  and  scien- 
tific labs  and  into  mainstream  office 
work — and  it's  bringing  Unix  along.  It 
helps,  too,  that  Unix  makers  have  cut 
down  on  the  number  of  versions  and 
added  new  features,  such  as  graphics. 


NEW  WORLD:  UNIX  INTERNATIONAL'S  CUNNINGHAM  CHAMPIONS  AT&T'S  VERSION  OF  UNIX 


which  give  the  program  some  of  the  look 
of  Apple  Computer  Inc.'s  Macintosh — 
and  make  it  easier  to  use. 

As  a  result,  Unix  is  really  picking  up 
speed.  On  Nov.  7,  AT&T  announced  that 
it  had  begun  licensing  Unix  System  V.4, 
a  new  version  among  the  existing  varia- 
tions that  has  a  good  shot  at  becoming  a 
standard.  AT&T,  which  created  Unix  two 
decades  ago,  also  announced  that  negoti- 
ations between  competing  Unix  factions 
have  begun.  Outside  companies  are  sign- 
ing on  in  droves  to  work  with  the  AT&T 
version:  Unix  International  says  that  170 


hardware  and  software  makers  I 
done  so — nearly  every  major  compan 
the  industry.  Due  next  year,  for 
stance,  are  Unix  versions  of  such  p 
lar  programs  as  Lotus  Developn 
Corp.'s  1-2-3  spreadsheet. 
OPENING  UP.  The  impetus  for  all 
comes  from  customers  eager  to  sa 
buck — the  same  factor  that's  stimula 
the  move  to  RISC-based  machines, 
buyers  are  increasingly  adopting  tin 
called  open-syst 
strategy,  which 
them  mix  and  m; 
hardware  and  i 
ware  from  diffe 
suppliers  insteac 
being  locked  int 
particular  br; 
Since  Unix,  un 
other  operating 
tems,  was  desi^ 
from  the  start  t( 
tailored  to  virti 
any  type  of  com 
er,  it  has  taken  ( 
central  role  in 
push  for  open 
tems.  Shearson 
man  Hutton  Inc 
so  enamored  of  ( 
systems  that  tra- 
systems  consul 
David  Sherr  has 
en  on  the  rol 
"open-systems 
forcer"  for  the 
pany.  He  says 
is   a   big  part| 
Shearson's  effor 
avoid  being  lo 
into  any  one  m; 
facturer's  pr^ 
etary  goods.  "You  want  to  keep  you]| 
flexible,"  he  says. 

Unix'  prospects  also  have  been  brj 
ened  by  a  thaw  in  the  cold  war 
rounding  it.  In  the  past,  Unix'  grc| 
was  stymied  by  fears  of  AT&T, 
many  believe  has  yet  to  shed  its  monj 
listic  image  and  attitude.  Many  off 
industry's  largest  companies  refusej 
adopt  AT&T's  Unix,  fearing  that 
might  give  the  phone  giant  too 
control  over  their  operations.  That 
spawned  the  1988  formation  of  C| 
Software  Foundation  Inc.  (OSF),  a  cor| 
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tium  of  companies  led  by  Hewlett-Pack- 
ard, Digital  Equipment,  and  IBM,  which 
is  trying  to  come  up  with  a  version  of 
Unix  to  compete  with  AT&T's. 

Now,  AT&T  appears  to  be  moving  to- 
ward reconciliation  with  its  rivals.  On 
Nov.  6,  OSF,  AT&T,  and  Unix  Internation- 
al said  they  were  discussing  ways  to 
cooperate  on  establishing  a  single  stan- 
dard version  of  Unix.  Those  talks  report- 
edly are  being  headed  by  AT&T  Data  Sys- 
tems Group  President  Robert  M.  Kavner 
and  John  A.  Young,  chief  executive  at 
HP.  Kavner  has  said  that  AT&T  may  even 
go  a  giant  step  further  and  spin  off  its 
Unix  Software  Operation  (USO)  as  a  sepa- 
rate company  in  which  even  some  of 
AT&T's  direct  competitors  might  be  al- 
lowed to  own  equity.  That  could  dispel 
lingering  fears  that  AT&T  would  exploit 
its  control  of  Unix  to  gain  more  influ- 
ence in  the  computer  market.  Lawrence 
F.  Dooling,  president  of  uso,  says  that 
the  idea  is  still  just  a  "consideration." 
But  he  concedes  that  a  spin-off  might 
take  place  within  a  year. 
WEAK  KERNEL.  AT&T's  conciliatory  atti- 
tude may  stem  in  part  from  worries 
about  OSF's  improving  credibility.  Al- 
though its  proposed  version  of  Unix, 
OSF/1,  is  still  a  year  or  more  away  from 
delivery,  the  organization  recently  over- 
came a  potentially  difficult  obstacle. 
OSF/1  was  to  have  used  as  its  core  pro- 
gram, or  kernel,  IBM's  version  of  Unix, 
called  AIX.  Testing  proved  AIX  weak  in 
certain  areas,  though,  so  the  group  has 
decided  instead  to  use  a  kernel  called 
Mach,  which  was  developed  at  Carnegie- 
Mellon  University.  Although  IBM  helped 
fund  work  on  Mach,  using  it  as  the  new 
kernel  may  allay  the  fears  of  companies 
that  were  reluctant  to  depend  too  heavi- 
ly on  software  controlled  by  IBM. 

Big  Blue,  whose  backing  of  OSF  re- 
portedly was  predicated  on  the  group's 
choosing  AIX  in  the  first  place,  says  the 
change  means  nothing.  Mach  "is  only 
55,000  lines  of  code,"  says  William  J. 


Filip,  assistant  general  manager  of  ad- 
vanced workstation  marketing  at  IBM. 
"Full  Unix  is  1.5  million  lines  of  code." 
Even  based  on  Mach,  he  says,  OSF/1 
still  leaves  plenty  of  room  for  IBM  and 
others  to  contribute. 

But  Unix  still  has  some  big  battles  to 
fight.  There  is,  for  instance,  controversy 
over  which  graphics 
program  will  become 
the  standard.  Contend- 
ers include  Motif  from 
OSF,  Open  Look  from 
Sun  Microsystems, 
Presentation  Manager 
from  Microsoft,  and 
NextStep  from  Next. 

An  even  bigger 
challenge  lies  in 
broadening  Unix'  role 
at  the  low  end  of  the 
market.  While  it  is 
clearly  the  system  of 
choice  for  engineers  and  other  technical 
buyers  who  want  RISC-based  desktop 
machines,  Unix  hasn't  gained  much 
ground  among  the  millions  of  personal 
computers  installed  each  year.  There, 
Unix  is  competing  with  OS/2,  an  ad- 
vanced operating  system  developed  by 
Microsoft  Corp.  and  IBM  to  supersede 
Microsoft's  ubiquitous  MS-DOS.  While 
roughly  as  many  software  companies 
are  writing  for  Unix  as  are  writing  for 
OS/2 — about  'ZT7^  and  28%  of  major  soft- 
ware makers,  respectively,  says  Interna- 
tional Data  Corp. — developers  are  frus- 
trated by  Unix'  many  variations,  which 
result  in  a  fragmented  market.  Thus 
OS/2's  big  advantage:  There's  only  one 
version  of  it.  "While  Unix  will  have  a 
presence,  a  UnLx-only  office  is  not  in  the 
cards.  OS/2  is  pretty  definite,"  asserts 
Intel  Corp.  President  Andrew  S.  Grove. 
And  IBM  and  Microsoft  just  announced 
that  OS/2  will  eventually  run  on  a  RISC 
chip — as  yet  unidentified,  but  probably 
Intel's  i860 — which  might  make  it  an 
even  tougher  competitor  of  Unix. 


i9oftware  makers 
are  frustrated  by 
Unix'  many  versions 


Even  a  unified  Unix — a  single,  s 
dard  program— won't  guarantee 
kind  of  market  enjoyed  by  those  ow 
IBM-compatible  PCs  today.  They  can 
virtually  any  program  at  a  local  s 
and  know  that  it  will  run,  as  is,  on  t 
machines.  That's  because  all  their 
use  essentially  the  same  Intel  m 
processor.  So  far, 
contrast,  desktop 
computers  can 
any  of  a  variety  o 
crochips,  each  in 
patible  with  the 
ers.    That  ere 
problems  for  retai 
who  don't  have 
space  or  working 
tal  to  stock  many 
tions  of  each  soft 
product  they  sell 
has  proposed  a 
tion:  writing  "arch 
ture-neutral"   software   that  c 
adapt  itself  to  different  machines. 

Despite  such  obstacles,  Unix  is  b 
means  foreign  to  personal  compu 
Santa  Cruz  Operation  is  nearing 
million  in  revenues  from  selling  a 
sion  of  Unix  System  V  that's  designe 
run  on  an  IBM  PC  with  several  termi 
attached  and  active  at  the  same  t 
And  Compaq  Computer  Corp.  just  i 
duced  a  powerful  PC-compatible  com 
er  that  is  available  with  a  versio 
SCO's  Unix  as  a  standard  option. 

It  is  these  step-by-step  successes 
have  made  Unix  companies  so  exc 
Their  challenge  now  is  to  convince 
ers  of  general  business  computers 
1990  is  the  year  to  stop  talking  a 
Unix  and  start  buying  it. 

By  Richard  Brandt  in  San  Frans 
with  Deidre  A.  Depke  and  John  W.  Vi 
in  New  York,  and  bureau  reports 


For  information  on  reprints  of  tfiis  Special  R 
call  Business  Week  Reprints  at  609  426-549 
write  Business  Week  Reprints,  P.O.  Box 
Hightstown,  NJ.  08520. 


A  GROWING  SHARE  FOR  UNIX 

When  shipped,  most  computers  include  an 
operating  system,  the  software  that  controls 
the  computer's  basic  functions.  Here  are  U.S. 
sales  of  computers  broken  down  by  the 
operating  system  they  are  shipped  with. 


1993  EST. 

TOTAL  VALUE; 
SI85  BILLION 


■  DOS 
□  UN?X 

■  VMS 


H  IBM  MAINFRAMES 
1^  IBMMIDRANGE 
OTHERS 
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\AXXUM-FOOOl 


A  mountain  climber  caught 
forever  halfway  up  the  slope, 
frozen  there  by  the  Minolta 
Maxxum"  7000/.  Because 
camera  and  athlete  were 
equal  to  the  challenge. 

Here,  Maxxum's  multi- 
pattern  metering  captured 
the  full  contrast  between  clim- 
ber and  snow.  While  Maxxum's 
powerful  telephoto  zoom — 
one  of  over  30  autofocus 
lenses — spanned  the  distance 
between  mountains. 

Put  simply  Maxxum  tech- 
nology can  help  you  surmount 
any  obstacle.  With  its  un- 
matched autofocus  system,  the 
possibilities  are  as  limitless  as 
your  imagination. 

Look  for  Minolta's  USA  2  year  camera/5  year  lens 
limited  warranty  cards  in  your  package.  For  more 
information,  see  your  Minolta  dealer  or  write:  Minolta 
Corporation.  101  Williams  Dr.,  Ramsey  NJ  07446.  In 
Canada:  Minolta  Canada,  Inc.,  Ontario.  Pj  1989 
Minolta  Corporation 


^lY  FROM  THE  MIND  OF  MiNOLTA 
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Frances  larsest  publicly-owned  bankins 
Sroup;  present  in  over  60  countries. 
Employs  45,500  persons,  includins  over 
10,000  workins  outside  France. 

Full  ranse  of  bankins  and  financial 
services;  better  profit  ratio  than  its  com- 
petitors; oi  iz  of  the  best  country  risk 
coverase  ratios 

1988;  consolidated  net  income  up 
28%  to  FF  3,041  million. 


SOCIETE  GENERALE 


Italimprese 


1^1 


The  consolidation  of  its  own  sra 
objectives  and  a  strons  thrust  toward 
internationalization,  mark  the  achievj 
ments  of  the  Italimprese  Group  in  19: 
with  a  total  turnover  of  578.7  billion  lij 
(US  $408  million).  The  sroup operates 
the  fields  of  construction,  metalworkinl 
plant  ensineerins  and  asro-industry  Tl 
development  of  new  business  areas  arj 
the  acquisition  of  avant-sarde  technol 
3ies  have  witnessed  Italimprese  stril 
up  new  alliances  in  Europe  and  full 
holdinss  with  U.S.  companies  leaders 
their  fields,  like  Ecova,  applied  S( 
biotechnolosies,  and  C.H.I.,  produc 
of  composite  materials. 


Knape  &  Vogt  Manufacturing  Co. 


1^  iifi 


Knape  &  Vogt  Manufacturing  Co.  is 
market-driven  manufacturer  and  sui 
plier  of  quality  home  decor  products 
the  do-it-yourself  homeowner  and 
major  metal  drawer  slide  supplier 
some  of  the  nation's  largest  furnitu 
cabinet  and  office  furniture  manufacti 
ers.  Sales  and  operating  earnings  for  tl 
year  ending  6/30/89  rose  to  reco 
levels  reflecting  the  strong  demand 
the  company's  products. 


i 

i 


1^ 


SEB  Group 


Since  the  acquisition  of  Rowenta  on  Jl 
1, 1988,  the  SEB  Group  has  become  tl 
leading  manufacturer  of  small  domesi 
appliances  in  Europe,  and  one  of  tl 
largest  in  the  world. 

Its  sales,  under  the  brand  names  Call 
Rowenta,  SEB  and  Tefal,  amounted  to 
5.15  billion  and  net  income  was  up  to 
184  million. 

In  1989,  the  SEB  Group  shou 
achieve  sales  of  FF  6.6  billion  with 
considerable  increase  in  its  intematior 
markets. 


VEBAAG 


VEBA-  the  fourth  largest  company 
West  Germany  —  is  working  in  four  maj! 
areas  of  activities:  electrical  power  gi 
eration,  chemicals,  oil  and  the  sector 
trading,  transport  and  services.  The  turi 
over  in  1988  summed  up  to  a  total  of  D| 
44.4  billion.  VEBA  increased  profits  ' 
13.5%  from  DM  943  million  to  DM  10| 
million.  In  line  with  the  good  results, 
dividend  for  VEBA  shareholders  shall 
raised  from  DM  10  to  DM  11.  The  cor 
pany's  chemical  activities  have  bei 
systematically  expanded.  Turnover 
this  sector  increased  by  63%,  pri 
cipally  by  acquisitions  in  the  field 
plastics. 


ic  !Chaf 


)lding  Company 


20 


Exploration  and  Production 
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Eni  is  one  of  the  larsest  oil  companies  in 
terms  of  tumover.  This  public-sector 
intesrated  energy  concern  provides 
Italy  with  51.2%  of  its  oil  and  gas 
requirements. 

Although  Group  economy  perfor- 
mance suffered  from  the  fall  in  the  price 
of  oil  and  the  drop  in  the  dollar,  it  was 
still  very  healthy  with  a  net  profit  of  some 
1,310  billion  lire  (708  billion  in  1987)  on 
revenues  of  approximately  32,800  bil- 
lion lire. 

The  foreign  component  of  tumover  is 
approximately  one  third  and  this  reflects 
the  important  position  the  Group  has 
won  for  itself  on  the  international  market. 


Agip,  with  more  than  624  million  t.o.e.,  is 
one  of  the  largest  oil  companies  in  terms 
of  reserves.  The  company  does  business 
in  exploration  and  production  of  hydro- 
carbons and  the  supply  of  crude  oil. 

Agip  is  also  involved  in  mining  of 
non-ferrous  metals,  in  the  development 
and  application  of  renewable  energy 
sources  (geothermal,  photovoltaic)  and 
nuclear  fuel.  Agip  provides  Italy  with 
almost  half  of  its  oil  needs  and  does 
business  in  25  countries  on  five  conti- 
nents. A  total  of  342  exploration  and 
production  wells  were  drilled  in  1988. 


fining  and  Distribution 
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Natural  Gas 
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AgipPetroli  is  in  the  business  of  refining 
and  distributing  petroleum  products.  It 
covers  34.2%  of  the  Italian  market  and 
has  made  an  impressive  name  for  itself 
abroad.  The  company  does  business  in 
over  40  countries  all  over  Europe,  Africa, 
Latin  America  and  Australia.  The  Agip- 
Petroli distribution  network  is  coordi- 
nated with  holiday  and  travel  services. 
Turnover  in  1988  was  20,384  billion  lire, 
with  about  a  3%  increase  from  the 
previous  year 


Snam  is  one  of  Europe's  leading  com- 
panies in  the  supply  distnbution  and 
marketing  of  natural  gas. 

The  company  supplies  Italian  gas 
demand  through  domestic  production 
and  purchases  from  the  USSR,  the 
Netherlands  and  Algeria.  Snam  is  also 
concerned  with  the  transport  of  crude 
oil;  it  manages  major  European 
pipelines,  including  the  2,500  km.  Trans- 
Mediterranean  gas  pipeline,  which  has 
brought  about  45  billion  m^  of  Algerian 
gas  to  Italy  in  its  first  six  years  of 
operation.  Snam's  Italian  gasline  network 
is  21,000  km  long.  1988  sales  of  gas  in 
Italy  were  over  40  billion  ml 


instruction 
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Engineering 
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Saipem  is  engaged  in  the  business  of 
drilling,  constructing  industrial  plants 
and  civil  infrastructures,  onshore  and 
offshore  pipelaying.  The  company  has 
worked  in  more  than  40  countries  and 
laid  more  than  50,000  km  of  pipeline, 
and  it  has  installed  an  impressive 
number  of  rigs  and  other  offshore 
plants.  In  1988  equity  increased  to  300 
billion  lire. 
Saipem  Group  Consolidated  Data 

(billion  lire) 

1986      1987  1988 


Sales 
Net  Profit 
Net  Assets 


1,545.5 
62.1 
780.7 


1,242.9 
79 
746.2 


1,412.0 
8.3 
889.6 


Snamprogetti 


SnamProgetti  is  Europe's  leading  en- 
gineering and  services  company  With 
an  annual  capacity  of  five  million  hours, 
the  company  engineers  and  constructs 
refineries,  chemical  and  petrochemical 
plants  and  fertilizer  installations,  gas 
treatment  plants,  pipelines  for  gas, 
water  and  coal/water  slurry  offshore 
installations,  desalination  plants,  plants 
for  mining  and  metallurgy  as  well  as 
engineering  major  infrastructure  with  full 
respect  for  ecological  requirements. 


xhanical  Manufacturing 
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Chemicals 
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NuovoPignone  produces  heavy  ma- 
chinery and  equipment  for  the  oil,  gas 
and  petrochemical  industries,  including 
reciprocating  and  centrifugal  com- 
pressors, gas  turbines,  pumps,  prefabri- 
cated equipment,  remote  control  instru- 
mentation, automated  systems  and 
looms. 

In  1988  NuovoPignone  Group  saw 
consol  idated  turnover  top  1 ,01 1 .7  bi  1 1  ion 
lire,  net  profit  reached  35.5  billion  lire. 

New  orders  amounted  to  some  1,200 
billion  lire,  20%  more  than  the  figure  for 
the  previous  year 


To  reach  a  gradual  reduction  of  the 
Italian  chemical  deficit,  Enichem  and 
Montedison  signed  a  joint  venture 
merging  their  activities  in  base  chem- 
icals, plastics,  fibers,  elastomers,  inter- 
mediate and  detergents,  agrochemicals 
and  fine  and  specialty  chemicals. 

The  newcompany"EniMont" will  rank 
among  the  top  ten  chemical  giants  in  the 
world  with  sales  of  over  13,000  billion 
lire  and  profits  of  about  1,000  billion  lire 
in  1989. 
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Travel 


RESORTS  FOR  A  SPLURGE 
—OR  JUST  FOR  SKIING 


The  nation's  top  ski  re- 
sorts were  once  notori- 
ous for  the  haughtj"  atti- 
tude they  displayed  to  anyone 
who  didn't  belong  to  the  ski- 
ing elite.  But  several  years  of 
anemic  ski-industn^  growth, 
plus  growing  competition 
from  such  alternatives  as 
cruises  and  Disney  World, 
have  wrought  dramatic 
changes  at  ski  retreats. 

This  season,  you'll  find 
once-proud  resorts  eager  to 
please.  Since  198-5,  they  have 
spent  SI  bilHon  on  improve 
ments  such  as  high-speed  lifts 
and  elaborate  child  care  facili- 
ties. They've  added  hosts  of 
nonski  acti\ities.  And  most  re- 
sorts now  have  a  toll-free 
number  you  can  call  to  book 
everything  from  air  travel  to 
dinner  reser\-ations. 

In  perhaps  the  biggest 
change,  beginning  skiers — 
once  sconied  as  they  strug- 
gled down  the  bunny  slopes — 
can  now  expect  red-carpet 
treatment.  Industry  leaders 
have  concluded  they  must  en- 
tice more  novice  adult  skiers 
to  generate  growth.  So 
they're  slashing  the  price  of 
learning  to  ski.  On  Jan.  19, 
many  ski  areas  will  offer  free 
lessons  to  newcomers  as  part 


of  a  national  program  the  in- 
dustn'  is  organizing.  Maine's 
Sunday  River  (800  .S43-2754) 
has  a  S33  program  that  will 
refund  your  money  if  you 
aren't  skiing  on  your  owti  bj' 
the  end  of  your  first  day.  And 
at  Vermont's  Stowe,  you  re 
ceive  a  season  pass  to  the  be 
ginner's  slopes  once  you  com- 
plete a  §40  program. 
ELK  OGLING.  Regardless  of 
yotu"  ability,  you'll  save  mon- 
ey and  enjoy  yourself  more  if 
you  avoid  the  resorts  during 
the  rush  between  Christmas 
and  New  Year's  Day  and  dur- 
ing Presidents'  Week.  In- 
stead, try"  to  go  during  the 
slower  periods.  At  most  re 
sorts,  these  include  the  period 
from  Thanksgiving  through 
Dec.  22.  all  of  January,  and 
early  April.  The  savings  can 
be  enormous:  Utah's  Snow- 
bird, for  instance,  is  offering 
40^"'  discounts  until  Dec.  23. 

All  the  resorts  listed  here 
boast  first-class  skiing.  Yet 
they  offer  dramatically  vary- 
ing vacation  possibilities,  with 
differences  in  setting,  ambi- 
ence, and  nonski  activities. 

Jackson  Hole  (800  443-6931) 
in  remote  Wyoming  is  the  ide 
al  choice  if  you're  seeking  a 
total  escape.  The  resort  is 


now  easy  to  reach,  thanks  to 
direct  flights  from  Chicago, 
Dallas,  Denver,  and  Salt  Lake 
Cit}-.  Set  amid  the  austere 
beaut}'  of  the  Teton  Moun- 
tains, Jackson  Hole  boasts  a 
mountain  with  the  steepest 
vertical  drop — 4,139  feet — of 
any  ski  resort  in  the  U.  S.  You 
can  stay  in  Teton  Village  or 
nearby  Jackson,  both  of 
which  offer  plenty  of  rugged 
Western  charm  and  stunning 
dews  of  the  Tetons.  Be  sure 
to  schedule  a  day  trip  into 
Yellowstone  National  Park: 
You  can  reach  Old  Faithful  by 
snowTTiobile  or  in  an  enclosed 
snow  coach.  You'll  also  want 


APRES 

HOTDOGONG  IN 
KILUNGTON 


to  take  a  sleigh  ride  to  the 
National  Elk  Refuge  outside 
Jackson,  where  thousands  of 
elk  spend  the  winter. 

If  you'd  rather  spend  your 
vacation  mingling  with  the  na- 
tion's corporate  elite.  Vail  and 
neighboring  Beaver  Creek 
(800  525-2257)  are  the  logical 
choices.  Moguls  such  as  Ross 
Perot  and  Henry  Kra\is  can 
be  seen  negotiating  the  slopes 
and  lunching  at  the  Cook 
Shack  on  Vail  Mountain.  You 
don't  need  to  ski  at  all  to  en- 
joy Vail's  almost  unending  se 
lection  of  restaurants  and  lux- 
ury  shops.  This  winter,  the 


hottest  place  to  stay  wil 
the  new  300-room  Hyat  t(ii£ 
Beaver  Creek,  which  o}  " 
Dec.  1.  This  hosteln.^  feat 
a  full-senice  spa  and  ev(  i; 
ski  concierge  who'll  clean 
store  your  skis. 
GAME  SHOW.  Aspen  (800 
7736)  is  another  mecca  for  f-p 
stars,  especially  the  H 
wood  t>"pes.  Many  celebr 
have  already  booked  rese 
tions  at  the  brand-new  L 
Nell  Hotel  at  the  base  of 
pen  Mountain,  where  r 
during  the  main  season 
range  from  S290  a  night  f 
regular  room  without  a  m> 
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Vf RMONT  SLOPES:  WORTHY 
<HAUENaERS  OF  THE  WEST 


VAIL  IS  NOT  JUST  FOR 
THE  CORPORATE  SET 


w  Lo  $2,000  for  a  large 
Lfter  dark,  dine  at  the 
creative  Syzygy  res- 
or  take  a  sleigh  to  the 
reek  Cookhouse  for  a 
i-fixe  dinner  featuring 
such  as  Cornish  game 
a  sun-dried  tomato 

ur  main  aim  is  to  ski 
gs  off,  head  for  one  of 

ski  areas  just  beyond 
ike  City.  They  receive 

500  inches  of  cham- 
Dowder  a  season.  Park 
10  453-1360),  home  base 
U.  S.  Ski  Team,  offers 
ki  areas  and  is  only  45 
s  from  Salt  Lake. 
Snowbird  (800  453- 

an  even  better  bet  for 
3d  skiers.  Its  "Moun- 
perience"  program  will 
)u  on  guided  tours  of 
)med  terrain.  After- 
you  can  have  a  mas- 
t  the  luxurious  spa  in 
)dge  at  the  base  of  the 
tin. 

•ado's  Summit  County, 
over  an  hour's  drive 
)enver,  is  another  su- 


perb choice  for  the 
avid  skier  seeking  vari- 
ety. This  winter.  Sum- 
mit County  will  be  sell- 
ing lift  tickets  good  at 
any  of  its  four  major 
areas:  Copper  Moun- 
tain (800  458-8386), 
Breckenridge  (800  221- 
1091),  Keystone  (800 
222-0188),  and  Arapa- 
hoe Basin.  A  four-day 
adult  pass  costs  $108 
and  allows  you  to  use 
free  shuttle  service  be- 
tween the  areas,  plus 
take  advantage  of 
Keystone's  night-ski- 
ing program.  These  ar- 
eas all  offer  attractive 
discount  packages. 
Still,  you'll  want  to 
splurge  with  dinner  at 
Keystone  Ranch,  which  ofler 
six-course  meals  in  an  au- 
thentic Western  ranch  house 
for  $35. 

Steamboat  (800  922-2722)  is 
a  leading  example  of  how  re- 
sorts are  catering  to  families. 
This  year,  Steamboat  is  dou- 
bling its  "Kiddie  Corral," 


w'liicli  lakes  care  of  kid.s  t'r(.)m 


infants  to  six-year-olds  while 
their  parents  ski.  Older  kids 
can  sign  up  for  a  week-long 
program  of  skiing  lessons, 
races,  and  lunches  with  others 
their  age.  Best  of  all,  kids  12 
and  under  can  ski  free  with 
their  parents  and  don't  pay 


for  lodging  if  they  stay  in 
their  parents'  room. 

Farther  West,  Heavenly 
Valley  (800  2-HEAVEN),  on 
the  (California-Nevada  line  at 
Lake  Tahoe,  is  for  those 
wanting  to  burn  the  candle  at 
l)Oth  ends.  In  addition  to 
Heavenly's  20  square  miles  of 
terrain,  you  can  sample  more 
than  a  dozen  other  areas 
around  the  lake.  At  night,  you 
can  gamble  in  any  of  seven 
casinos  or  catch  such  headline 
acts  as  Jay  Leno  and  Joan 
Rivers.  You  can  fly  to  Heav- 
enly from  New  York  and  stay 
for  five  nights  for  $544  per 
person,  excluding  holidays. 
DOG-SLED  DAYS.  The  Eastern 
resorts  will  never  be  able  to 
match  the  West's  mountains 
or  abundant  snowfall.  But 
most  have  installed  so  much 
snowmaking  equipment  that 
you  no  longer  need  to  worry 
too  much  about  whether 
you'll  be  able  to  ski.  And  the 
East  can  easily  match  the 
West  in  nightlife  and  other 
nonski  activities.  Stowe  (800 
24-STOWE)  is  a  favor- 
ite destination  for 
those  seeking  New  En- 
■^^m    gland  country  charm. 

It  boasts  some  60  inns 
"  ^  and  offers  a  midweek 
Exceptional  Value 
Package  that  cuts  the 
tab  about  207'  .  There's 
also  a  Winter  Carnival, 
Jan.  12-21,  which  fea- 
tures entertainment  in- 
cluding dog-sled  races, 
ice  sculptures,  and  Ty- 
rolean music. 

Kilhngton  (802  773- 
1330),  the  East's  larg- 
est resort,  will  be  of- 
fering Champagne  Ski 
Weeks  for  adults  be- 
tween Jan.  21  and  Feb. 
9.  These  feature  activi- 
ties such  as  sleigh 
rides  and  special  dining 
packages.  New  Hamp- 
shire's Waterville  Val- 
ley (800  468-2553), 
which  has  just  complet- 
ed a  $30  million  expansion  is 
offering  three-night  midweek 
packages  that  start  at  $182 
per  person,  including  lift  tick- 
ets and  lodging.  The  real  trick 
this  season  won't  be  so  much 
having  a  good  time  but  figur- 
ing out  where  to  go  to  do 
it.  Bill  Symonds 
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amount.  "The  insuraiicel 
pensive,  but  I  always  } 
myself  for  the  cost  of  a  c 
airline  fare  back  hom^ 
matter  where  I  go,  becaii 
don't  want  to  be  stuck} 
strike  or  an  emergencji 
curs,"  says  Leslie  Butterj 
retail  director  for  Dougi 
Travel,  a  large  travel  ag 
in  the  Pacific  Northwest 

You  can  buy  insur 
from  your  travel  agents 
you  purchase  your  ticket 
though  some  companies, 
as  Mutual  of  Omaha, 
booths  at  airports. 
AVOID  EXTRAS.  Insurers  | 
to  package  trip  prote(j 
with  other  coverage.  But 
packages  may  contain  eJ 
you  don't  need,  such  as  i| 
cal  or  baggage  insuranc 
you're  going  to  Paris 
your  baggage  goes  to 
don,  your  lost  baggage  n 
be  covered  by  your  home 
ers'  policy. 

Your  own  health  insui 
may  cover  you  while  y( 
traveling,  so  emergency  i 
cal  is  probably  best  for  i 
care  travelers  who  are 
covered  once  they're  i 
than  three  miles  outsidt 
country.  Harriet 


Insurance 


SO  A  QUAKE 
WRECKS  YOUR 
HOTEL  ROOM... 


There  have  always  been 
risks  associated  with 
travel.  But  given  the 
number  of  recent  natural  di- 
sasters, political  upheavals, 
and  terrorist  attacks  around 
the  world,  taking  a  vacation 
can  seem  downright  danger- 
ous. That's  why  some  insur- 
ers have  come  up  with  cover- 
age for  trip  cancellations  and 
interruptions — an  expensive, 
though  sometimes  advisable, 
way  to  protect  the  value  of 
your  vacation. 

Let's  say  you  were  va- 
cationing in  San  Francisco 
when  the  earthquake  hit.  If 
your  hotel  was  damaged,  or 
if  your  flight  out  was  can- 
celed, you  would  have  been 
covered  for  booking  another 
plane  as  well  as  another  hotel 
and  meals  while  you  were 
stranded,  says  Beth  Godlin, 
vice-president    of  Access 


America,  one  of  the  dozen 
companies  offering  such  in- 
surance worldwide. 

Most  policies  also  cover 
business  disasters.  If  your  va- 
cation is  canceled  before  you 
leave  or  while  you're  travel- 
ing because  of  a  strike  or  the 
bankruptcy  of  a  tour  operator 
or  airline,  you  are  covered  for 


the  nonrefundable  portions  of 
your  trip. 

Selecting  the  right  amount 
of  coverage  is  crucial.  Most 
insurers  charge  $5.50  for  each 
$100  of  coverage.  For  a  $2,000 
cruise,  some  travelers  insure 
it  all;  others  gamble  that  po- 
tential liabilities  will  not  be 
100%  and  go  for  half  the 


Just  as  regularly  as  some 
investors  prune  underper- 
formers  from  their  portfolios 
at  yearend,  others  wait  in 
the  wings  to  snap  up  their 
discards.  These  investors  are 
wagering  on  a  phenomenon 
that  happens  just  about  ev- 
ery year — the  January  Ef- 
fect, when  depressed  small- 
company  stocks  rise  out  of 
the  doldrums  to  celebrate  the 
end  of  December  and  the 
first  week  of  the  new  year. 

Why?  One  explanation  is 
yearend  tax-law  selling,  as 
investors  balance  out  gains 
by  taking  losses,  says  Josef 
L^konishok,  co-author  of  The 
Incredible  January  Effect 
{$21.95,  Dow  Jones-Irwin). 
January  brings  a  rebound  as 
investors  reenter  the  market 
and  selling  pressure  drops. 
TRIED  AND  TRUE.  Another  ex- 
planation is  that  portfolio 
managers  are  "window 
dressing"  their  portfolios. 
"Portfolio  managers  move 
into  better-known  stocks  in 


Smart  Money 

HOLIDAY  BLUES?  PLAY 
THE  'JAHUARY  EFFECT' 


December  and  then  in  Janu- 
ary go  back  to  smaller 
stocks  in  the  hope  of  outper- 
forming the  market,"  ex- 
plains Lakonishok. 
Most  people  think  of  small- 


The  annual  rise  in 
small-cap  stocks 
is  almost  a  sure  bet 


capitalization  stocks  when 
they  mention  the  January 
Effect,  but  "stocks  perform- 
ing the  worst  at  yearend  do 
the  best  in  January,  wheth- 
er they're  big  or  small," 
says  Marty  Zweig  of  The 


Zweig  Forecast  newsletter. 

From  1980  to  1988,  small 
companies  outperformed 
large  companies  in  January 
by  roughly  5%,  says  Lakoni- 
shok. But  last  year,  small 
stocks  underperformed  large 
stocks  by  about  3%  in  Janu- 
ary. "Over  most  of  history, 
the  effect  has  been  very  reli- 
able, but  in  the  last  eight 
years  it  has  been  smaller 
than  usual,"  says  Larry  Sie- 
gel  of  Ibbotson  Associates,  a 
Chicago  investment  firm. 

The  newsletter  Market 
Logic  (800  327-6720)  lists 
stocks  likely  to  benefit  from 
the  effect  each  year.  In  1987, 
its  list  of  depressed  small 
stocks  rose  an  average  of 
24%  from  mid-December  to 


mid-January,  compari 
a  4%  rise  in  the  S&P 
leader  was  Webster 
which  rose  69%.  Last 
the  newsletter's  picks 
7%o,  compared  with  the 
3%.  The  leader:  Pioneer ! 
ings  Bank,  with  a  27% 

The  most  obvious  waj 
play  the  January  Effect  \ 
buy  small-company  st(| 
when  they're  depressed 
December  and  sell  Wj 
their  prices  surge  in 
ary.  Robert  Haugen,  aj 
nance  professor  at  the 
versity  of  California  | 
Lakonishok's  co-autl 
plays  it  another  way:  "l| 
phone  switch  my  retirenj 
accounts  from  a  money-f 
ket  fund  into  a  small-capj 
ization  mutual  fund."  Al 
locking  in  January  gains 
switches  back.  By  d( 
that,  he  avoids  paying 
transaction  fees  and  com 
sions — a  strategy  that,  \ 
luck,  will  bring  many  ha 
returns.       Suzanne  Ww. 
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Show  your  face  the  respect  it  desen/es. 


raun,  we  regard 
as  something  you  do 
face,  rather  than  to  it. 
his  attitude  that 
the  design  of  the 
iree  position  switch. 
One  activates  the 
vcoated,  micro-thin 
cutterblock  system, 


a  combination  that  assures 
perfect  smoothness,  even  in 
close  contact  with  sensitive 
skin.  Anything  less  compro- 
mises comfort. 

Position  Two  couples  this 
cutting  action  with  the  trim- 
mer feature  for  grooming 
longer,  awkward  hairs  on  the 


neck.  And  Position  Three 
extends  the  trimmer  head 
for  precise  visual  control 
when  trimming  sideburns 
or  mustache.  Anything  less 
compromises  closeness, 

Braun  has  become  the 
number  one  selling  foil 
shaver  in  the  world  because 


every  design  element  has 
only  one  purpose:  to  give 
you  the  excellent  shave  your 
face  deserves. 

Anything  less  is  a  com- 
promise, in  every  respect. 


BRflun 


Designed  to  perform  better. 


Benchmark  performance  i 


ifetime  warranty* 


ixas  Instruments  introduces  its  newest 
;00  Computers  for  the  UNIX  Vorld 
ulti-user  computers  with  increased 
rformance  and  the  industry  is  first 
etime  parts  warranty 


fact.  Again. 

Texas  Instruments  newest  model 
1500  multi-user  computers  out- 
rms  the  competition,  this  time 
larable  multi-user  systems  from 
»,  Hewlett-Packard,  NCR  and 
ys.  That's  according  to  a  recent  Neal 
)n's  Business  Benchmark® 
Equipped  with  the  powerful  68030 
)processor,  these  new  1500  models 
aftware  applications  the  way  they 


System  Performance  Relative  to  H 


n 

1520-2 


NCR 
850 


UNISYS 
5000/95 


1520-1 


HP 
9000-840 


TVW-PROCESSOR  CONHGURXnONS 


ONE-PnOCESSOn  CONRGUfWnONS 


z  mvoest  ]500  Campuier  outperformed  comparable  systems 
n  DEC®  Hewlett-Packard,  NCR  and  Unisys  m  test  #i  of 
t1  Nelsons  Busiriess  Beru:hmark.  The  comparable  IBM® 
del  — the  AS/400  —  does  not  run  UNIX®  software  and 
refore  could  not  be  compared.  Measured  were  disk  input/ 
put  arui  calculations  typical  of  "normal"  business 
ironments. 


changes.  All  with  the  confidence  of 
knowing  that  your  investment  is  pro- 
tected by  Tl. 

Our  lifetime  warranty  means 
business. 

What  could  make  more  business  sense  to 
a  computer  purchaser  than  TI's  lifetime 
parts  warranty?  This  warranty  is  ex- 
tended directly  to  the  original  end-user 
and  covers  the  1500  Computer  chassis, 
CPU  board,  memory 
and  power  supply  for 
as  long  as  you  own 
the  system.  If  Texas 
Instruments  is  ever 
unable  to  repair  these 
components,  we  will 
repurchase  your  1500 
Computer  in  its  original 
Tl  configuration  at  the 
TI  list  price  in  effect  at 
the  time  of  purchase. 
All  that  you  pay  is  a  $25 
registration  fee  to  cover 
handling  costs. 

TPs  advanced 
multiprocessor  and 
chassis  technologies 
make  this  warranty  pos- 
sible. For  years,  we've 
offered  you  some  of  the 
most  trouble-free  com- 
puters you  can  buy 
Now,  we're  offering  you 
that  same  assurance  in 
writing. 


DEC 
6310 


meant  to  run  —  fast.  They  support 
more  users  while  eliminating  infor- 
)n  bottlenecks.  What's  more,  you 
ontinue  to  run  your  current  1500 
ams  with  no  application  software 


Open  architecture. 
Open-ended  growth. 

In  designing  our  1500  Computers  with 
open  architecture,  we've  also  included 
flexible  connectivity  and  add-on 


options.  In  fact,  we'll  even  help  you 
configure  your  1500  Computer. 

At  the  computer's  heart  is  the  TI 
System  V  operating  system.  Derived 
from  UNIX®  System  V,  TI  System  V 
gives  you  full  hardware  performance  and 
UNIX  system  compatibility  Thanks  to 
TI  engineering,  your  1500  Computer  can 
operate  with  a  combination  of  68020  and 
68030  processors,  each  running  its  own 
copy  of  TI  System  V.  The  choice  is  yours. 

The  1500  Computer's  flexible  archi- 
tecture provides  you  with  cost-effective, 
incremental  system  growth.  You  can  add 
processors,  terminals  and  peripherals  to 
support  more  than  256  users. 

Texas  Instruments  will  even  give 
you  cash  trade-in  allowances  for  your 
1500  Computer  upgrades.  With  Tl,  your 
initial  investment  remains  protected 
from  day  one. 

CaUTI  today. 

New  benchmark  performance  backed  up 
by  investment  protection.  For  details, 
call  Tl  and  we'll  send  you  a  copy  of  the 
1500  Computer  Lifetime  Parts  Warranty 
and  literature  on  our  Texas  Instruments 
1500  Computers.  Call  1-800-527-3500. 


Texas 
Instruments 


Tl 

)ed  with  the  68030  mittopiocessor,  the  newest  Texas  Instruments  1500  Computer  (the  1590  model)  features  more  than  twice  the  CPU  performance  (as  measured  by  the  Neal  Nelson's  Business 
marlc)  of  the  original  15(X)  Computer  (the  1580  model)  equipped  with  the  68020  microprcKessor. 

ants  the  covered  components  to  be  free  from  defects  in  manufacture  and  workmanship  Labor  and  transportation  costs  are  not  included  Certain  conditions  apply.  See  your  Tl  Value  Added  Reseller 
lis.  DEC  IS  a  registered  trademark  of  Digital  Equipment  Corporation  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&T  Neal 
>  Business  BerKhmark  is  a  registered  trademark  of  Neal  Nelson  &  Associates,  Chicago.  Illinois. 


ersonal  Business 


emember  when  the 
chatty,  practical  Joy 
of  Cooking  provided 
enough  challenge  for  all  but 
the  most  experienced  chef's 
culinary  whims?  Well,  times 
have  changed,  and  so  have 
palates.  Cookbooks  have 
evolved  into  elaborately  pho- 
tographed and  illustrated  ob- 
jets  d'art  that  focus  on  cul 
ture  and  cuisine.  Following 
are  some  of  the  best  of  this 
year's  crop: 

La  Varenne  Pratique  ($6t), 
Crown)  by  Anne  Willan,  thf 
founder  of  Ecole  de  Cuisine 
La  Varenne  in  Paris,  is  an  ex- 
travagantly produced  encyclo- 
pedia of  ingredients  and  tech- 
niques for  preparing  and 
preserving  food.  The  book  is 
replete  with  anatomical  draw- 
ings of  cows,  sheep,  and  other 
animals.  Among  other  things, 
Willan  tells  how  to  sharpen  a 
knife,  skin  an  eel,  and  pick 
meat  out  of  a  cooked  crab. 
SAVOIE  FARE.  For  an  introduc- 
tion to  the  food  and  joie  de 
vivre  of  the  French  Alps, 
there's  Madeleine  Kamman's 
Savoie  ($24.95,  Atheneum). 
An  enticing  blend  of  history, 
personal  reminiscence,  and  re- 
gional recipes  such  as  farce- 
ment  du  Faueigny — a  combi- 
nation of  potatoes,  bacon, 
pear  halves,  and  currants — 
the  book  gives  an  excellent 
sense  of  what  it's  like  to  eat 
and  live  in  Savoie,  the  site  of 
the  next  winter  Olympics. 

Vietnamese  restaurants  are 
few  and  far  between  in  the 
U.  S.  So  in  The  Foods  of  Viet- 
nam ($35,  Stewart,  Tabori  & 


Food 


BOOKS  FOR  COOKING 
UP  A  STYLISH  STORM 


COOKING  WITH  HCRBS:  TIPS  ON  TRANSFORMING  FAMILIAR  FOODS 


Chang),  author  Nicole  Routh- 
ier  tells  how  to  prepare  150 
dishes  such  as  muc  xao  cai 
chua,  stir-fried  squid  with 
pickled  mustard  greens,  and 
che  hot  sen  that  tranh,  an 


D/  IB  ~ 

yooa  ( o/ 

J I  ETNA  M 


THE  FOODS  or  VIBTMAM  Ui.  TS  SOURCES  FOR  EXOTIC  INGREDIENTS 


iced  jelly,  lotus  seed,  and 
mung  bean  dessert,  at  home. 
The  book  lists  mail-order 
sources  for  the  more  exotic 
ingredients. 

A  share  of  the  proceeds 
from  The  Open  Hand  Cook- 
book, edited  by  Robert  C. 
Schneider  ($18.95,  Pocket 
Books),  will  go  to  Project 
Open  Hand  in  San  Francisco, 
a  program  that  provides 
meals  to  people  diagnosed 
with  AIDS  or  ARC.  California 
chefs  such  as  Wolfgang  Puck, 
owner  of  the  famed  Spago  in 
Los  Angeles,  and  Rene  Ver- 
don,  chef  to  the  Kennedy 
White  House,  contributed  rec- 
ipes that  range  from  such 
simple  fare  as  cherry  compote 
to  the  likes  of  lasagne  with 
Dungeness  crab,  fennel,  and 
chanterelles. 

Emelie  Tolley  and  Chris 
Mead's  Cooking  With  Herbs 
($40,  Clarkson  N.  Potter) 
transforms  mundane  foods 
such  as  grits,  corn  chowder, 
and  chocolate  ice  cream  into 
nouvelle  cuisine  by  combining 
them  with  hefty  portions  of 
herbs.  This  exquisitely  photo- 
graphed book  contains  recipes 
from  chefs  around  the  world 
who  use  local  herbs  to  create 
original  dishes  such  as  rose 
geranium  cake  and  eggs  and 
zucchini  with  mint. 

The  New  Basics  ($29.95, 
Workman)  was  written  by  Ju- 


lee  Rosso  and  Sheila  Luk 
authors  of  the  popular  Si 
Palate  Cookbook.  Nat  W; 
man,  owner  of  the  Kite 
Arts  &  Letters  bookston 
New  York,  predicts  it  wil 
this  year's  bestseller.  The 
thors  eloquently  cover  ev 
thing  from  shopping  for  si 
fish  to  baking  chocol 
raspberry  cake  to  using  fl 
ers  as  garnishes  for  salad 
Finally,  there's  Julia  Ch: 
comprehensive  The  Way 
Cook  ($50,  Knopf).  Child, 
doyenne  of  French  cook, 
describes  in  her  gracious, 
ternal  style  what  to  cook 
when  to  fudge  with  inj 
dients.  Beurre  manie  is 
ter  and  flour  worked  t( 
paste  with  your  impecc£ 
clean  fingers."  Fans  cl 
that  her  chapter  on  bak 
virtually  demystifies  the 
of  French  pastry.  And 
though  she  thinks  the  cone 
over  cholesterol  is  excess 
cream — once  ubiquitous 
her  recipes — is  now  u 
sparingly.  Laura  Z 


Worth  Noting 


■  PRIVACY  PROTECTION.  Jl 

say  no  if  merchants  wa 
your  phone  number  or 
dress  on  a  credit-card  si 
advises  Bankcard  Holders 
America.  They  can't  refu 
to  make  the  sale  and  have 
reason  to  get  in  touch  wi 
you.  The  card-issuing  ba 
absorbs  any  risk;  the  m( 
chant  always  gets  paid. 

■  NOEL    IN    LONDON.  T 

Christmas  package  (Dec.  \ 
27)  at  Brown's  Hotel,  one 
London's  coziest,  includes 
caroling  party  and  Christm 
Day  feast.  The  hotel  also  <' 
ranges  visits  to  other  festi 
ties^E411  (about  $650)  p 
person  (800  225-5843). 
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Now  you  can  wrap  your  gifts  in  the  best  buyer  protection  plan— simply  by  using  your 
Gold  MasterCard"  card.  Because  MasterPurchase™  the  program  that  covers  your  purchases 
against  loss,  theft  or  damage,  now  covers  the  gifts  you  give.  WeVe  even  created  a  special 
sticker  to  place  on  your  gifts  to  let  fnends  and  family  know  they're 
covered.  So  use  Gold  MasterCard  this  holiday  and  wrap  your 

purchases  in  gold. 

Gold  MasterCard. 
The  Best  Gold  Card  To  Master  The  Moment/ 


GOLD  MASTERCARD  CARDHOLDERS  CALL  1-800-MC  ASSIST  TO  RECEIVE  YOUR  MASTERPURCHASE  STICKERS  Some  restrictions  and  exclusions  apply  Purchases  covered  tor 
90  days  trom  date  ot  purchase  Insurance  underwritten  by  BCS  Insurance  Co  .  in  the  state  ot  Texas  dba  IVIedical  Indemnity  o(  America  Inc  (q*  1989  MasterCard  International  Inc. 
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1.  Blue  Cross  and  Blue 
Shield 

2.  Aetna 

3.  CNA  Insurance 

4.  Dreyfus  Corporation 

5.  Equitable  Life  Assurance 
Society  of  America 

6.  Fidelity  Investments 
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ANNUAL  REPORT 
DIRECTORY 

Special  Advertising  Section 

10.  Italimprese 

n.  Knape&Vogt 
Manufacturing  Co. 


12. 

SEB  Group 

13. 

Societe  Generale 

14. 

VEBAAG 

15. 

Eni  S.p.A. 

16. 

ENI  Group-Agip  S.p.A. 

17. 

ENI  Group-AgipPetroli 

S.p.A. 

18. 

ENI  Group-Snam  S.p.A. 

19. 

ENI  Group-Saipem  S.p.A. 

20. 

ENI  Group-SnamProgetti 

S.p.A. 

21. 

ENI  Group- 

NuovoPignone  S.p.A. 

22. 

ENI  Group-EniMont 

S.p.A. 

COMPUTER  HARDWARE 
Special  Editorial  Report 

23.  ASK  Computer  Systems 


24.  Atari  Computers 

25.  Hewlett-Packard 

26.  MSA  (The  Software 
Company) 

27.  Memorex  Telex 

28.  Mentor  Graphics 

29.  Okidata  380  Printer 
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31.  Piime  Computer,  Inc. 
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IAS  VOUR  AIRLINE  LOST  ITS 
PERSONALITY? 

Over  the  last  few  years,  a  lot  of 
|ht,  spunky  west  coast  airlines  have 
■n  replaced  by  a  few  huge,  national 
iers:  Airlines  that  are  very  efficient, 
y  businesslike.  And  about  as  inter- 
ng  as  a  tax  form. 
One  airline,  however,  hasn't  lost 


Its  identity:  Alaska  Airlines,  the  one 
with  the  smiling  Eskimo  on  the  tail. 

Hop  on  an  Alaska  Airlines  flight 
and  you'll  still  find  bright,  energetic 
people  who  take  great  pride  in  doing 
everything  they  can  to  serve  their 
customers.  With  flair,  spirit,  and  their 


own  individual  style.  So  the  next  time 
you're  traveling  up  or  down  the  west 
coast,  fly  Alaska  Airlines. 

And  see  if  our  attitude  toward 
flying  doesn't  change  yours. 

iriines 

214A-CA 


•  Mitsui  was  the  first  Japanese  bank  to  tailor  its  international  organization  to 
correspond  precisely  \\  ith  the  realities  of  today's  international  markets. 

•  Mitsui  decision-making  is  done  at  local  level,  with  ultimate  authority  placed 
firmly  in  regional  headquarters.  ' 


•  Mitsui  can  therefore  assure  customers  of  the 
fastest  reaction  to  opportunity. 

•  For  the  full  range  of  serv  ices  in  interriational 
banking,  securities  business,  merchant  banking 


and  consulting,  contact  Mitsui  -  first  and  fast. 


FINANCE 


FIRST  &  FAST 


Mitsui  is  best  organize  ;io  respo' d  fastest  to  customer  demands  in 


the  era  of  global  business  and  fii^mce. 


Q  MITSUI  BANK 

America  Division  Headquuters: 

Park  Avenue.  New  "iori.  N .  10172-0121.  L.S..A. 
Td:(212lM4-31.'l 

Tflex:  WV  !254?5.  RCA  2.^2962. 1X74206.^7 
L<K  Angdes  Agencj : 

5 1 5  South  Fieueroa  Sutsi  Suite  400.  Los  Angdes. 

CA900"1.l"S-.A. 

Tel:(21.\i6fiO-29O0 

Tekx:67-7!S5 

San  Fnodsco.  Representathe  OfBce: 

."0 1  Cakfomia  Siree;.  Sar.  Fran.~;.scc.  C  A    1 04.  U  .S.  A. 

Tel:(415»"65-0S(K1 

Telex  :V.L.V}.\51 

Mitsui  Manufacturers  Bank.  Head  OSice: 

.^  15  S-ouih  FiEueroa  Sireei.  L;ii  A:i|reiev  CA  90071.  L'.S..A. 

Te]:(21?)4(.'9-62(Kl 

Telex:  Wl67-.«94 

Head  Office: 

!-2.   urakucho  l-chome,  Qirvoda-ku. Tokyo  100 
Tel;(03l501-lll! 

Telex:  J22378.  J2255'9.  J22M?.  J22^44.  VTT  222-.^30 
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LITTLE    THINGS   MEAN   A    LOT     AT   SHERATON    LITTLE    THINGS   MEAN    A   LOT      AT  SHERATO 


Th 


HIS  MAN  IS  A  BUTLER 
AT  SHERATON  TOWERS  BANGKOK. 


He  is  at  your  setvice,  personally,  throughout  your  stay 
at  Sheraton  Towers.  Anticipating  your  every  need,  nigh.t  or  day. 
Yet  don't  be  surprised  if  you  barely  notice  his  presence.  For  that  is 
what  makes  him  special. 
He  is  only  there  when  you  need  him,  never  when  you  don't. 
A  point  you'll  appreciate  when  asked  if 
you'd  like  your  suitcase  unpacked.  0|^©thes  pressed.  Should  a  button 
need  replacing,  shoes  polishing,  youil^ind  him  magically  at  hand. 
Sometimes,  the  little  things  that  mean  most  in  a  hotel, 
are  the  least  visible. 


AT  SHERATON  LITTLE  THINGS  MEAN  A  LOT      AT   SHERATON    LITTLE  THINGS 


The  hospitality  people  of 


ITT 


3B  RESERVATIONS  CALL  ANY  SHERATON  HOTEL  WORLDWIDE  OR  CALL  BANGKOK  |66  21  2363535  •  BRUNEI  (673  2)  44272  •  MANILA  (63  2)  522-1  0  11  •  PHUKET  |66-76)  391123 
SINGAPORE   (65)   7326000      •    OR   CALL  THE   HOTEL   ON   TEL:   (66-2)  234-5599,   237-0  022      FAX;   (66-2)   2368320       •    TELEX:   84491,   84492   ROYORCH  TH, 
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Busines»sM^feek 


INTERNATIONAL 
HIGHTECH 

Feb.  26,  1990 


Closing  Jan.  22, 1990 


Biusines&WBck 


INTERNATIONAL 
HOT  GROWTH 
COMPANIES 

May  21, 1990 

Closing  Apr.  16. 1990 


BusinessWack 


GLOBAL  1000 
July  16, 1990 

Closing  June  11,  1990 


BUSINESS  WEEK 
.NTERNATIONAL 


WORLDWIDE 
AUTOMOTIVE 
INDUSTRY 

Apr.  9,  1990 


Closing  Mar.  5, 1990 


BiusirM^sMfeek 


INTERNATIONAL 
BANKING 


July  2, 1990 

Closing  May  28. 1990 


GLOBAL  FINANCE 
Oct.  1, 1990 

Closing  Aug.  27.  1990 


Spe 

Editorial 
Reports 
Calendar 


V/rit1en  by  the  editors  of 
Business  Week,  these  reports  will 
be  a  scheduled  feature  or  cover 
story.  Here's  your  opportunity  to 
match  0  specific  marketing  need 
to  a  compatible  editorial  envi- 
ronment. For  more  information  or 
to  reserve  space,  call  your  local 
Business  Week  International 
representative  today! 


INTERN  ATI  ONALaaa  ■ 

BijKSines^Afeek 


Fraakfgrt:  Percy  Fahrbach  69  72-01-S1 
Hong  Kong:  Stephen  Marcopoto  S  S682010 
loMJonne:  Irmgard  Fischer  21  27-44-1  1 
London:  Brian  Fairclough  1  493-1451 
Milan:  Roberto  Laureri  2  890-10-103 
New  York:  Hoi  Berry  212  512-3867 
Paris:  Br^jno  Hermann  1  42-89-03-81 
Stoikkolm:  Andrew  Kornig  8  4400-05 
Tokyo:  Paul  Ishii  3  S81-9811 
Vienna:  Hons  Csokor  1  715-76-&4 
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POSITION  YOURSELF  FOR  SUCCESS 


with  McGraw-Hill 


CROSBT 


LEADING 


THE  ART 


/ELL  MADE  IN  AMERICA 
essons  From  Harley-Oavidson  on  Being  the  Best 
y  Peter  C.  Reld 

lore  than  a  rousing  turnaround  story,  this  dramatic  book  packs 
)al-world  strategies  you  can  use  today  to  supercharge  your 
rm's  quality,  productivity,  morale,  market  share  and,  yes, 
rofitability. 

jst  published  226  pages  0-07-026500-3  $19.95 
udiocassette  60  minutes  0-07-026501-1  $9.95 
EADING 

lie  Art  of  Becoming  an  Executive 
i  Philip  B.  Crosby 

ie  best-selling  author  of  Quality  Without  Tears  draws  on  his 
wn  hard-learned  experiences  to  show  you  how  to  recognize 
id  strengthen  your  leadership  qualities-from  taking  financial 
isponsibility  to  delegating  authority  to  listening  to  superiors 
id  subordinates. 

JSt  published  256  pages  0-07-014576-9  $19.95 
udiocassette  60  minutes  0-07-014568-7  $9.95 


HOW  TO  RUN  A  SMALL 

BUSINESS 

Sixth  Edition 

By  ttie  J.  K.  Lasser  Tax 

Institute 

320  pages  0-07-036567-9 
$24  95 

THE  McGRAW-HILL 

HANDBOOK  OF  BUSINESS 

LETTERS 

Second  Edition 

By  Roy  W.  Poe 

320  pages  0-07-050369-9 

$44  95 

HOW  TO  MAKE  MONEY 

IN  STOCKS 

A  Winning  System  in 

Good  Times  or  Bad 

By  William  J.  O'Neil 

247  pages  0-07-047760-4 

S21  50 

Audiocassette  60  minutes 
0-07-047791-4  $9  95 


SECURITY  ANALYSIS 

Fifth  Edition 

By  Sidney  Cottle, 

Roger  F  Murray, 

and  Frank  E.  Block 

656  pages  0-07-013235-6 

$52  95 

Audiocassette  60  minutes 
0-07-013238-0  $9  95 
HOW  TO  START  ANO 
OPERATE  A  MAIL-ORDER 
BUSINESS 
Fourth  Edition 
By  Julian  L.  Simon 
560  pages  0-07-057531-2 
$39  95 


McGraw-Hill 
Publishing  Company 

Professional  &  Reference 
Division 


AVAILABLE  NOW  AT  THESE  FINE  BOOKSTORES 


CALIFORNIA 

Waldenbooks 

1114  Glendale  Galleria 

Glendale,  OA  91210 

A  Clean  Well  Lighted  Place  For 
Books 

2417  Larkspur  Landing  Circle 
Larkspur,  OA  94939 
(415)  461-0171 

Doubleday 

735  S.  Figueroa  Street 
Citicorp  Plaza 
Los  Angeles,  OA  90017 
(213)  624-0897 


University  Square  Bookstore 
California  State  University 
5153  State  University  Drive 
Los  Angeles,  OA  90032 
(213)  343-2500 

Books  Inc. 

359  Stanford  Shopping  Center 
Palo  Alto,  OA  94304 
(415)  321-0962 

Stacey's  Bookstore 
219  University  Avenue 
Palo  Alto,  OA  94301 
(415)325-0681 

A  Clean  Well  Lighted  Place  For 

Books 
Opera  Plaza 
601  Van  Ness 
San  Francisco,  CA  94102 
(415)441-6670 


Doubleday 

265  Sutter  Street 

San  Francisco,  CA  94108 

(415)  989-3420 

Stacey's  Bookstore 
581  Market  Street 
San  Francisco,  CA  94105 
FAX  (415)  777-5017 
(415)  421-5697 

Books  Inc. 

420Tow/n  &  Country  Village 
Stevens  Creek  Boulevard 
San  Jose,  CA  95128 
(408)  243-2755 


Computer  Literacy  Bookshop 
2590  N.  First  Street 
San  Jose.  CA  95131 
(408)  435-1118 

Chaucer  &  Co.  Books 
3321  State  Street 
Loreto  Plaza 

Santa  Barbara,  CA  93105 
(805)  682-4067 

Stanford  Bookstore 
515  Lausen  Street 
Stanford,  CA  94305 
(415)  329-1217 


McGraw-Hill  Business  Books-Looking  Good  Season  After  Season 
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A. 


ANnntamienli)  de  Madnd 

Patronjio  Miiniiipal  ik-Tiiri<nio 

M  MADRID 

'/  Iamigo 


Stopping  over  in  Madrid  between  any 
two  international  fligtits  -one  of  them  being 
intercontinental-  is  now  free.  Ttie  City 
Council  of  Madrid  invites  you  to  enjoy  its 
MADRID-AMIGO  Programme.-  a  nighit's  stay 
at  one  of  the  best  hotels  in  the  city,  dinner 
and  a  show  for  completely  no  charge.* 


Fashionable  Madrid,  with  its  unique 
combination  of  art.  culture  and  entertain- 
ment 24  hours  a  day  You  have  a  friend  in 
Madrid  now.  Call  your  travel  agent 
orl-800-SPAIN-ia 


iBBRiA  Mm 


WARM  TO  THE  EXPERIENCE. 


214FCA 


ROBOT  ROSES 


3x  to  Companies 

(  gives  the  starting  page  for  a  story  or  fea- 
a  significant  reference  to  a  company.  Most 
es  are  indexed  under  their  own  names. 
;s  listed  only  in  tables  are  not  included. 


Credit  Advisors  190 
Cytyc  99 

D 


Daewoo  75 

Data  General  192,  195 

Dayton  Hudson  78 

Digital  Equipment  192, 
195, 200 

Doug  Fox  Travel  208 

Drexel  Burnhom 
Lambert  81 

Du  Pont  174 

Dun  &  Bradstreet  187 


Elsinore  151 
Exxon  78 


Faberge  102 

Finnoir  142 

First  Chicago  160 

First  City  Bancorp.  160 

First  Interstate 
Bancorp  160 

First  RepublicBank  160 

FMC  140 

Ford  132,  136 

Fujisawo 
Pharmaceutical  94 

Fujitsu  79,  192 

G 


General  Electric  60 

Gillette  8 

GM  81,  132,  136 

Grayhound  Electronics  99 

Greenwich  Capitol 
Morkets  192 

Groupe  Bull  192,  195 
H 


Hartford  Heating  8 

Hewlett-Packard  192,  195, 
200 

Highland  Superstores  78 
Hitochi  79,  192 
Honda  136 
Honeywell  79 
Hooker  (L.J.)  78 
Hyundai  75 

I 


IBM  79,92,  192,  195,200 

iCi  Advanced  Materials  92 
IMS  International  187 


Institutional  Venture 
Partners  195 

Intel  192,200 


Jaguar  136 
Jerrico  166 
Jordan  Motors  132 


K  mart  78,  83 

King's  Table  166 

KLM  Royal  Dutch 
Airlines  142 

Komanoff  Energy  99 

Kubota  195 


Leaseway 
Transportation  81 

Lever  Brothers  102 

Linjeflyg  142 

Little  Tikes  83 

Lotus  Development  200 

Lufthansa  142 

M 


Masstor  Systems  79 

Max  &  Erma's 
Restaurants  166 

McCormack  &  Dodge  187 

MCorp  160 

Merck  174 

Metro  Factors  of  New 
Jersey  187 

Microsoft  192,200 

Minnetonko  102 

MIPS  Computer 

Systems  192,  195 
Mitsubishi  132 
Mobil  115 

Montgomery  Word  78 

Moody's  Investors 

Service  187 
Morris  (Philip)  102 
Motorola  192,  195 
Mutual  of  Omoho  208 

N 


NCNB  160 
NEC  192 
Next  200 
Nielsen  (A.C.)  187 
Nintendo  78 
Nissan  136 

Nixdorf  Computer  192, 
195 

Nordstrom  78 

Northwest  Airlines  142 

Noxell  102 


Penney  (J. C.)  78 

Peugeot  136 

Pfizer  115 

Philips  192 

Pier  1  Imports  78 

Pioneer  Savings  Bank  208 


Pratt  Hotel  151 
Prime  Computer  195 
Procters.  Gamble  102 


Renault  136 
Rubbermaid  83 


S&P  8 
Sabena  142 
Saison  Overseas 

Holdings  142 
Samsung  75,  192 
Santa  Cruz  Operation  200 
Sbarro  166 

Scandinavian  Airlines  142 
Sears  Roebuck  78,  81,  88 
Shearson  Lehman 

Hutton  200 
Shoney's  166 
Siemens  79,  192 
Silicon  Graphics  192 
Spiegel  78 

Standard  &  Poor's  187 
Sun  Microsystems  192, 

195,200 
Sun-Times  82 
Superconductor 

Technologies  92 
Swissair  142 


Tokedo  Chemical 

Industries  174 
Tandem  Computers  195 
Texas  Air  142 
Texas  Commerce 

Bancshares  160 
Texas  Instruments  192 
TGI  Friday's  166 
Thai  Airways  142 
The  Gap  78 
The  Limited  78 
Toshiba  192 
Toyoto  1 36 
Toys  'R'  Us  83 
Triumph-Adler  60 
TRW  187 
TW  Services  166 
Twentieth  Century-Fox  115 


Unilever  102 
Unisys  192 

United  Savings  Assn.  160 

U.S.  Shoe  166 

U.S.  Testing  99 

Unix  International  200 


Value  Line  8 

w 


Wong  Loborotories  195 
Webster  Clothes  208 
Whitmon  88 


Yamaha  132 


12  JUMPING  SILK  ROSES 

Muney  Batk  Gijar,)ntee 

Immediiile   

ShSI  Delivery 
JSi^]   Full  Warranty 


»39 


l9S 


AstomfSng  Action 

Beautilul,  natural-looking  polled 
Red  Roses  to  accent  home  or 
ottice  —  SURPRISE!  Turn  on  the 
ENERGIZER  control  and  Ihey 
SPRING  TO  LIFE  Ihey  react  to 
your  voice,  laugh,  phone  or  any 
iound  GYRATING  &  WAVING 
ECSTATICALLY  (for  7  sec  )  - 
REACTIVATES  automatically 
Delightful  conversation  piece  ■ 
ice  breaker"  lor  parlies, 
neetings,  any  occasion  —  an 
excellent  giff  NO  WIRES  -  entirely 
self-contained  Works  anywrhere  - 
precision  electronic  design  for 
years  of  durability  and 
enioymeni 


Phone  (31  2)  588-1020 

01  send  check  oi  money  oidei  lo 
S.A.M.  Electronics 
2701  Belmont  Chicago  IL  60618 


FREE! 


ENERGY  BONUS 

2  sets  Energizer  Bafleries  included 


«/rS  AUVE"l 

The  Electronic  Trophy  Full  Size  Fish  : 


Realistic  Fish  experlly  mounted  on  trophy  plaque  for  oHice  or  home  wall  Turn  or 
concealed  switch  When  lish  hears  a  voice,  laugh,  telephone  or  handclap,  the  inter- 
nal microphone  will  activate  it  to  squirm  and  flap  as  if  freshly  caught  Automatic  timer 
stops  ttsh  wiggling  in  7  seconds  lo  wail  tor  another  sound  No  wires,  sett -contained 
QualiTy  electronic  motor,  gear  design,  years  ol  use  Full  warranty 

Money  Back  Guarantee    Immediate  Delivery  ^^^^ 
S&    $>IA95    PlLis!-3  75    ^  /312\  ^  mSmI 

49  coo  1091 

Opiional  Eni-rui/w  B.illfii.-S  Add  $3  00  300  l\J£.\ 
J,   .  _,       .  DEPT.  BW 

S.  A.lvi.  electronics    2701  Belmom    Chicago,  IL  60618 


FIGHT 


DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
-Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  ^ 
of  the  worst  (iseases  of 
our  time 


>me  A 
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In  a  city  where  image  can  be  everythe^g, 
plain  rarer  faxes  are  turning  up  everywhere. 


In  Washington,  how  you  look  can  be  just 
as  important  as  what  you  say. 

Which  is  one  reason  plain  paper  faxes  are 
becoming  so  popular  there. 

A  plam  paper  fax  prints  on  paper  that  not 
only  looks  better  than  ordinar\'  fax  paper  it 
feels  better  And  it  wont  curl,  smear,  or  fade. 
Even  after  years  of  storage. 

Not  all  plain  paper  faxes  are  alike,  how- 
ever With  Canons  exclusive  UHQ'" imaging 
technolog)'.  you  send  images  that  are  far 
more  precise  than  those  sent  on  conven- 
tional plain  paper  faxes.  Ever\-  part  of  your 
document,  from  the  smallest  t\"pe  to  photos 
and  complex  graphics,  will  arrive  faithful  to 
the  original  even,'  time. 

And  with  a  high-volume  FAX-850  control- 
ling a  network  of  FAX-630s.  you  can  have 
the  advantages  of  plain  paper  everN-where. 

Call  1-800-OK  CANON.  See  how  Canon 
Plain  Paper  Faxes  can  make  you  look  better 


Canon 


COMMLNICATING  Qu.\Liri' 


A'/ PAPER 


festment  Figures  of  the  Wee 


ARY 

(  amid  expectations  of 
est  rates.  The  Dow 
striol  average  rose  22 
632  on  Nov.  15, 
'  rumors  of  computer- 
ing  on  tfie  part  of  Jap- 
sfors.  Gold  stocks  con- 
hine,  buoyed  by  strong 
m  foreign  buyers  seek- 
ion  against  the  shaky 

0  volatile  U.S.  stock 

e  bond  market  was  re- 
he  successful  comple- 
V.  14  of  the  Treasury's 

1  quarterly  refunding. 


52-week  chonge 
+  29.1% 


Nov.  9-15 


1  -week  change 
+  0.7% 


BONDS 

Nov.       May  Nov. 


Ji 


Shearson  Lehmon 
Treasury  Index 


52-week  change 

+  10.3% 


THE  DOLLAR 

Nov.  9-15  Nov.       May  Nov. 


1410  110 


1-week  change 
+  0.2% 


1  -week  change 
+  0.1% 


(ET  ANALYSIS 


CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ogo 

ES  INDUSTRIALS 
AMIES  (Russell  1000) 
MPANIES  (Russell  2000) 
AMIES  (Russell  3000) 

2632.6 
179.5 
167.7 
191.7 

0.4 

0.7 
0.3 

0.7 

29.1 
28.3 
18.7 
27.6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 

son  DIUinFND  YIFin 

S&P  500  PRICE/EARNINGS  RATIO 

7.9% 
7.9% 
3.3% 
14.1 

7.9% 
7.9% 
3.2% 
13.9 

8.2% 
9.1% 

O./  /o 

11.5 

%  change  (local  currency) 

TK^^tlNIVAL  INDIUATWICs 

latest 

Week  ago 

Reading 

STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

337.8 
37.3% 
0.27 
1.56 

336.8 
34.8% 
0.36 
1.96 

Positive 
Neutral 
Neutral 
Positive 

FIMANCIAL  TIMES  100) 
KKEI  INDEX) 
(TSE  COMPOSITE) 

2203.4 
35,852.2 
3968.7 

0.0 
0.7 
1.1 

21.9 
23.6 
23.6 

STRY  GROUPS 

BRIDGE 

INFORMATION 

SYSTEMS  INC. 

EK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  In  group 

%  C 

4-week 

range 

52-week 

Price 

INING 

19.1 

35.6 

PLACER  DOME 

23.6 

43.4 

19 

ICE  BROKERS 

13.4 

46.2 

MARSH  &  McLENNAN 

15.0 

50.7 

843/8 

Y  CASUALTY  INSURERS 

8.3 

43.9 

SAFECO 

14.1 

54.9 

373/8 

INKS 

8.2 

65.9 

COCA-COLA 

9.7 

76.0 

731/4 

L  MANAGEMENT 

8.1 

63.0 

HUMANA 

10.5 

64.9 

393/8 

EK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

MENTATION 

-13.4 

-8.8 

HEWLETT-PACKARD 

-13.9 

-9.7 

42 

E  TOOLS 

-12.2 

-26.0 

CROSS  &  TRECKER 

-22.6 

-52.5 

6 

AND  LOANS 

-11.8 

35.1 

H.  F.  AHMANSON 

-14.1 

23.4 

193/4 

-10.5 

45.7 

PAN  AM 

-24.1 

10.0 

23/4 

ILDING 

10.4 

39.3 

KAUFMAN  &  BROAD 

-17.4 

64.0 

153/e 

lAL  FUNDS 


MORNINGSTAR  INC. 


total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

SIC  INVESTMENTS 
^TI0NAL  INVESTORS 
A  GOLD  EQUITIES  INDEX 

25.0 
20.2 
19.3 

NATIONAL  AVIATION  &  TECHNOLOGY 
FIDELITY  SELEa  SAVINGS  &  LOAN 
PRUDENT  SPECULATOR  LEVERAGED 

-10.4 
-8.5 
-7.9 

otal  return 

% 

S2-week  total  return 

% 

SMALL  CAPITALIZATION  PORTFOLIO 
TWENTY 

r  SELEa  MEDICAL  DELIVERY 

72.1 
60.1 
59.5 

STRATEGIC  GOLD/MINERALS 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

ROCHESTER  GROWTH 

-21.4 
-14.1 
-5.7 

■^■1  S&P  500 

4-week  total  return 


J  Average  fund 
52-weel(  total  return 


FIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


ounts 

the  present 
$10,000 
one  year 
ch  portfolio 

ss  indicate 
)tal  returns 


U.  S.  stocks 
$12,816 

+  0.95% 


Treasury  bonds 
$12,260 

-0.10% 


0 

Foreign  stocks 
$10,852 

-t-1.41% 


III! 


Money  market  fund 
$10,731 

+  0.16% 


Gold 
$9,237 

+  1.08% 


this  poge  are  as  of  market  close  Wednesdoy,  Nov.  15,  1989,  unless  otherwise  indicated, 
ips  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Nov.  14.  Mutual  fund  returns  ore  as  of  Nov.  10.  Relative  portfolios  ore  volued  as  of  Nov 
detailed  explanation  of  this  page  is  available  on  request. 
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itorials 


THE  U.S.  ROLE  IN  SHAPING  THE  NEW  EUROPE 


West  German  Chancellor  Helmut  Kohl  is  exactly 
right  in  telling  the  Poles  that  the  question  of 
German  reunification  is  not  one  that  can  be  set- 
tled by  the  Germans  themselves.  Because  Germany  has 
overrun  its  neighbors  twice  in  this  century,  these  countries 
have  a  strong  interest  in  the  prospect  of  reunification  and 
should  have  a  voice.  Therefore,  a  politically  unified  Germany 
is  probably  still  years  away.  Meantime,  East  Germany's 
shift  toward  a  market-oriented  economy  should  enable  it  to 
participate  in  a  full  range  of  trading,  financial,  and  invest- 
ment relationships  with  Western  Europe. 

The  events  in  Germany,  combined  with  the  efforts  by 
Soviet  President  Mikhail  Gorbachev  to  overhaul  his  coun- 
trj^'s  economy  and  shift  it  toward  a  market  basis,  are  a 
signal  that  Eastern  Europe  is  going  to  provide  new  opportu- 
nities for  trade  and  investment  and  a  new  spur  for  Europe's 
growth.  The  12-nation  European  Community  is  already  the 
world's  biggest  economic  bloc,  and  the  prospect  of  a  new 
surge  of  growth  in  the  EC  and  in  Eastern  Europe  can  only 
benefit  the  U.  S.  and  the  rest  of  the  world. 

The  collapse  of  Erich  Honecker's  discredited  government 
in  East  Germany  makes  it  clear  that  Gorbachev's  policies 
are  very  much  in  the  West's  interest.  Gorbachev  has  created 
a  situation  in  which  more  democratic  forms  of  government 
are  taking  shape  in  the  East  bloc.  The  bottom  line  is  that  the 
West  as  well  as  Eastern  Europe  has  an  increasing  stake  in 
the  success  of  Gorbachev's  reforms. 

This  is  the  context  in  which  President  Bush  is  going  to  the 
Mediterranean  summit.  If  the  U.  S.  is  going  to  have  any 
influence  in  the  new  Europe,  it  must  try  to  help  shape  the 


European  response  rather  than  wait  for  Western  Euro]' 
countries  to  do  so  alone. 

In  a  period  of  swift  changes  in  the  heart  of  Euii 
maintaining  a  stable  relationship  between  the  superpo\| 
is  crucial.  The  way  to  do  that  is  to  expand  U.  S.-Soviet 
investment  flows,  and  other  economic  ties  that  will 
continuity  and  common  interest  into  relations  betweei 
two  countries.  One  obvious  step  is  to  waive  the  Jac: 
Vanik  Amendment,  which  deprives  the  So\iet  Union  of 
favored-nation  trading  status.  This  1974  Trade  Act  pro 
specifies  that  the  basis  for  removing  restrictions  is  lib! 
ized  Soviet  emigration.  Such  liberalization  has  alreadjx 
curred.  Further  normalization  would  be  helped  by  a| 
treaty  and  an  investment-guarantee  agreement  simil: 
the  ones  we  have  with  many  other  countries. 

Broadening  the  range  of  U.  S.  ties  with  the  Soviet  U 
will  bolster  the  confidence  needed  on  both  sides  for  co 
ued  reductions  in  conventional  and  nuclear  weapons, 
would  reduce  the  dangers  of  conflict  further  and  £ 
cutbacks  in  our  $300  billion  defense  budget — 60%  of  whils-b 
for  the  defense  of  Europe.  But  even  with  all  this,  prud  "e: 
dictates  that  we  keep  our  basic  alliances  in  good  order 
superpower  dominance  that  has  maintained  political  stal 
in  Europe  for  more  than  40  years  is  eroding.  That  is  al 
more  reason  for  making  sure  that  the  Western  institutic 
primarily  NATO  and  the  EC — that  have  underwritten  pea 
Europe  are  strong  but  adaptable.  These  are  not  fr 
institutions— they  have  been  built  on  decades  of  democi| 
consensus.  They  are  still  the  means  of  furthering  the  W 
collective  interests,  and  we  must  continue  to  support  t  uije 


FIGHT  DRUGS  ON  THE  REAL  FRONT  LINES 


act 


The  war  on  drugs  is  coming  home.  After  years  of 
failure  to  reduce  drug  abuse  through  supply  disrup- 
tion, the  nation  is  turning  more  attention  to  domestic 
law  enforcement  and  reduction  of  demand.  True,  the  sweep- 
ing federal  antidrug  plan  released  in  September  by  Presi- 
dent Bush  and  drug  czar  William  J.  Bennett  urges  more  big 
spending  on  supply-side  measures.  But  it  also  calls  for  added 
funds  to  make  the  criminal-justice  system  more  effective 
and  to  blunt  America's  appetite  for  drugs. 

This  makes  sense.  Since  the  U.  S.  consumes  most  of  the 
world's  illicit  drugs,  with  annual  costs  in  the  billions  of 
dollars,  this  war  must  be  fought  on  the  home  front.  But  the 
new  battle  plan  outlines  an  all-points  attack,  from  "zero 
tolerance"  of  casual  abusers  to  interception  of  laundered 
money,  from  employee  testing  to  interdiction,  from  more 
prisons  to  more  prevention  and  treatment.  In  failing  to  set 
sharp  priorities,  this  all-out  escalation  raises  the  specter  that 
billions  will  be  spent,  scattered,  and  lost.  It  gives  dispropor- 
tionate weight  to  border  control  and  other  measures  that 


have  been  of  questionable  value  in  reducing  the  sup 
The  policy  gap  yawns  widest  in  our  inner  cities,  wher 
problem  is  most  severe.  WTiile  drug  abuse  has  been  decl 
among  most  Americans — although  it  is  still  too  high — h 
problems,  family  breakdowns,  and  criminal  arrests  cl 
bespeak  a  growing  drug  crisis  for  poor  minorities. 

Tailoring  solutions  to  the  inner  city  won't  be  easy, 
and  better  treatment  is  needed,  as  are  job  training, 
supports,  and  methods  to  foster  self-help.  Preventing  ycl 
sters  from  using  drugs  requires  better  education,  role  i 
els,  and  new  strategies.  Safer  streets  will  take  comm^ 
vigilance  and  innovative  police  work. 

Some  creative  programs — most  small  in  scale  and  loj 
nature— point  to  possible  ways  of  accomplishing  these! 
plex  tasks  (page  120).  But  they  require  consistent  sujj 
President  Bush  has  committed  himself  to  a  war  on  (I 
that  pays  more  attention  to  issues  of  demand  withii 
U.  S.  Now,  he  should  focus  attention  on  those  initiative! 
will  make  a  difference  where  the  scourge  is  worst. 
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INTRODUCING  THE  PORTABLE™  COMPUTER  BY  ATARI 


Put  a  rocket  in 
your  pocket. 


)ducirig  the  first  computer  that 
fits  in  your  pocket. 

gine  —  reaching  into  your  pocket  — 
ulling  out  a  computer!  ^ 
oducing  the  Portfolio™  by  Atari, 
ghs  less  than  a  pound.  And  costs 
tion  of  what  you  might  expect, 
e  it  on  the  plane  with  you ...  in 
Mr.  .  .or  to  an  important  lunch. 

It's  so  small  and 
light,  you'll  forget 
it's  there.  And 
you'll  he  able  to 
write  memos, 
sales  orders,  schedule  appoint- 
I  —  almost  everything  you'd  do 
ur  office  computer! 

vital  appHcations  included  — 
even  a  spreadsheet! 

:  Portfolio™  comes  complete  with 
J5  1-2-3-compatible  spreadsheet,  a 
word  processor,  a  phone/address 
Dry  with  autodialer,  an  appoint- 
calendar  and  a  calculator.  Menus 
essages  can  be  displayed  in  English, 
T,  or  German. 

onnect  this  palmtop  to  your 
office  computer. 

'hole  system  of  peripherals  expands 
aim-sized  marvel  to  something 
Tiore  remarkable  —  a  complete 
office"  for  business  people  on 
). 

:e  you're  back  at  the  oftice,  upload 
vork  into  your  office  computer, 
int  it  on  your  office  printer, 
ause  the  Portfolio™  uses  MS-DOS- 
Dmpatible  commands,  many 
3r  PC  software  programs  are  now 
adapted  and  will  soon  be  available 
tfolio"''  users. 

for  weeks  on  three  AA  batteries. 

like  other  portables  with  power 
asts  a  few  hours  (about  half  a 

ride),  the  Portfolio™  gives  you 
:o  six  weeks  of  typical  use  with 

standard  AA  batteries.  And 

never  have  to  lug  a  heavy  Ni- 
battery  with  you  again.  You  can 

change  batteries  without  data 
Three  AA  Duracell  batteries 
icluded  with  your  purchase  to 
3u  started! 


128/C  cunfinui)iis/>  pou'ered 
mtermil  RAM,  exlemaW-^ 
exptindiiWt",  iinti  2.'i6K' m- 
icmul  .ROM  u'lifi  DOS, 
BIOS,  tinJ  app[iLaU\ms 

incluJes  -5  applicauom 
sprttixis/ieef  iUnus' 
l-I-i"'  /ile-cumpaiiWd), 
U'Cird  processing  (ASC// 
file-crmpauhle).  telc- 
phimeladdress  bonk  wah 
tone  dialing,  appointment 
diary  with  muhpU 
iildrms,  and  cakulator 

256x64  pixel  graphia 
mode,  40x8  text  mode 
(with  a  moveable  window 
on  80  X  2-''  character 
display) 


60-pm  t'XpdnM'in  hm 

Mt'OSltTt's 

7  8"x4  r  kI  2" 
Weighs  15  87  t.; 

80C88  static  CMOS  pro- 
cesimmns  at  4  9152  MH; 

Built-in  }2-pin  connector 
for  RAM/ROM  Memorv 
Cards  (replace  floppy 
disks  for  stonng  data  and 
programs) 

63  positii'C-action  icevs 
uitn  iiiuiiWe  click  feed- 
fiiiclc  cinj  familiar 
QWERTY  l<evhojrd 

SuJ»eT'tu  isi  LCD  stTc't'n 


A 


ATARI 

COMPUTER 


A  computer  for  everyone. 

WordPerfect  is  a  registered  trademark  ol  WordPerfect  Corporation.  Lotus  and  1-2-3  are  registered 
trademarks  of  Lotus  Development  Corpoiation.  MS-DOS  is  a  registered  trademark  of  Microsoft 
Corp.  IBM  IS  a  registered  trademark  of  International  Business  Machines  Corp.  Atari!  the  Atari 
logo,  and  Porrfolio™  are  trademarks  or  registered  ttademarks  of  Atari  Corporation. 


Peripherals  and  accessories 

■  Sman  Parallel  Interface.  Interface  to 
parallel  printers  and  exchange  tiles 
with  PCs.  Includes  tile  transfer  soft- 
ware for  IBM  PC  and 

compatibles  $  '\9.% 

■  Serial  Interface.  Standard  and 
complete  RS-252C  interface 
for  modems,  printers,  and 

other  serial  devices  $  7*^.95 

■  RAM  Memory'  Cards 

32K  $  7'^ .95 

64K  $129.95 

128K  $199.95 

■  AC  Adaptor  $  9.95 

Call  now  —  and  hold  the  Portfolio'" 
in  the  palm  of  your  hand. 

Take  advantage  of  out  "try-me-free 
guarantee."  Order  your  Portfolio'"  today 
and  keep  it  in  yout  pocket,  purse,  or 
briefcase.  If  at  the  end  of  30  days  you 
don't  think  this  is  the  most  vital 
business  tool  you've  ever  used,  simply 
return  it  fot  a  full  tetund. 

Don't  wait  anothet  moment.  The 
Porrtolu)'"  IS  available  only  at  very 
select  Atari  dealers  or  direct  from 
Atari  through  ads  like  this  one. 

Call  toll  ftee  (800)  443-8020  today 
—  and  put  a  tocket  in  your  pocket. 


YES! 


I  want  the  Portfolio^ 
by  Atari " 


now. 


Be  sure  to  orJer  the 
peripherals  you  need!  To 
order  hy  mail,  please  send  a  separate  paper 
with  your  name,  company,  address,  phone 
number,  credit  card  number,  expiration 
date,  and  signature.  (Or  pay  hy  certified 
check  or  money  order)  Purchase  price  is 
$399.95  plus  $8,50  for  shipping  of  1-3 
Items;  $17,00  for  4-8  Items,  and  $25  for  9 
or  more  items  oideted.  All  oniers  are  ship- 
ped Federal  Express  for  quick  delivery.  CA, 
IL,  AZ,  MA,  and  NJ  residents  please  add 
sales  tax.  Limited  time  offer  Older  toll  free: 

800 -443 -8020 

7  a.m.  to  5  p.m.  (PT) 
Atari  Corporation  Portfolio  Dept. 

P.O.  Box  61657 
1116    Sunnyvale,  CA  94088 


TO  ORDER  CALL  800«  443  «  8020 


BANKING  KNOW  HOW  TO  TACKLE  BUSI 


BCI  banking  know-how  masters  the  game,  however  exacting  the  course  and  players,  playing  by  the  rules  in 
landscape.  BCI  strength  wins  business  at  the  right  time  with  the  keenest  flair  for  exactness,  accurately  reaching  f 
anywhere  in  the  world.  BCI  is  headquartered  in  Milan  with  11  branches  abroad  and  24  representative  offi 
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FHE  RETURN  OF 
SANDY  WEILL 


e  built  Shearson  but  ran  into 
trouble  at  American  Express. 
Now  he's  tapping  Primerica's 
money  to  attempt  a  big 
Wall  Street  comeback 


At  last  count,  McDonalds  was  operating  nearly 
11,000  restaurants  around  the  globe  and  had 
sold  over  70  billion  hamburgers.  They  open  a 
new  restaurant  every  15  hours,  but  their 
L:ommitment  to  the  company's  standards- 
quality,  service,  cleanliness,  and  value— hasn't 
:;hanged  in  35  years.  They  expect  the  same 
kind  of  commitment  from  their  suppliers— 
ivhether  they're  supplying  beef,  potatoes,  or 
3ffice  furniture. 

Four  years  ago,  Bonnie  Kos,  McDonald's  VP 
df  Facilities  and  Systems,  began  searching  for 
:he  ideal  furniture  system  to  put  in  their  new 
300,000-square-foot  home  office.  Bonnie 
and  her  task  force  researched  dozens 
of  manufacturers.  They  were 
looking  for  a  20-year  relation- 
ship, not  a  one-time  deal. 
A  key  issue  was  flexibility.  Could 
a  manufacturer  grow  with 
McDonald's?  Could  they  turn  on 
a  dime?  That  narrowed  the  field 


considerably. 

Stow  &  Davis' 
Elective  Elements 
made  the  short 
list,  but  winning 


Tin-  MiDnnukl's  lucihlv  maiuiui  mcnl  Icuitl  llcll  li, 
Bnnnif  \<n  Di.rirw  Munlnill.  J,, hit  Rcincil 


out  was  another  story. 

McDonald's  pushed  the  two  finalists  to  the 
wall.  They  assessed  capacity,  finishing,  shipping, 
services,  accessibility,  and  price. 

Then,  Bonnie  decided  to  take  apart  and 
reassemble  their  panels  herself.  She  found  that 
the  Elective  Elements  panel  had  fewer  parts 
and  was  a  lot  easier  to  put  together. 

When  Bonnie  took  her  final  decision  to 
management,  she  described  Elective  Elements 
as  "not  just  a  workhorse  — a  great-looking 
workhorse." 

"Beauty  is  more  than  skin  deep',*  Bonnie  says. 
"Elective  Elements  totally  won  us  over,  from 
the  steel  guts  of  the  panel  to  the  warmth  of  the 
wood  finish.  In  my  opinion,  it  will  pay  for 
itself  again  and  again  and  again." 


For  more  mhii  imuum.  call  l-SOO-  I  V-'I'll'/  exr  '»'! 


Stow&Davis 


A  Division  of  Sleelcase  Inc 

The  Office  Environment  Company 


I 


Over  the  years,  each  and  every  one  d ; 
us  has  been  paying  a  higher  price  fc 
diesel  fuel  than  we  realize,  Becaus 
diesel  fuel,  while  costing  less  in  terrr 
of  dollars  and  cents,  pollutes  more 

In  fact,  compared  to  convention.^ 
leaded  and  unleaded  fuel,  the  diesj. 
emissions  we  breathe  carry  more  grim^ 
which  contributes  to  sooty  clothd 
and  blackened  building]  J 

And  while  clothes  and  buildings  ca| 
always  be  cleaned,  the  less  visibi 
effects  that  occur  inside  our  bodie' 

Now  there's  a  diesel  fuel  that  helps  this  machine  run  better, 

Until  now,  the  best  alternative  to  dies^ 
fuel  was  cleaner-burning  methanol.  i 
methanol  required  a  drastic  engirt 
redesign,  and  many  of  the  economic ; 
benefits  of  diesel  fuel  were  los  i 

Working  from  a  different  approaci.ii 
ICI  IS  developing  a  way  to  modit 
the  methanol  fuel  instead  of  the  engine 
What  we're  working  on  is  calle 
Avocet'"  an  additive,  currently  bein 
tested,  that  allows  methanol  to  b 
used  in  conventional  diesel  engines 

This  methanol/Avocet  mixture  not  oni 
helps  engines  run  better,  but  since  it  burr 
far  more  cleanly  it  pollutes  less.  An  i 
that  should  help  our  bodies  run  bette 

Avocet  IS  just  one  of  many  product  \  [ 
and  technologies  ICI  is  developing  as  pa  ^ 
of  our  ongoing  commitment  to  solvin 
world  problem; 

We're  also  looking  for  ways  to  fight  worl^ 
hunger  through  biotechnology  research  a 
plants  Our  health  care  efforts  are  helpini 

in  the  treatment  of  breast  cancer  an  j  ^ 
other  serious  diseases.  And  we're  workinfd  ^ 
on  developing  new,  ozone-friend jl  b 
fluorocarbonrf  'si 
i  ^' 

Through  continued  research  an, ; 
innovation,  ICI  is  developing  produci » 'i  n 

and  technologies  that  help  mah  i 
a  safer  better  world.  And  that  shoul-  i  ^! 
help  us  all  breathe  just  a  little  bit  easie 
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Times  are  tough  on  Wall  Street: 
Trading  volume  is  down,  investors 
are  skittish,  and  many  firms  plan 
layoffs.  But  Sandy  Weill  is  licking 
his  chops.  Primerica  is  on  the  move, 
earning  at  a  $300  million-a-year  rate 
in  the  third  quarter.  Weill  wants  to 
use  that  cash  to  build  broker  Smith 
Barney  into  a  powerhouse,  as  he 
built  Shearson  in  the  1970s.  Can  the 
Wizard  of  Wall  Street  do  it  again? 
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The  production  index  moved  lower  for  the  week  ended  Nov.  1 1 .  On  o 
seasonally  adjusted  basis,  output  of  autos,  trucks,  steel,  poperboard,  and  crude-oil 
refining  declined,  lumber  and  coal  production  were  both  up  slightly.  RaiUfretght 
traffic,  paper,  and  electric  power  output  were  unchanged  from  the  prior  week , 
Before  calculation  of  the  four-week  moving  average,  the  index  dropped  to  175.9 
from  176.5  in  the  previous  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


Mar. 
1989 


July 
1989 


Oct. 
1989 


The  leading  index  fell  slightly  for  the  week  ended  Nov.  1 1  and  continues  to 
signal  weoker  economic  growth.  Lower  stock  prices,  and  slower  growth  rotes  for 
materials  prices,  real  estate  loans,  and  M2  negatively  offset  a  decline  in  the  number 
of  business  failures.  The  yield  on  long  term  bonds  was  unchanged  from  the  previous 
week.  Prior  to  calculation  of  the  four-week  moving  average,  the  index  dropped  to 
220.1  from  220.8  for  the  week  before. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

i Change 
year  ago 

STEEL  (11/18)  thous.  of  net  tons 

1,702 

1,722  # 

-4.9 

AUTOS  (11/18)  units 

136,066 

133,936r# 

-16.6 

TRUCKS  (11/18)  units 

72,690 

75,272r# 

-3.4 

ELEQRIC  POWER  ( 1 1  / 1 8)  millions  of  kilowott-hours 

51,419 

50,513  # 

2.5 

CRUDE-OIL  REFINING  (11/17)  thous.  of  bbl./day 

13,344 

13,136# 

2.2 

COAL  (1  1/1 1)  thous.  of  net  tons 

20,663  # 

20,428 

1.1 

PAPERBOARD  (11/11)  thous.  of  tons 

701.4# 

737.6r 

1.0 

PAPER  (11/11)  thous.  of  tons 

757.0  # 

762.0r 

3.7 

LUMBER  (11/11)  millions  of  ft. 

538.1  # 

531.6 

3.9 

RAIL  FREIGHT  ( 1 1  / 1 1 )  billions  of  ton-miles 

20.2  # 

20.4 

1.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Roilroods. 

FOREIGN  EXCHANGE  1 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (11/21) 

144 

144 

121 

GERMAN  MARK  (11/21) 

1.82 

1.84 

1.72 

BRITISH  POUND  (11/21) 

1.56 

1.58 

1.84 

FRENCH  FRANC  (11/21) 

6.20 

6.25 

5.87 

CANADIAN  DOLUR  (11/21) 

1.17 

1.17 

1.19 

SWISS  FRANC  (11/21) 

1.62 

1.62 

1.44 

MEXICAN  PESO  (11/21)' 

2,648 

2,642 

2,300 

LEADING  INDICATORS 


Latest 
week 

Week 
ago 

year  01 

STOCK  PRICES  (11/17)  S&P500 

340.05 

336.25 

27. 

CORPORATE  BOND  YIELD,  Aaa  (1 1/17) 

8.86% 

8.90% 

INDUSTRIAL  MATERIALS  PRICES  (i  1/17) 

106.0 

106.1 

8. 

BUSINESS  FAILURES  (11/10) 

222 

217 

-5. 

REAL  ESTATE  LOANS  (i  1/8)  billions 

$347.8 

$347.0r 

14. 

MONEY  SUPPLY,  M2  (i  1/6)  billions 

$3,184.1 

$3,182.5r 

4. 

INITIAL  CUIMS,  UNEMPLOYMENT  (1 1/4)  thous. 

345 

354 

17. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun 
Bradstreet  (failures  of  lorge  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosoi 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHIY  ECONOMIC  INDICATORS^ 


Sources:  Mojor  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 


Latest 
month 

Month 
ago 

%Climi 
yearaf 

CONSUMER  PRICE  INDEX  (Oct.) 

125.6 

125.0 

REAL  GROSS  WEEKLY  PAY  (Oct ) 

$167.84 

$166.90 

-0. 

IMPORTS  (Sept.)  millions 

$39,079 

$40,662 

6. 

EXPORTS  (Sept.)  millions 

$31,136 

$30,562 

12. 
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Sources:  BCS,  Commerce  Dept. 


MONETARY  INDICATORS 


Latest 


Week 


MONEY  SUPPLY,  Ml  (11/6) 


$788.3 


$786.4r 


% 

yearogj 


BANKS'  BUSINESS  LOANS  (11/8) 


318.5 


316.0r 


6.I1 


FREE  RESERVES  (11/15) 


510 


808r 


-57.;jaiifJlt 


NONFINANCIAL  COMMERCIAL  PAPER  (11/8) 


129.3 


129.5 


35. 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  ore  expressed  fc 
a  two-week  period  in  millions). 


Latest 
week 

Week 
ago 

%Chonge 
year  ago 

GOLD  (1 1/21)  S/troyoz. 

399.000 

391.400 

-4.6 

STEEL  SCRAP  (00/21)  #  1  heavy,  $/ton 

98.50 

98.50 

-12.8 

FOODSTUFFS  (11/17)  index,  1967=100 

216.5 

216.2 

-3.3 

COPPER  (1 1/18)  /lb. 

120.2 

1 19.7 

-16.7 

ALUMINUM  (1 1/18)  (,/lb. 

76.0 

75.8 

-29.6 

WHEAT  (11/18)  #2  hard,  $/bu. 

4.34 

4.33 

4.3 

COTTON  (11/18)  strict  low  middling  1-1/16  in. 

f/lb.  66.66 

70.32 

24.7 

MONEY  MARKET  RATES 


Sources:  London  Tues.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
week 

Week 
ogo 

Year 
ago 

FEDERAL  FUNDS  (11/20) 

8.47% 

8.44% 

8.33  "/il  / 

PRIME  (11/21) 

10.50 

10.50 

10.00  js 

COMMERCIAL  PAPER  3-MONTH  (i  1/20) 

8.31 

8.32 

8.79 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i  i/2i) 

7.95 

7.91 

8.92 

EURODOLUR  3-MONTH  (11/15) 

8.43 

8.60 

8.85 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  ore  seasonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipmen' 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  —  Not  available        r  =  revised        NM  =  Not  meaningful 
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Until  NowThere 
Afere  Good  Reasons 
roCallThem 
Briefcases. 


Because  most  briefcases 
at  look  and  work  great  at  first, 
jy  that  way  for  just  a  "brief 
nountoftime. 

And  cases  that  were  sturdy 
id  tough  weren't  exactly  great 
iking  Until  now. 

Introducing  the  Samsonite® 
'assic.  Proof  that  a  briefcase 
n  be  both  durable  and  attract- 
ed And,  briefly  here  are  some 
asons  why 


'Cover  and  detailing. 
riefcase  shouldn't  have  to 
:  like  a  tool  box  just  to 
id  up  to  wear  and  tear.  So 
took  a  beautifully  crafted 
jring,  and  wrapped  it 
ind  our  iron-tough  case, 
i  areas  that  get  knocked 
ind  the  most,  like  the 
lers  and  edges,  are  made 

n  a  sturdy  yet  stylish  material  that  won't  become  frayed. 
i  result  is  a  briefcase  you'll  be  proud  to  carry  that  can  take 
a  beating  for  a  long,  long  time. 
Recessed  latches.  Watching 
the  contents  of  your  briefcase 
fall  down  an  escalator  isn't 
exactly  a  great  way  to  start  a 
day  That's  why  our  latches 
_  , ,      ^         ,  .,  ...  ,  are  recessed,  making  it  hard 

i  '^'v    ' -    '  for  the  case  to  pop  open  or 
l.^j'  '^.-^...-  ■  /       \  \  I  have  the  latches  laiocked  off. 
'11  also  have  a  special  locking  system.  And,  our  exclu- 
!  patented  right-side-up  feature  keeps  you  from  opening 
r  case  upside  down. 


fc)1988.  Samsonite  Cnrporation 


Oit/  i.ih  II  iigth  hinge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
our  case  a  single  long  one  to 
make  it  sturdier  The  hinge 
runs  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  look  at  the  Classic"  and  other  Samsonite  brief- 
cases at  your  nearest  luggage  dealer.  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agree  that  sturdiness 
and  style  can  be  easily  combined. 


^  ^  Samsonite  J 

Our  Strengths  Are  Legendary. " 


Takmg  Six  ^^ontlisTlolBMiM  One 
Jeems  Quite  ReasonaMe  ConsiJenng  HdwLohi 
An  Owner  WLay  Keep  Oneo 


akes  as  long  to  build  a  Rolls- 
zee  motor  car  today  as  it  did 
irly  a  century  ago. 

But  then  handcrat'tsmanship  is 
iring,  patient  process  that  cannot 
Kurried. 

And  today,  still,  this  nearly  lost 
form  is  the  pivotal  difference 
ween  Rolls-Royce  motor  cars 
1  all  others  -  creating  automobiles 
superbly  engineered,  so  exqui- 
:ly  finished,  they  live  up  to  the 
lectations  of  the  most  demanding 
lers  in  the  world. 

Bonding  In  A 
New  Perspective. 

ir  half  of  all  Rolls-Royce  motor 
s  built  since  1904  are  still  gliding 
ngthe  road. 

Others  are  in  prized  collections 
1  museums. 

Some  are  in  collections  of 
lers  who  simply  haven't  been 
;  to  part  with  their  first  Rolls- 
rce  motor  car.  Or  their  second, 
third. 

And  some  owners  have  become 
ittached  to  their  Rolls-Royce 
tor  cars  that,  much  like  family 
rloonis,  they  have  been  passed 
from  generation  to  generation. 

Legends  iVre  Made  Of  This. 

3  of  the  first  Rolls-Royce  motor 
^  ever  built,  the  1907  Rolls- 
'ce  Silver  Ghost ,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simply  The  Best  Motor  Car 
111  The  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development 
for  85  years.  A  gradual ,  systematic 
evolution  with  every  improvement 
thoroughly  researched ,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system 
that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 
road  surfaces  and  driving  conditions. 


A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand -cut  and  perfectly  matched 
to  create  veneers  no  two  motor  cars 
will  ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer. 
To  arrange  for  an  appointment, 
or  to  receive  Rolls-Rovce  literature, 
simply  call  1-800-851-8576. 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 
Won't  Be  The  Same,  Either. 

Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

^\^^ich  gi\'es  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  todays 
homogenized  society. 
Individuality. 
And  how  can  one  ever 
be  the  same  after  that? 


R  jliiR^.-ce  Motorcars  Inc.,  ;989  The  name  'RoHs-Royce"  and  the  flying  Lady  mascot,  badge  and  radiator  grrtle  are  registered  trademarks 
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WE'RE  PAYING  IN  SPADES 

FOR  THOSE  LITIGIOUS  INSUREES 

'I  itigation's  cost  is  rocketing — its  effi- 
fcciency  isn't"  (Economic  Trends, 
Nov.  6)  reports  what  the  property  and 
casualty  insurance  industry  has  been 
telling  the  public  for  years — abuse  of 
the  tort  liability  system  costs  Americans 
bilHons  of  dollars  annually  and  provides 
Httie  return  on  the  investment. 

The  TilHnghast  study  reports  that  the 
tort  liability  system  remits  only  507'  of 
its  total  costs  to  injured  parties,  with  the 
rest  going  for  trial  lawyers'  fees,  admin- 
istration, court  costs,  and  the  like.  The 
disgrace  of  this  figure  is  compounded 
when  one  considers  the  hidden  costs  to 
the  public  generated  by  the  boom  in  li- 
ability suits.  In  some  areas,  the  costs 
associated  with  the  liability  system  have 
curtailed  or  eliminated  activities  deemed 
"too  risky" — school  sports,  use  of  public 
playgrounds,  fireworks  displays,  etc. 

As  the  media  continue  to  report  their 
findings,  perhaps  the  American  public 
will  begin  to  understand  the  magnitude 
of  the  problems  and  demand  action. 

William  B.  Snyder 
Chairman  and  CEO 
GEICO 

Washington,  D.  C. 


SAYING  'NO'  TO  iSHIHARA'S 
STRATEGY  FOR  JAPAN  

Thank  you  for  the  eye-opening  article 
on  The  Japan  That  Can  Say  "No" 
("The  book  that's  creating  a  firestorm," 
International  Business,  Oct.  23).  It's 
amazing  how  fast  Shintaro  Ishihara  has 
forgotten  that  the  U.  S.  was  the  first  to 
put  Japan  into  military  production  by 
buying  goods  for  the  Korean  War. 

Ishihara's  plan  for  Japan — to  act  as  a 
military  broker — would  destroy  the  fu- 
ture of  the  Japanese  economy  because 
the  U.  S.  would  reserve  the  right  to  pro- 
tect our  semiconductor  and  computer  in- 
dustry because  of  military  importance. 
Even  Adam  Smith  allowed  protectionism 
for  strategic  goods. 

And  though  his  plan  would  upset  the 
balance  between  the  U.  S.  and  the  Soviet 
Union,  it  would  also  upset  the  balance 
between  the  Soviet  Union  and  Japan's 


ever-present,  populous  neighbor — Chin 
Ishihara's  writing  is  an  excuse  fi 
protectionism  that  prolonged  the  D 
pression  of  1929  and  was  a  cause 
Japanese  imperialism. 

E.  Elliot  Goldbeil 
Professi 
Touro  Collei 
New  Yoi| 

AH  IROHIC  'TWIST  OF  FATE' 
FOR  IBM? 


■ couldn't  help  but  watch  in  amazemei 
as  many  of  my  colleagues  at  IB 
snapped  up  foreign-made  cars  with  br 
vado  in  the  early  1980s.  What  differem 
should  it  make  that  an  American  ca 
maker,  General  Motors,  was  the  largei 
IBM  customer?  And  Ford  and  Chrysl( 
weren't  far  behind  ("Computers:  Japa  S|||||(T 
comes  on  strong,"  Cover  Story,  Oct.  2c  |||[||tj 

It's  an  interesting  twist  of  fate  th; 
GM,  through  its  EDS  subsidiary,  hi 
launched  a  joint  venture  with  Hitac 
Ltd.  to  compete  head-to-head  with  IBM 
the  mainframe  market.  Now,  we  he; 
that  Japan  Inc.  may  become  a  majc 
player  in  the  computer  industry — "as 
did  in  cars  and  electronics." 
Is  there  another  lesson  here? 

Barry  G.  Smit 
Intelligent  Manufacturing  Systems  Ini 
Ann  Arbor,  Micl 
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A  PEHH  STATE  GRAD  SIHGS 
ITS  B-SCHOOL'S  PRAISES 


As  a  1986  graduate  of  one  of  the  "uj 
and-comer"  B-schools,  I  was  happ 
to  read  positive  comments  about  school 
other  than  Wharton,  Harvard,  an 
Northwestern,  and  elated,  in  fact,  to  se 
Penn  State's  MBA  program  mentione 
("B-schools:  The  up-and-comers,"  Pe 
sonal  Business,  Oct.  30). 

I  have  found  the  graduates  of  seconc 
tier  MBA  programs  less  expectant  of  "bt 
coming  CEO  in  .r  years"  and  more  inte 
ested  in  becoming  productive  corporat 
team  members.  My  hope  is  that  the  a: 
cle  was  widely  read  so  that  others  ca 
avoid  what  I  endured  when  I  took  m 
first  job  out  of  B-school.  After  askin; 
where  I  got  my  MBA,  the  immediate  r< 
action  was  always:  "Penn  State 
that  Wharton?  .  .  .  No?  ...  Oh,  yeal 
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have  great  football . . .  Joe  Paterno, 
t?" 

Deborah  Cincilla  Sze 
Landover,  Md. 

1  NO  ROOM  IN  THE 
BHOUSE  FOR  FEMALE  CEOs 

fhew!  Who  says  men  don't  run  the 
world?  What  a  club  (The  Corpo- 
Elite,  Oct.20)!  If  it  weren't  for  Kath- 
3  Graham's  inclusion,  I'd  have  to 
lise  that  there  is  a  "no  women  al- 
id"  sign  up  on  the  CEO  office  door. 
;  a  father  and  a  business  person,  I 
only  hope  that  some  percentage  of 
e  men  believe  the  time  has  come  to 
it  the  opposite  sex  to  their  ranks — 
:he  sake  of  my  daughters'  futures. 

Robert  Batterson 
St.  Louis 

;HINGT0N  SHOULD  'WAKE  UP' 
FHE  TRADE  IMBALANCE  

ir  your  editors  to  tell  computer  mak- 
:rs  to  "wake  up"  I  find  truly  insult- 
ind  indicative  of  the  lack  of  support 
he  press  to  address  the  real  root  of 
problem  ("Memo  to  computer  mak- 
Wake  up,"  Editorials,  Oct.  23). 
le  of  Reagan's  legacies — which  we 
I  believe,  pay  the  price  for — is  the 


one-way  free-trade  game  we  played  with 
the  Japanese,  which  continues  today. 
The  Japanese  will  continue  to  overrun 
our  computer  and  HDTV  industries  and 
drive  American  competitors  to  their 
knees  and  out  of  business. 

When  are  politicians  going  to  wake  up 
to  what  is  going  on  and  do  something 
concrete  about  it? 

Dwain  Kinsinger,  Vice-President 
Federal  Systems  Div. 
Telxon  Corp. 
Columbia,  Md. 


It  was  a  pleasant  surprise  to  read  Rob- 
ert Kuttner's  article  "U.  S.  business 
isn't  about  to  be  society's  savior"  (Eco- 
nomic Viewpoint,  Nov.  6). 

In  a  time  of  enormous  foreign  compe- 
tition, the  U.  S.  is  lagging  behind  in 
many  industrial  segments.  Consequent- 
ly, more  and  more  companies  are  think- 
ing long-term,  and  that  in  itself  is  com- 
mendable. However,  investing  in  the 
future  does  not  simply  imply  moderniz- 
ing manufacturing  facilities  or  penetrat- 
ing foreign  markets.  We  must  attack  the 
problem  at  its  most  basic  level,  which 
includes  education. 
By  investing  in  America's  public 


schools,  we  can  solve  many  of  the  prob- 
lems U.  S.  businesses  currently  face. 

Mark  M.  Willaman 
University  Park,  Pa. 

IRS  MISCONDUCT  IS 

NOTHING  TO  TRIFLE  WITH  

As  chairman  of  the  congressional 
oversight  subcommittee  whose  IRS 
corruption  probe  is  discussed  in  your  ar- 
ticle "A  'blood  war'  in  the  jeans  trade" 
(The  Corporation,  Nov.  13),  I  am  writing 
to  correct  a  number  of  statements  re- 
garding our  investigation.  If  your  corre- 
spondent had  contacted  the  subcommit- 
tee for  confirmation  of  purported  facts, 
BUSINESS  week's  article  would  have 
been  accurate  and  not  just  entertaining. 

Your  reporter  states  that  "unsworn 
testimony  and  hearsay  from  anonymous 
sources"  form  the  basis  for  the  subcom- 
mittee's investigative  findings  of  a  high- 
ly improper  relationship  between  the 
Marciano  brothers  and  the  former  IRS 
criminal  investigation  division  chief  in 
Los  Angeles,  Ronald  Saranow.  Our  find- 
ings concerning  the  Marcianos'  manipu- 
lation of  the  IRS  are  based  on  more  than 
40  sworn  statements  contained  in  IRS  in- 
vestigative files  and  on  75  witness  inter- 
views we  conducted. 
You  state  that  "Saranow  referred  the 


BETTER  EDUCATION 

IS  EVERYBODY'S  BUSINESS 


There  are  many  forms 
)f  native  American  art.Thds 
s  the  one  you  drink 


WILD  TURKHT 

8  years  old,  101  proof,  pure  Kentucky 

ID  A  GIFT  OF  WILD  TURKEY7101  PROOF  ANYWHERE- CALL  1  800  CHEER  UP  'EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  ALC  BY  VOL  SOS%  AUSTIN  NICHOLS  DISTILLING  CO  LAWRENCEBURG,  KY©1989 


Congratulation: 

Paul  Harvey, 
on  the  Highest 
Ratings. 


Today,  23  million  people  wi 
stand  by  for  Paul  Harvey  Newsj 
and  The  Rest  of  the  Storyl 

That's  the  number  of  loyal  hsteners  who  tune  ir| 
every  week  to  hear  his  skillful  blend  of  new;} 
and  views.  In  fact,  Paul  Harvey  has  the  fiv(| 
top-rated  programs  in  network  radio  { 
Paul  Harvey's  Morning  News,  Monday 
Friday  is  #1.*  Paul  Harvey's  Midday^ 
\  News,  Monday- Friday  is  ^ 

\     Paul  Harvey's  Saturday  Morning  News  h  ■ 
#3*  Paul  Harvey's  "The  Rest  of  the  Story' 
is  #4*  and  Paul  Harvey's  Saturday  Midday ;  ^' 
is  #5*  Paul  Harvey  is  the  most-listened-tc 
radio  personahty  in  America.  Tune  in  Qj 
and  hear  why  for  yourself.  j 
"Hello  Americans'.  This  is  Paul  Harvey.\ 
Stand  by  for  the  news!'; 

til 

PAUL  HARVEY  NEWS 

®  ABC  RADIO  NETWORKS 

•RADAR  39.  SPRING.  1989  VOLUME  3  I 
AUDIENCES  TO  COMMERCIALS  WITHIN  PROGRAMS,  1 
PERSONS  12+  DETAILS  UPON  REQUEST  ' 


You  doift  want  to  buy  a  used  car  from  Aetna 


AEtna  Life  and  Casualty  Company. 


A  little  while  back,  John  Barracato  went  out  car  shopping. 
He  bought  ten. 

Then  he  did  something  really  unusual. 
He  torched  them. 

You  see,  John  is  one  of  America's  leading  arson  experts.  Not  coinci- 
dentally,  he  also  leads  Aetna's  Fire  and  Fraud  Investigation  Team. 

And  because  he  burned  those  cars,  law  enforcement  agencies  nation- 
wide can  more  easily  detect  the  difference  between  accident  and  arson. 

As  a  result,  this  research  has  had  the  beneficial  effect  of  putting  more 
arsonists  behind  bars. 

More  tangibly  for  Aetna's  customers,  John's  team  is  saving  millions 
of  dollars  every  year  by  identifying  attempted  arson  and  prosecuting  the 
criminals  who  attempt  to  profit  from  it. 

No  other  insurance  company  that  we  know  of  goes  to  the  some- 
times extreme  lengths  that  Aetna  does  in  order  to  fight  fraudulent  claims. 

But  that  works  to  the  advantage  of  every  one  of  our 
customers  who  invest  in  one  of  our  insurance  policies. 

If  not  one  of  our  many  used  cars. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 


First  Second  Third  Fourth 

Anniversary.  Anniversary.  Anniversary.  Anniversary. 


She  may  well  appreciate  all  the 
perfume  you've  given  her. 
However,  she  now  owns  enough  to 
fill  a  medium-size  lake. 


This  year,  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band,  * 

A  diamond  is  forever.  JN,  /\ 


Y 


Suggested  retail  price  for  rings  $1.495-$ 1.795. 

For  more  information,  call  800  647-0012.  in  VA  703  549-1890. 


JB  ROBINSON 

I  E  W  E  I  E  R  S 
The  diamond  people  (g) 


McGRW-HILL  ^ 


yo//     ^  up-to-the-minute  business  news.  Online  and  in  time 
K.^/  tor  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Diakxim,  CompuServe,  DIALOG,  nRI,Telemet 
or  direct  to  your  mainirame.  For  a  FREE  brochure  cal 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 


'From  '''atjbasc  Magazine 
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Nakash  case  to  the  New  York  IRS  lor 
before  he  became  socially  close  to  Pai 
Marciano"  and  never  "materially  infli 
enced  Marciano  matters  after  his  jc 
talks  with  Paul."  [Our  evidence  esta 
lishes  that]  a  social  relationship  bega 
during  the  summer  of  1985,  and  job  di 
cussions  began  that  fall,  when  graii 
jury  action  was  being  considered.  Mori 
over,  Saranow  flew  to  New  York  in  lal 
September,  1985,  just  to  attend  a  mee 
ing  with  the  Marcianos  and  an  assistar 
U.  S.  attorney  to  promote  the  case,  an 
he  violated  his  recusal  on  at  least  foi 
occasions  regarding  Marciano  matters. 

You  have  chosen  to  trivialize  the  sij 
nificance  of  dozeris  of  cases  of  serior 
misconduct  by  senior  IRS  officials  uncc 
ered  by  our  subcommittee  and  the  syi 
tematic  failure  of  IRS  management 
properly  deal  with  such  misconduct. 

Our  subcommittee  has  no  interest  i 
civil  disputes  between  the  owners  of  Jo: 
dache  and  Guess.  Our  interest  is  in  ai 
suring  taxpayers  that  the  iRS'  vast  crim 
nal  and  civil  enforcement  powers  canm 
be  misused  by  individuals  seeking  to  hi 
rass  or  punish  perceived  enemies. 

Representative  Doug  Barnard  Jij 
Chairma 

Commerce,  Consumer,  ani 
Monetary  Affairs  subcommitte! 

WashingtOj 

THERE'S  NO  EXCUSE  FOR  I 
CRUELTY  TO  ANIMALS  

■ must  disagree  with  your  reporter" 
conclusion  in  "'Will  relief  for  lab  an 
mals  spell  pain  for  consumers?"  (Top  o 
the  News,  Oct.  30).  The  choice  is  noi 
between  "humane  treatment .  .  .  an( 
speeding  the  development  of  urgentl; 
needed  new  drugs  "  How  long  can  i 
take  to  build  new  cages  and  set  up 
dog-walking  program?  It's  a  choice  be 
tween  humane  treatment  and  money 
Like  all  Americans,  I  worry  about  thi^ 
cost  of  medical  care  and  have  conceri; 
for  those  with  diseases  for  which  wi| 
don't  have  adequate  treatment.  But  hu 
mane  treatment  of  lab  animals  should  b 
a  requirement,  not  a  luxury. 

J.  Sugj: 
Portland,  Ore 


OMISSION 


A  photo  credit  for  the  cover  ston 
"A  New  Economic  Miracle"  (Nov.  27 
was  omitted  on  page  59.  Horvat/Sabi 
is  the  agency  that  should  have  beei 
credited. 
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Letters  to  the  Editor  should  be  sent  to  Reader: 
Report,  Business  Week,  1221  Avenue  of  the  Anneri: 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464': 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  la 
elude  an  address  and  daytime  and  evening  tele: 
phone  numbers.  We  reserve  the  right  to  edit  letter!| 
for  clarity  and  space. 
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This  building 
has  no  ceilings. 


Pcnphc 


When  Conner  Peripherals  designed  its  new, 
ligh-volume  manufacturing  facility  in  Singapore, 
ve  included  some  powerful  capabilities.  And  left 
lut  the  production  ceilings. 

We  had  no  choice.  To  meet  the  ever-increasing 
lemand  for  our  iVi"  hard  disk  drives,  we  had  to 
aise  our  production  capacities  dramaticallv. 
because  in  this  business  you've  got  to  deliver.  In 
olume,  on  time,  and  without  interruption. 

Which  nicely  sums  up  Conner's  global  manu- 
acturing  strategy. 

A  strategy  that  begins  in  Longmont,  Colorado, 
vhere  we  research,  design,  and  develop  new  products. 
Vnd  continues  in  San  Jose,  California,  as  we  perfect 
he  manufacturing  process,  ensuring  a  smooth 


ramp  up  to  high  volume. 

Leading  us  to  Singapore;  a  sophisticated, 
expandable,  production  machine  capable  of  building 
more  than  4  million  drives  a  year.  Or  to  Ivrea,  Italy, 
where  Conner  adapts  and  produces  drives  for  the 
European  Community.  Either  way, 
we're  prepared  to  meet  global  demand 
for  Conner  drives  on  a  steady, 
uninterrupted  basis. 

All  of  which  allows  Conner  to  build 
more  drives,  on  a  more  timely  basis, 
for  delivery  to  more  places  in  the  world. 
Think  about  it,  then  call  Conner. 
There's  no  ceiling  on 
what  we  can  do  for  you. 


San  Jose/World  Headquarters:  408  433-3340  •  FAX:  408- 433-3303  •  Boston:  508/660-1088  •  Dallas:  214/680-2913  • 
Los  Angeles:  714  455-2777  •  Singapore:  65  2845366  •  Tokyo:  81  3-597-8321  •  European  Headquarters:  49  89-811-2097 


THE  NEW  MONEY  MASTERS 

By  John  Train 

Harper  &  Row  •  385pp  •  $22.50 


EIGHT  SMARTIES 
WHO  BEAT  THE  STREET 


One  of  the  sad  things  about  mon- 
ey managers  (not  that  anyone  is 
weeping)  is  that  few  of  them  can 
ever  become  truly  distinguished.  Their 
goal,  after  all,  is  to  beat  the  market,  and 
it  has  been  true  for  some  time  that  mon- 
ey managers  are  the  market.  Their  ten- 
dency toward  sheeplike  conformity 
doesn't  help.  One  result  is  that  flesh- 
and-blood  money  managers  are  increas- 
ingly being  replaced  by  machines — wit- 
ness the  proliferation  of  computer-run 
"passive"  investments  based  on  one  of 
the  various  stock  or  bond  indexes. 

Against  this  backdrop  of  faceless  me- 
diocrity and  automated  passivity,  a  few 
extraordinary  investors  stand  out,  in- 
cluding the  eight  profiled  in  this  book: 
George  Soros,  Peter  Lynch,  Michael 
Steinhardt,  Jim  Rogers,  John  Neff, 
Ralph  Wanger,  George  Michaelis,  and 


Philip  Garret.  What  makes  this  outstand- 
ing bunch  tick?  It's  a  question  John 
Train  addresses  with  admirable  results 
in  his  compact  but  generous  compendi- 
um of  investment  wisdom.  The  New 
Money  Masters  is  sophisticated,  yet 
doesn't  get  bogged  down  in  accounting 
minutiae.  It's  about  the  soul,  not  the 
mechanics,  of  investing. 

Train  is  the  president  of  an  invest- 
ment advisory  firm,  but  his  primary 
claim  to  fame  is  as  a  kind  of  Boswell  to 
the  Samuel  Johnsons  of  money.  Nine 
years  ago  he  authored  The  Money  Mas- 
ters, a  similar  collection  of  profiles  of 
the  investment  luminaries  of  that  by- 
gone era.  While  The  New  Money  Mas- 
ters may  not  be  named  with  much  origi- 
nality, it  is  a  worthy  successor  to  its 
well-received  predecessor.  Train's  style 
is  straightforward  and  unpretentious. 


and  the  book  provides  as  broad  a  ran^ 
of  investment  insights  as  you're  likely  i 
find  anywhere. 

Train  begins  with  a  surprisingly  e 
lightening  portrayal  of  the  amply  pub 
cized  Columbia  University  professor  ar 
former  hedge-fund  manager  Jim  Roger 
Rogers'  bow-tied  visage  and  predictior 
of  economic  malaise  were  a  constai 
presence  on  network  television  durii 
the  Oct.  13  selloff.  Rogers  hasn't  alwa; 
been  on  the  mark  in  calling  mark( 
turns — he  was  seven  months  early 
forecasting  the  1987  crash.  On  the  otb 
hand,  he  correctly  foresaw  the  decline 
oil  prices.  "The  trick  to  getting  rich," 
says,  "is  correctly  sizing  up  supply  ai 
demand."  Rogers  also  likes  sniffing  oi 
undiscovered  overseas  investment  oppo: 
tunities — though  they  can  be  too  undii 
covered,  as  he  learned  during  an  unr( 
warding   trip   to   the   Nepal  stoc 
exchange. 

The  chapter  on  Peter  Lynch  muj  .Hs^l 
have  posed  a  challenge  for  Train,  b( 
cause  the  famed  manager  of  the  Fidelit  tot  des 
Magellan  Fund  has  recently  written  hi  um 
own  best-selling  investment  guide,  On  stt  doi 
Up  on  Wall  Street.  There's  some  dupl  Kaihe 
cation,  but  no  one  who  has  read  Lynch 
book  will  be  disappointed,  because  Trai 
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PC  World  readers  voted  it  the  Best  Relational 
Database  of  1989.  InfoWorld  named  it  Database 
Product  of  the  Year  And  Software  Digest  described 
it  as  "much  easier  to  use  than  its  competitors." 

We're  talking  about  dBASE  lY'"' 
The  latest  and  most  powerful  version 
of  dBASE  '  software.  With  the  new 
Control  Center  for  intuitive  ease-of-use 
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But  the  innovations  don't  stop  there. 
Because  a  new  update  is  coming  in  the  near  ftiture 
Namely;  dBASE  IV  Version  1.1.  A  powerfijl  upgrade 
that  can  be  yours  free— if  you  buy  Version  1.0  nov^ 
What's  more,  with  the  purchase ' 
of  dBASE  IV  Version  1.0,  you'll  also 
★  ★  ★  ★  receive  your  choice  of  one  of  the 
tbllowing  four  items  absolutely  free: 


comp 


hiur  St.ir 
Rating 


This  (iffer  only  applies  lo  dBASf,  IV  1.0  and  dBASE  IV  Developer's  Edition  1.0  packages  purchased  between  September  I,  1989  and  the  first  customer  ship  date  of  dBASE  IV  1.1.  TraininB  distiiunl  lot  use  al  a  rcgularl) 
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considerably  more  than  Lynch  did 
t  how  Fidehty  Magellan  is  actually 
This  $10  billion  fund  has  astounded 
tics  by  continuing  to  outperform  the 
[et  despite  its  size.  Unlike  some  of 
money  mavens  in  the  book,  Lynch 
n't  closely  track  economic  trends. 
;ad,  he  looks  for  undervalued  stocks 
will  do  well  eventually,  despite  the 
cet's  periodic  jitters. 


Another  star  mutual  fund  manager, 
Windsor  Fund's  John  Neff,  provides 
valuable  insights  into  such  tricky  sub- 
jects as  selling  discipline — when  to  take 
leave  of  a  stock,  which  can  be  a  thorny 
matter  for  inexperienced  investors. 
When  buying,  Neff  often  looks  for  stock 
groups  that  are  out  of  favor  in  the  mar- 
ket, with  the  common  characteristic  that 
"a  stockbroker  would  have  trouble  sell- 


ing them  to  a  customer."  Of  course, 
such  reflexive  contrarianism  runs  afoul 
of  Jim  Rogers'  definition  of  a  contrarian 
as  "someone  who  would  have  bought 
U.  S.  Steel,  now  USX,  every  year  since 
1959  and  lost  money."  Oh,  well. 

Train  strays  from  the  biographical  for- 
mat in  a  somewhat  incongruous  chapter 
entitled  "Old  Money,"  which  describes 
how  venerable  families  such  as  the 
Rockefellers  have  managed  their  finan- 
cial affairs  over  the  years.  This  brief 
examination  of  wealth  preservation 
doesn't  live  up  to  the  rest  of  the  book. 
Also  disappointing  is  the  section  describ- 
ing how  Harvard  University  manages  its 
endowment.  Since,  as  Train  notes,  the 
Harvard  managers  have  done  well  but 
"not  outstandingly,"  why  include  them 
at  all? 

Fortunately,  the  book  has  more  vir- 
tues than  flaws,  and  a  reader  can  skip 
around  among  the  various  unrelated 
chapters  without  undue  strain.  Also  use- 
ful is  the  124-page  appendix  (one-third  of 
the  book,  undoubtedly  some  kind  of  re- 
cord), which  includes  such  things  as  a 
Rogers  worksheet  showing  the  numbers 
he  looks  at  when  evaluating  a  company, 
and  a  self-effacing  "report  card"  from 
Neff's  Windsor  Fund.  Indeed,  one  of  the 
few  common  threads  binding  these 
moneymakers  is  that  thev  all  seem  to  be 


Get  2  fee. 


You'll  get  cm  upgrade  to  dBASE  IV  1.1  FREE,  phis  your  choice  of  one  of  the  following:  PerFORM forms  processing  software  S2(H)  sewings  certificate  for  a 
dBASE  IV  training  course  DRAW  APPLAUSE  presentation  software,  or  dBASE  IV  Video  Training 

PerFORM,  the  award- winning  dBASE- 
:ompatible  forms  processor  A  $295  retail  value. 

A  $200  savings  cenificate  good  toward  a  two- 
lay  Ashton-Tate  sponsored  dBASE  IV  training  course. 

DRAW  APPLAUSEf  for  sophisticated  presen- 
:ation  graphics  and  special  effects.  A  $495  retail  value. 

The  "Moving  Up  to  dBASE  IV"  VHS  video 
Dackage  for  training  one  individual  or  an  entire 

iBASE  IV,  dBASE,  DRAW  APPl.ALiSF,,  Ashlon -Tjlc  jnd  ihc  AshKin  Talc  logo  jrc  rcgisicrcd  trjdemark.s  of  A^hHln-TJlc•  (jirpi 
narks  of  iheir  rcsptciivc  companic.'.  PerFORM  Designer  and  Killer  O I9KS,  |yK9  Dclrina  Technology,  Int  ©  IW;  Ashion 


organization.  A  $395  retail  value. 

But  remember,  this  is  a  limited  time  offer 
So  contact  your  Ashton-Tate  dealer  for  details  now, 
or  call  800-437-4329,  ext.  1400  for  more  information. 
And  see  how  much  more  you  can  get  with  IV 

.A  AshtonTate^ 

irjiion  Other  pniduci  riiimes  used  herein  hdve  been  used  fur  idcntilicjiion  purposes  (.mlv  and  may  be  iradc- 
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We're  different  on  the  inside,  too. 


AtTransamerica,  we  believe  in  doing  a  few 
things  very  well  instead  of  trying  to  do  a  lot 
of  things  pretty  well.  So  when  we  offer  you 


financial  products  from  the  Transamericte 
Life  Companies,  mutual  funds  from  the  | 
Transamerica  Criterion  Group,  or  home-lerent 
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ity  loans  from  the  Transamerica  Finance 
)up,  we're  offering  our  best. To  us,  being 
erent  is  more  than  a  matter  of  appearance. 


THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU;" 
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ZERO  PERCENT  FINANCING 
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It  was  so  popular  the  past  two  years,  we're  offering  it  again.  Free  financing 
on  all  Sharp  copiers— the  copiers  rated  #1  in  a  national  survey  for  reliability, 
copy  quality  and  ease  of  use. 

Zero  percent  financing  is  good  until  December  3 1,1989  through  participating 
authorized  Sharp  dealers.  It  applies  to  every  office  copier*— from  the  smallest 
up  to  our  impressive  full-color  copiers. 

See  a  Sharp  dealer  for  a  24-month  free  finance  charge  lease.  Leases  are 
subject  to  acceptance  and  lease  conditions. 

Hurry,  get  0%  on  #  1  until  12/31.  For  more  information,  call  1-800-BE-SHARP. 
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modest,  everyday  fellows.  Neff,  for 
iple,  wears  argyle  socks  and  has 

earnest,  broad,  humorous  face." 
d  be  grinning  too,  if  you  were  one 
lese  guys. 

BY  GARY  WEISS 
s  is  BUSINESS  week's  markets  and  in- 
lents  editor. 
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:ING  THE  WHALES: 
THE  MEDIA  CREATED 
IWORLD'S  GREATEST  NON-EVENT 

)m  Rose 

Lane  Press  •  318pp  .$18.95 


was  the  ideal  TV  news  story:  In 
)ctober,  1988,  three  California  gray 
/hales  were  trapped  at  a  hole  in  the 

■  ice  cap  near  Barrow,  Alaska.  That 
video  crews  a  rare  chance  to  shoot 

■-ups  of  the  behemoths  as  they 
jgled  to  breathe.  Tom  Brokaw  aired 
leartbreaking  footage  on  NBC Night- 
'eivs,  and  the  journalistic  chase  was 
^bout  150  reporters  from  four  conti- 
s  trekked  to  Alaska  to  jockey  for 
1  angles  and  photos.  Government  of- 
Is,  entrepreneurs,  and  environmen- 
ts stepped  in  to  keep  the  whales — 
the  story — alive.  The  rescue  effort 
mounted  eventually  cost  nearly  $5.7 
on.  In  the  last  days  of  the  U.  S. 
idential  campaign,  network  news 
rams  dedicated  10%  of  their  airtime 
le  whales. 

st  one  problem:  The  story  was  a 
tory,  as  reporter  Tom  Rose  docu- 
ts  in  his  entertaining  Freeing  the 
lies.  Every  year  whales  die  under 
ice,  and  the  two  eventually  freed 
1  Barrow  were  probably  too  weak  to 
ive  the  treacherous  migration  to 
ner  waters.  What's  more,  many  of 
heroes  of  the  rescue  are  among 
les'  greatest  enemies:  hunters  and 
irnments  and  businesses  whose  lax 
ronmental  policies  threaten  the 
n  habitat. 

setting  the  record  straight.  Rose 
3  a  farcical  tale.  Isolated  in  20-below 
•ow,  reporters  helplessly  forked  over 
ageous  sums  to  local  residents:  $3 
I  gallon  of  gas,  $50  for  a  five-minute 
ver,  $100  a  night  to  sleep  on  the 

■  of  a  driftwood  shack.  Camera 
rs  risked  their  lives  to  take  shots  of 
jry  polar  bears. 

owever  pointless,  the  stories  had  im- 
.  Ronald  Reagan  and  the  Soviet  gov- 
nent  joined  the  rescue  campaign.  In- 
ational  sympathy  for  the  animals  led 
oycotts  that  according  to  Rose  crip- 
the  economy  of  Iceland,  one  of  the 
Id's  most  prominent  whale-hunting 
itries.  Rose's  occasional  preachiness 
;n't  detract  from  a  tale  that's  both 
to  read  and  and  revealing. 

BY  DAVID  LIEBERMAN 


Business  Gifts 
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Your  personal  Tiffany  Account  Execu- 
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Select  Environmental 
Services  Portfolio 

A  New  Way  to  Invest  in  the  Environment 

Harness  the  growth  potential  of  tlie  important  eiivironiiieiital  dean-iip 
indiistr\' with  the  convenience  of  a  niiitual  fund,  (ionsider  an  investment  in  the 
Fidelity  Select  Environmental  Services  Portfolio,  targeting  companies  engaged 
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products,  processes  and  services  related  to  waste  man- 
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conomic  Viewpoint 


DUKAKIS,  CUOMO, 
AND  OTHER 
EGG-SPLATTERED 
FACES 


BY  ROBERT  KUTTNER 


Tax  receipts  in  the  Northeast 
have  plummeted,  leaving 
most  governors  with 
budget  crises.  Nobody  knows 
just  what  happened, 
but  there  are 
intriguing  theories. 
Congress,  take  note 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 
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emember  the  bicoastal  economy 
of  a  few  years  ago?  The  Atlantic 
and  Pacific  states  were  thriving, 
while  those  in  the  Midwest  and  the  Sun- 
belt languished.  Unfortunately,  what 
goes  around  comes  around.  Today,  the 
heartland  continues  to  recover,  while 
the  coasts,  particularly  the  miracle  econ- 
omy of  the  Northeast,  are  the  closest  to 
recession. 

Intriguingly,  the  most  vivid  leading  in- 
dicator of  economic  slump  is  state  gov- 
ernment revenue.  Although  most  eco- 
nomic data  do  not  yet  suggest  a  full- 
blown recession,  tax  receipts  in  the 
Northeast  have  fallen  through  the  floor. 
In  every  Northeastern  state  except 
Maine,  revenues  are  not  even  keeping 
pace  with  inflation.  As  a  result,  most 
Northeastern  states  face  a  budget  crisis. 
This  is  a  political  embarrassment  to  sit- 
ting governors,  regardless  of  party,  for 
the  voters  rarely  look  behind  falling  rev- 
enues to  underlying  economic  conditions. 
If  the  state  budget  is  suddenly  in  deficit 
or  if  revenues  are  coming  in  below  pro- 
jections, the  governor  must  be  a  scoun- 
drel, a  wastrel,  or  an  incompetent.  More- 
over, the  worst  possible  time  to  cut 
spending  or  raise  taxes  is  in  an  economic 
downturn.  But  since  49  state  constitu- 
tions require  balanced  budgets  (the  ex- 
ception is  Vermont),  the  governors  have 
little  choice. 

Consider  some  numbers.  In  Massachu- 
setts, sales  taxes  for  fiscal  1989  came  in 
about  $200  million  below  estimates,  in 
Connecticut,  almost  $300  million,  in  New 
York,  nearly  $200  million.  In  New  Jer- 
sey, they  fell  by  some  $250  million.  For 
fiscal  1990,  the  decline  is  even  worse.  In 
at  least  three  states,  this  year's  sales  tax 
receipts  will  actually  be  lower  than  last 
year's — in  the  case  of  Massachusetts,  by 
5%.  Personal  income  tax  receipts  have 
also  fallen  in  much  of  the  Northeast.  In 
New  York,  income  tax  revenue  for  fiscal 
1989  was  over  $1  billion  below  estimates; 
in  Massachusetts,  receipts  fell  by  more 
than  $200  million. 

BITING  BULLETS.  At  this  writing,  most 
Northeastern  states  face  budget  crunch- 
es. Massachusetts,  home  of  Miracle 
Mike  Dukakis,  is  wrestling  with  a  deficit 
that  is  approaching  $750  million  and 
growing  with  every  revised  estimate. 
New  York's  Mario  M.  Cuomo  is  having 
to  deal  with  the  effects  of  a  multiyear 
tax  cut  enacted  back  in  the  boom  days 
and  a  deficit  currently  estimated  at  $277 
million  and  rising.  New  Jersey's  new 
governor,  James  J.  Florio,  will  take  of- 
fice just  in  time  to  address  a  vanishing 
surplus.  Only  Connecticut  managed  to 
bite  the  bullet  this  past  summer  when 
the  legislature  enacted  a  $700  million  tax 
package,  which  put  the  Nutmeg  State's 
budget  in  the  black. 
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Curiously,  unemployment  rates,  no 
mally  a  pretty  good  proxy  of  economj 
slowdown,  did  not  foreshadow  anythir 
like  this  sort  of  revenue  collapse.  Unei 
ployment  rates  in  the  Northeast  are  st 
slightly  below  the  national  average.  I 
terviews  with  regional  economic  and  fi  ijwell 
cal  experts  suggest  that  nobody  has 
complete  explanation  of  what  happene  "'^'"J 
There  are  some  intriguing  hypothese 
however. 

■  The  collapse  of  housing  marke 
struck  the  Northeastern  states  with  sp 
cial  force,  observes  Robert  Tannenwal 
an  economist  with  the  Boston  Feder 
Reserve  Bank.  Purchases  of  major  co 
sumer  durable  goods  are  closely  asso(JifSj;ii 
ated  with  the  purchase  of  a  new  homj 
Most  states  also  subject  building  matei 
als  to  the  sales  tax.  When  consume! 
stopped  buying  homes,  as  well  as  furrj 
ture  and  appliances,  this  clobbered  said 
tax  receipts. 

■  More  and  more  workers  in  the  ne 
service  economy  take  part  of  their  pay  I 
"contingent"  earnings,  notes  Davl 
Smith  of  the  Congressional  Joint  Ec 
nomic  Committee  staff.  These  incluq 
salespeople  on  commissions,  comput^ 
programmers  moonlighting  or  workin 
free-lance,  and  real  estate  brokers,  a 
well  as  factory  workers  dependent  d 
overtime.  When  the  economy  soften 
these  people  don't  show  up  in  the  unen 
ployment  statistics,  but  they  pay  lea 
income  tax.  They  also  defer  purchase 
and  contribute  less  sales  tax. 

■  In  general,  the  big  increase  in  consun 
er  indebtedness  may  have  reached  a  sa 
uration  point  where  people  simply  can 
afford  to  keep  financing  their  spendid 
with  borrowing.  The  national  slump 
retail  sales — a  full  1%  decline  in  Noven 
ber,  1989,  over  November,  1988 — sui 
gests  that  people  are  deferring  ever] 
thing  from  autos  to  microwave  ovens. 

■  Many  states  are  suffering  effects  o 
the  federal  1986  tax  reform  act,  whid 
induced  changes  in  corporate  and  invei 
tor  behavior.  Corporate  tax  receipts  aK 
down  sharply  in  much  of  the  Northeas 

■  There  was  also  some  rosy  forecasting 
"The  Northeast  outperformed  the  res 
of  the  country  between  1983  and  1987] 
says  economist  Steven  D.  Gold  of  th 
National  Conference  of  State  Legisls 
tures.  "In  those  years,  the  revenue  su 
prises  were  on  the  upside.  The  estimi 
tors  assumed  this  could  continue." 

As  the  national  economy  softens,  th 
revenue  shock  of  the  Northeast  is  likel 
to  spread  to  other  states,  and  the  feden 
treasury  as  well.  One  by  one,  the  stat 
governors  are  having  to  face  the  mus: 
and  either  raise  taxes  or  trim  spending 
or  both.  It  would  be  wise  for  Congre^ 
to  do  likewise — before  a  recession  make 
the  task  even  more  politically  painful. 
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We  could  make  cars  like 
;!verybocly  else*  But  we  won' 


Saabs  are  based  on 
s  simple  concept  that 
le  car  should  do  every- 
ing  well. 

This  astonishing 
eakthrough  in  logic  is 
lat  makes  Saab  differ- 
t  from  other  carmakers 
id  Saab  buyers  different 
>m  other  car  buyers. 

We  could  make  a  line 
"sporty"  cars  or  wagons, 
t  we  won't. 

Instead,  we  make  high 


performance  available  in 
packages  that  accommo- 
date real  people  with 
real  baggage  for  real  dis- 
tances in  real  comfort. 

We  could  make  a 
"safety"  car  that  offers  little 
beyond  bricklike  construc- 
tion (not  to  mention  brick- 
like performance  and 
handling).  But  we  don't. 

Instead,  every  perfor- 
mance Saab  is  a  "safety" 
Saab,  since  all  1990  Saabs 


feature  roll-cage  construc- 
tion, anti-lock  brakes  and 
driver's  airbag  as  standard 
equipment,  plus  a  new  Road- 
side Assistance  Program. 

We  could  make  our  cars 
with  prices  that  shout  "status" 
We  won't  do  that  either. 

For  about  $32,500,* 
the  9000  Turbo  pictured 
here  outperforms  and  out- 
handles  European  sedans 
costing  far  more.  (Saabs 
are  intelligently  priced 


from  $16,995  to  $32,995.) 

We  could  do  any  number 
of  things  other  car  compa- 
nies do  to  obsolete  their 
cars  v\nth  styling,  dazzle  you 
with  pointless  technology, 
or  impress  you 
with  imagery. 

We  don't. 
We  haven't. 
And  we  never 
will. 

The  most  intelligent 
cars  ever  built. 


RP:  $32,495  excluding  taxes,  license,  freight,  dealer  charges  and  options  Prices  subject  to  ctiange  ©  1989  Saab  Scania  of  America,  Inc. 


Why  settle  for  a  single  player, 
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when  you  can  have  the  whole  orchestra? 

IBM  Interleaf  Publisher.  The  desktop  pul)lisliiiig  ensemble  that  does  it  all. 

results  vou  jit'l  with  an  IBM  LasfrlVinttT. 

Pop- up  menus  that  let  anyone  play  like  a 
pro.  IVactict'.  prac  tice,  practice?  INot  with  IliM 
hiterleal.  Its  [)()p-uj»  menus  lead  you  through  any  task. 
So  y<»u  re  tn-e  to  inijwovise.  Create.  Even  show  off  a 
little.  And  if  y(»u  want  to  change  your  tune,  thats  easy, 
too.  Start  with  a  spreadsheet,  and  transform  it  into  a 
pie  chart,  then  to  a  har  chart,  then  to  a  line  graj)h — 
instantly. 

if  all  this  sounds  like  an  overture  you  can  t 
refuse,  contact  your  IBM  marketing  representative  or 
IBM  Authorized  Dealer  and  ask 
ahout  It^M  Interleaf  today.  lo  fmd 
the  dealer  nearest  vou,  call 
1  800  lBM-7257,  ext.  146. 
And  g(H  ready  for 
the  ajjplause. 


Lintil  now,  most  deskt(»j)  puhlisliing  soltware 
played  only  one  tune.  Some  [K-rlbrmed  page  layouts. 
Others  executed  graphics.  Then  there  were  the  word 
processing  virtuosos.  And  the  charting  sok)ists. 

But  now  there's  IBM  Interleaf "  Pidjlisher.  It  per- 
forms all  these  functions,  and  makes  them  work 
together  in  concert.  So  all  you  need  is  one  desktoj) 
j)uhlishing  instrument  to  do  the  work  of  many.  What  s 
more,  the  critics  a^ree  Interleaf 


does  it  all  hetter  and  faster  than 
the  packages  that  only  play  solo. 
W1ii(  h  makes  you  more  profluctive, 
whether  you  work  alone  or  w  ith 
others,  on  anything  from  simple 
^  memos  to  fully  orchestrated  puhli- 

cations.  Especially  when  you  add  the  power  and  speed 
of  any  386'-l)ased  IBM  PS/2  '  and  the  great-k)oking 


IBM  and  PS/2  are  regpslered  trademarks  of  International  Business  Machines  Corporation 
Interleat  is  a  trademark  of  interleaf,  Inc 
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conomic  Trends 


BY  GENE  KORETZ 

DETROIT  HASN'T 
DOWNSHIFTED 
FAST  ENOUGH 


|he  auto  industry  is  in  a  reces- 
sion," observes  economist  Ed- 
ward E.  Yardeni  of  Prudential- 
Bache  Securities  Inc.  "Unless  things 
turn  around,  we're  looliing  at  some  hef- 
ty cutbacks  in  production  that  will  slow 
the  economy  further." 

What's  worrying  Yardeni  are  signs 
that  the  auto  industry  hasn't  reacted 
fast  enough  to  the  sales  slump.  Consum- 
ers went  on  a  buying  spree  in  the  third 
quarter  as  auto  makers  used  heavy  re- 


AUTO  INVENTORIES 
START  PILING  UP 


I  1 1 1 — I  I  I 

JAN.  88 


•INCLUDES  ALL  OOMESTIULLY  PRODUCED  QRS 
DATA:  PRUDENTIAL-BACHE  SECURITIB  INC 


bates  and  the  threat  of  coming  price 
hikes  on  1990  models  to  clear  out  their 
1989  stocks.  When  those  rebates  dried 
up,  domestic  car  sales  slowed  to  a  mea- 
sly 6.1  million-unit  annual  pace  in  Octo- 
ber, far  below  the  level  of  production. 
As  a  result,  inventories  surged  to  a  3.2 
months'  supply  (chart),  their  highest  lev- 
el in  two  years. 

The  outlook  so  far  in  November  isn't 
any  brighter.  Even  with  incentives  on 
some  1990  models,  domestic  car  sales 
slowed  sharply  early  in  the  month  to  a 
recessionary  5.6  million-unit  pace.  Yet 
based  on  raw  data  from  Ward's  Auto- 
motive Reports,  Yardeni  calculates  that 
U.  S.  auto  makers  (including  Japanese 
transplants,  whose  output  is  rising 
sharply)  still  plan  to  turn  out  cars  at  a 
6.9  million  seasonally  adjusted  rate  in 
the  fourth  quarter  and  a  6.7  million  pace 
in  the  first  quarter  of  1990. 

Those  numbers  aren't  set  in  concrete, 
however.  Faith  in  the  continued  ability 
of  incentives  to  move  cars  out  of  deal- 


ers' showrooms  is  starting  to  wane,  and 
Chrysler,  Ford,  and  General  Motors  are 
all  building  fewer  cars  each  month  than 
their  already  scaled-back  plans  call  for. 
In  October,  for  e.xample,  Detroit's  out- 
put was  3.4^''c  below  its  scheduled  vol- 
ume, and  a  similar  "underbuild"  appears 
on  track  in  November.  Moreover,  in 
what  Ward's  termed  "an  e.xtraordinary 
development,"  planners  at  the  Big  Three 
admit  that  their  first-quarter  schedules 
aren't  firm  yet. 

Barring  a  surprising  surge  in  sales, 
heavier  production  cutbacks  seem  likely. 
But  it's  still  uncertain  whether  the  big 
blow  will  come  this  quarter  or  next.  As 
things  stand  now,  Montgomery  Securi- 
ties auto  analyst  Ronald  A.  Glantz 
thinks  "we  could  very  well  have  a  nega- 
tive fourth  quarter  just  because  of  the 
automobile  industry."  Prudential- 
Bache's  Yardeni,  however,  expects  De- 
troit to  slash  output  in  the  first  quarter 
of  1990  unless  sales  pick  up  smartly. 
And  that,  he  says,  "could  depresss  GXP 
growth  by  a  full  percentage  point." 

With  James  Treece  in  Detroit 


CALIFORNIA  HOME 
PRICES  DROP  A  LITTLE 
CLOSER  TO  EARTH 


The  law  of  economic  gravity  is  final- 
ly catching  up  with  California's 
buoyant  housing  market.  After 
two  exuberant  years  in  which  home 
prices  in  some  areas  zoomed  or 
more,  sales  are  down  and  prices  are  flat- 
tening. The  median  price  for  an  existing 
home,  which  jumped  26^^^,  to  S200,784, 
between  April,  1988,  and  April  of  this 
year,  has  gone  nowhere  since  then  and 
was  below  $200,000  in  September. 

While  this  is  no  Texas-style  land  bust, 
housing  analyst  David  G.  Shulman  of 
Salomon  Brothers  Inc.  believes  low 
housing  affordability  and  slowing  em- 
ployment growth  in  the  state  will  keep  a 
lid  on  prices  for  some  time.  He  notes 
that  the  median  single-family  home  in 
the  Los  Angeles  and  San  Francisco  ar- 
eas now  sells  for  more  than  six  times 
the  median  family  income  in  these  areas, 
compared  with  price-income  ratios  of  4.2 
in  Boston,  1.6  in  Houston,  and  a  national 
average  of  under  3. 

In  one  response  to  steep  prices,  so- 
called  equitA-  bandits  are  cashing  in  on 
their  appreciated  California  homes  and 
moving  north  to  Seattle  and  Portland. 
This  exodus  is  becoming  increasingly  un- 
popular with  the  Pacific  Northwest's  lo- 
cal home  buyers,  who  now  face  their 
own  affordabilitj-  crunch,  caused  by 
well-heeled  migrant  Califomians. 

With  Kathleen  Kertcin  in  Los  Angeles 


OLDER  AMERICANS 
ARE  LIVING 
LONGER  LIVES . . . 


Americans  are  continuing  to  m: 
significant  progress  in  extendi: 
their  life  expectancies,  repo: 
Buck  Consultants  Inc.,  a  benefits  c 
suiting  firm.  A  new  mortality'  study 
some  510,000  active  workers  and  255,' 
retirees  at  21  of  the  firm's  major  cor 
rate  clients  indicates  that  the  typical 
year-old  man  in  its  sample  can  now 
pect  to  live  to  a  ripe  old  age  of  82,  so 
SVa  more  months  than  he  could  just 
years  ago.  And  the  expected  life  span 
a  65-year-old  woman  has  risen  by  nea: 
eight  months  to  a  little  over  86  in  t| 
same  period. 

Such  gains  in  life  expectancy  amo: 
older  Americans  have  been  particula: 
rapid  in  recent  decades.  And  Buck  warj 
that  they  spell  higher  costs  for  empli 
er-sponsored  pension  plans  and  retir 
health  benefits,  as  well  as  for  Social 
curitv  and  medicare. 


...  BUT  THEY  DON'T 
SEEM  TO  BE  GETTING 
MUCH  HEALTHIER 


If  older  people  are  living  longer,  a 
they  also  staying  healthy  longe 
The  question  is  critical  not  only  f( 
health  planners  projecting  the  nation 
future  medical  bill  but  also  for  thoi 
who  believe  that  Social  Security  and  r 
tirement  costs  can  be  alleviated  in  cor 
ing  decades  by  postponing  retireme: 
and  extending  Americans'  working  livi 
A  recent  article  in  Population  &  D 
velopment  Review  by  Eileen  Crimmin 
Yasuhiko  Saito.  and  Dominique  Inge 
neri  of  the  University  of  California 
Los  Angeles  throws  some  disconcertii 
light  on  the  issue.  While  life  expectam 
for  men  and  women  at  65  increased  1: 
1.2  and  1.6  years,  respectively,  from  19' 
to  1980,  the  authors  find  that  only  0 
years  of  the  added  life  expectancy  we: 
disability-free. 

These  findings,  write  the  author 
raise  "the  possibility  that  future  gains 
life  expectancy  could  be  accompanied  t 
increased  demands  on  the  health  syste: 
as  more  years  of  life  are  spent  with 
chronic  disability."  Needless  to  say,  th( 
also  suggest  that  the  long-predict( 
trend  toward  later  retirement  (whi( 
still  isn't  discernible  in  labor  marki 
data)  may  pro\'e  considerably  less  su 
stantial  than  anticipated. 
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The  New  OKIDAEA  380 
Puts  More  "Show"  in  Vmit  Business. 


MEADOWLANE  ENTER 
INTEROFFICE  UEUO 


MEADOWLANE    ENTERPRISES,  INC 


The  output  samples  above  were  pnnted  on  a  MICROLINE  380 
using  WordPerfect  5.0  and  Gemgraph. 

OKIDATA  is  a  registered  trademark  of  Oki  America.  Inc.,  Marque 
deposee  de  Oki  America,  Inc. 


Get  Letter  Quality,  OKIDAIA 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKIDAIA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  fuU  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  die  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDAEA  dealer,  screen  test  the 
new  OKIDAIA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  "show"  in  jyowr  business.  For  the  name  of 
the  OKIDAIA  dealer  nearest  you,  caU  1-800-OKIDAIA. 


OKHWA* 

an  OKI  AMERICA  company 


We  put  business  on  paper. 


DUBLIN, 
ROPE'S  NEW 
CIAL  SERVICES 

CENTER. 

:red  by  people. 


Irish  people,  educated, 
flexible,  skilled,  the  main 
attraction  for  companies 
operatins  from  Dublin's 
new  International  Financial 
Services  Center. 
Ireland  with  half  it's 
population  under  28  is  rich-i' 
in  the  resource  that  matterst 
most  in  business  today  - 
skilled  people.  Furthermore, 
55%  of  students  in  third 
level  education  choose  ' 
engineerins,  science  or 
business  studies. 
Add  the  most  advanced 
digital  telecommunications 
system  in  Europe  and  you 
will  understand  why  the 
Dublin  International  Financial 
Services  Center  has  already 
attracted  more  than  50  of 


the  world's  leading  financial 
companies. 
Companies  like: 
Alexander  &  Alexander  Inc 
American  International  * 
Group  f 
Chase  Manhattan  Bank 
Citicorp 
Scotia  Bank 


LEADING  IRISH  COMPANIES 
SPONSORING  THIS 
ADVERTISEMENT  INCLUDE; 

Allied  Irish  Bank 
Amdahl 

Analos  Devices  B.V. 
A.T.Cross  Ltd 
Bank  of  Ireland 

Disital  Equipment  Corporation 
L.M.  Ericsson  Holdings  Ltd 
GE  Superabrasives 
Janssen  Pharmaceutical  Ltd 
Telecom  Eireann 
Wessel  Industries  Holdings  Ltd 


IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  ALTTHORrTY 

For  information  about  business 
opportunities  in  Ireland  contact 
IDA  Ireland  at: 
NEW  YORK:  2  Grand  Central 
Towers,  140  East  45th  Street, 
NewVork,  NY  10017. 
Tel:  (212)972  1000. 
BOSTON:  (617)  367  8225 
ATLANTA:  (404)  351  8474 
CHICAGO:  (312)236  0222 
LOS  ANGELES:  (213)  829  0081 
"SAN  JOSE:(Calif.)(408)  294  9903 

Head  Office:  Wilton  Park  House, 
Wilton  Place,  Dublin  2,  Ireland.  . 
Tel:  (01)686633 


If  you  have  a  taste  for  the  good  life, 
The  Wine  Spectator  is  for  you. 


You  can  spend  $62.25  on  a  French  Burgundy.  Or  75.00  on  a 
great  French  Cognac.  But  for  a  mere  $11 .95  you  can  savor  9 
issues  of  The  Wine  Spectator. 

Whether  you  want  to 
^^^^^         establish  a  home  wine 
cellar,  impress  a 


sommelier,  or  learn  how  to  talk  to  your  wine  merchant,  you 

should  be  reading  The  Wine  Spectator.  Twice  a  month  we 

bring  you  all  the  important  wine  news  before  it  hits  the  grapevine. 

Over  100  new  wines  are  rated  by  our  experts  with  each  issue. 
Get  valuable  information  on  investing  in  and  collecting  fine 
wines  mcluding  whu  h  wines  to  buy  and  how  much  to  pay.  We 
even  tell  you  how  to  serve,  store  and  cook  with  wine. 

So  if  you're  serious  about  wine,  subscribe  to  The  Wine  Spectator 
at  this  incredibly  low  introductory  price.  It's 
the  best  $1 1.95  you'll  ever  spend  on  wine. 

'2'  CaJl  Toll  Free  24  Hours  800-950-1535 


Please  send  me  9  issues  of 

THE  WINE  SPECTATOR 

Published  twice  inonthly 


A  GREAT  GIFT  IDEA! 
SPECIAL  OFFER 

I  I  .UU  FILLED  ISSUES 


□  S  II  y.'^  Tnal  SubsLTipiion        D  Entlosctl  is  my  check 
n%}^  (K)  Annual  Subscriplion    Dplease  charge  lo  my: 

 Amencan  Express           VISA  Mastercard 

Accounl  #  Expiralion  dale  

CALL  TOLL  FREE  24  Hours  800-950-1535 

Make  check  payable  and  mail  to  The  Wine  Speitalor,  PO  Bu«         Manon.  OH  411(1S 
Allow  4-f)  weeks  tor  delivery  New  subsinben.  only  Ottet  valid  in  ihe  U  S  only 
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America's  largest  selling  wine  publication. 
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THE  ECONOMY  I 


DECEMBER  4,  198$ 


JUST  HOW  WEAK 
IS  THE  ECONOMY? 

THE  'SOFT  LANDING'  IS  GIVING  THE  U.S.  MORE  OF  A  BRUISING  THAN  EXPECTED 
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e  careful  what  you  wish  for. 

For  months  now,  economists, 
investors,  and  policymakers  have 
been  hoping  that  the  economy  would 
gently  drift  into  a  low-inflation,  slow- 
growth  state.  If  the  soft  landing  came  to 
pass,  that  would  mean  the  economy  had 
successfully  averted  the  familiar  denoue- 
ment of  most  expansions:  a  steady  climb 
in  prices  that  would  force  the  Federal 
Reserve  to  jack  up  interest  rates  and 
bring  on  a  recession. 

Well,  the  fabled  soft  landing  has  been 
with  us  for  a  few  months  now.  Trouble 
is,  it  doesn't  feel  so  good.  And  now,  with 
signs  of  weakness  in  many  sectors,  peo- 
ple are  beginning  to  wonder  if  it  isn't 
just  a  recession  in  disguise — or  whether 
recession  lurks  around  the  corner. 


For  now,  neither  seems  to  be  the  case. 
The  Fed  is  already  nudging  rates  lower, 
so  it's  unlikely  that  the  economy  will 
endure  two  consecutive  quarters  of  de- 
cline in  gross  national  product — the 
standard  definition  of  recession.  What's 
more,  structural  shifts,  from  the  way 
inventories  are  managed  to  the  en- 
hanced role  of  foreign  trade,  have 
helped  the  economy  weather  numerous 
jolts  over  recent  years. 
AFTERSHOCKS.  Nonetheless,  the  econo- 
my is  looking  pretty  weak.  Manufactur- 
ing, led  by  autos,  is  on  the  skids.  Corpo- 
rate spending  plans  are  being  cut. 
Consumers  aren't  flashing  their  credit 
cards  quite  so  readily.  More  particularly, 
the  South  Carolina  coast  and  Northern 
California  were  hit  by  natural  disas- 


ters— and  the  Boeing  Co.  strike  dentec 
industrial  output  (page  33).  Add  it  all  up^ 
and  the  economy  might  barely  eke  out 
17(  real  gains  in  output  over  the  next 
couple  of  quarters.  The  unemployment 
rate  may  even  inch  up.  "What's  the  dif- 
ference between  a  couple  of  quarters 
with  no  growth  or  with  GNP  up  half  a 
percentage  point?"  asks  Samuel  Kahan 
economist  at  Kleinwort  Benson  Govern- 
ment Securities  Inc.  in  Chicago.  "It  be- 
comes a  game  of  semantics." 

Whatever  you  call  it,  it  still  feels  pret- 
ty bad.  Take  manufacturing's  pulse,  for 
instance.  Since  March,  manufacturers 
have  slashed  137,000  jobs,  and  pretax 
profits  have  dropped  10%  from  1988  lev 
els.  By  far  the  biggest  hits  have  been  in] 
Detroit,  where  the  Big  Three's  sales  of 
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estically  made  cars  fell  to  a  5.4  mil- 
annual  rate  in  October  (charts), 
lbs  in  the  motor  vehicle  and  equip- 
t  sector  are  off  52,000  from  the  start 
le  year,  but  the  layoff  numbers  have 
1  bouncing  around.  In  October,  Gen- 
Motors  Corp.  had  11,838  employees 
emporary  layoff  and  38,283  on  indef- 
:  layoff,  with  no  specific  date  to  re- 

I  to  work.  In  mid-November,  Chrys- 
Corp.  reported  8,600  workers  on 
porary  and  indefinite  layoff, 
e  Ford  Motor  Co.  had  far 
sr  workers  off  the  payroll. 
;  HANDS.  The  job  losses  in  car- 
ing and  other  manufacturing 
traumatic— but  not  enough  to 
ige  the  economy  into  reces- 
.  The  137,000  jobs  eliminated 
the  decline  in  profits  pale  in 
parison  with  earlier  cutbacks, 
!rves  Stephen  S.  Roach,  econ- 
it  at  Morgan  Stanley  &  Co.  In 
)-86,  when  foreign  imports 
s  slashing  into  the  sales  of 
lestic  manufacturers,  cut- 
cs  and  restructuring  carved 
e  than  600,000  jobs  out  of  the 
lufacturing  total,  and  profits 
iged  40%.  Even  so,  the  U.  S. 
•ted  recession — in  large  mea- 
!  because  consumers  kept  on 
iding  at  a  healthy  pace.  Min- 
Dolis  Fed  President  Gary  H. 

II  says  that  experience  "sug- 
s  to  me  that  the  economy  can 
inue'to  move  forward  even 
I  soft  manufacturing." 
utside  of  autos.  Stern  and  oth- 
see  little  weakness  in  consum- 
;pending.  While  shoppers  are 
kely  to  match  the  5%  and  6% 
ual  growth  rates  of  the  mid- 
)s,  they're  still  spending.  Per- 
il consumption  expenditures, 
usive  of  autos,  grew  4%  in  the 
d  quarter.  Buyers  are,  howev- 
being  more  judicious,  hunting 
bargains  and  consistently  ex- 
:ing  low  prices. 

0  consumer  spending,  especial- 
)n  services,  will  continue  to 
7  growth  along,  though  not 
obustly  as  before.  Roger  Brin- 
,  chief  economist  at  DRI/ 
}raw-Hill,  predicts  that  con- 
iption  will  rise  about  2%  next 
r,  and  other  economists  expect 
ilar  gains.  There  could,  howev- 
be  a  few  surprises  on  tap: 
nomist  William  V.  Sullivan  Jr.  at 
m  Witter  Reynolds  Inc.  notes  that 
t  year's  Social  Security  cost-of-living 
istment  of  4.7%  could  add  $1  billion  a 
ith  to  spending.  Consumers  might 
»  spend  their  expected  windfall  from 
iller  tax  liabilities  on  1989  incomes, 
•ther  engines  of  growth  are  pinging, 
/ever.  Since  capacity  utilization  has 
n  falling,  manufacturers  are  likely  to 


scale  back  their  spending  plans.  Exports, 
which  went  a  long  way  toward  propel- 
ling growth  over  the  past  couple  of 
years,  are  beginning  to  lose  steam — and 
the  dollar's  strength  this  year  won't  help 
sell  more  U.  S.  goods  overseas.  And  re- 
straints on  federal  spending  will  act  as  a 
mild  drag  on  the  economy.  Employment 
growth  could  slow  to  about  100,000  a 
month,  with  all  the  gains  coming  in  ser- 
vices. Moreover,  the  unemployment  rate 
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could  rise  a  few  tenths  of  a  percentage 
point,  since  the  labor  force  will  presum- 
ably still  be  increasing  in  size. 

Adding  fuel  to  the  "this  must  mean 
recession"  argument  are  some  onetime 
events.  Hurricane  Hugo  probably 
knocked  $14  billion  out  of  profits  in  the 
third  and  fourth  quarters  of  this  year, 
says  Robert  G.  Dederick,  an  economist 
at  Northern  Trust  Co.  in  Chicago.  The 


chemical  plant  explosion  in  Texas 
knocked  about  0.1%  off  the  industrial 
production  index  in  October,  says  Mor- 
gan Stanley's  Roach.  And  the  Boeing 
strike,  which  idled  57,000  workers,  will 
probably  slice  more  than  half  a  percent- 
age point  off  fourth-quarter  GNP,  says 
Rosanne  Cahn,  economist  at  First  Bos- 
ton Corp.  Why  such  a  big  chunk  for  one 
company?  Boeing  was  cranking  out  $1.1 
billion  a  month  in  output,  and  airline 
assembly  is  not  something  that 
managers  can  just  step  in  and 
take  over. 

One  obvious  effect  of  all  these 
special  factors  is  that  once  they 
are  over,  a  small  bounce-back 
may  occur.  That  alone,  though, 
won't  make  up  for  weaknesses 
elsewhere.  What  most  will  assist 
the  economy  in  coming  months  is 
the  recent  easing  in  interest 
rates.  Indeed,  the  Fed's  stance 
even  has  such  pessimists  as  Allen 
Sinai  of  Boston  Co. — who's  ex- 
pecting a  mild  recession — con- 
vinced that  the  suffering  will  be 
brief.  "The  Fed  has  been  easing 
preemptively,  and  that's  one  rea- 
son we  won't  have  a  classical  re- 
cession," says  Sinai. 
'ANIMAL  SPIRITS.'  Housing's  ap- 
parent revival  is  yet  another  rea- 
son. Starts  jumped  12%  in  Octo- 
ber, and  DRi/McGraw-Hill  esti- 
mates that  residential  fixed 
investment  will  grow  at  a  127"  an- 
nual rate  for  the  next  few  quar- 
ters in  response  to  lower  mort- 
gage rates. 

With  rates  declining  and  hous- 
ing reviving,  this  just  isn't  shap- 
ing up  as  the  familiar  buildup  to 
recession.  The  overall  ratio  of  in- 
ventory to  sales  has  remained  at 
a  quite  manageable  1.5  months' 
worth  of  goods  for  every  month's 
worth  of  sales.  Even  the  auto 
makers,  it  seems,  are  learning  to 
bite  the  bullet  and  cut  production 
before  inventories  get  too  far  out 
of  line.  And  neither  prices  nor  in- 
terest rates,  despite  a  flurry  of 
worry  earlier  this  year,  have  sub- 
sequently climbed,  because  the 
typical  late-cycle  capacity  pres- 
sures and  overheating  just 
haven't  developed.  Indeed,  North- 
ern Trust's  Dederick  observes 
that  manufacturers,  beaten  by 
foreign  competition  in  the  mid-1980s, 
never  got  a  chance  to  develop  the  "ani- 
mal spirits"  that  characterized  their  be- 
havior in  past  economic  cycles. 

But  that's  0.  K.  Better  to  downshift 
for  a  slower  ride,  even  if  it's  a  crawl, 
than  to  be  jolted  by  a  sudden  stop. 

By  Karen  Pennar  in  New  York,  with 
Wendy  Zellner  and  James  B.  Treece  in  De- 
troit and  Mike  McNamee  in  Waskingtoti 
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DEFENSE I 


DICK  CHENEY'S  CHANCE 

TO  GET  THE  PENTAGON  IN  STEP 


The  clamor  for  cuts  will  help  him  discipline  the  chaotic  defense  budget 


The  Pentagon  money-raising  ma- 
chine, held  together  for  the  past 
five  years  with  chewing  gum  and 
baling  wire,  is  finally  breaking  down. 
Congress  has  been  funding  domestic 
programs  by  chipping  away  at  the  mili- 
tary's $300  billion  in  annual  spending. 
Now,  with  Soviet  leader  Mikhail  Gorba- 
chev proposing  arms  cuts  and  commu- 
nism retreating  in  Central  Europe,  the 
Bush  Administration  is  joining  the  bud- 
get-cutting chorus.  The  certain  result:  a 
painful  new  world  for  the  military  Es- 
tablishment and  the  defense  industry. 

Faced  with  mounting  congressional 
clamor  for  spending  reductions,  Defense 
Secretary  Richard  B.  Cheney  has 
launched  a  search  for  cuts  of  $10  billion 
to  $15  billion  for  fiscal  1991.  And  he's 
looking  at  reducing  planned  spending  by 
up  to  $180  billion  over  the  following 
three  years.  The  Pentagon  had  ear- 
marked about  $1.3  trillion  over  the  four- 
year  period.  "Congress  and  the  public 
are  talking  deep  cuts,"  says  analyst  Gor- 
don Adams  of  the  Defense  Budget  Proj- 
ect. "Cheney's  getting  out  front  and 
planting  the  flag.  He's  saying,  'Let  me 
do  it  my  way.'  " 

SCALED  BACK.  It's  unlikely  that  1992-94 
spending  will  actually  be  cut  as  much  as 
current  speculation  suggests.  Reduc- 
tions of  $100  billion  to  $120  billion  seem 
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more  probable.  But  even  the  Pentagon's 
strongest  backers  now  expect  that  mili- 
tary spending  over  the  next  few  years 
will  fail  to  keep  pace  with  inflation.  Sen- 
ator John  McCain  (R-Ariz.)  believes  that 
defense  spending  will  decline  2'7f  to  37'  a 
year  after  factoring  out  inflation  (chart). 

The  cuts  will  be  painful  for  defense 
contractors  and  for  regions  of  the  coun- 
try hooked  on  military  spending.  But  the 
new  fiscal  realities  give  Cheney  a  golden 
opportunity  to  bring  order  to  the  chaotic 
Pentagon  budget.  During  the  early  Rea- 
gan years,   military  spending  soared 
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without  much  thought  to  U.  S.  strateg 
needs.  Since  1985,  the  budget  has  bee 
trimmed  in  equally  willy-nilly  fashio  j 
"A  long-term  strategic  review  is  ove  •  -  ■ 
due,"  says  James  T^  Hackett  of  Tits'. p  " 
Systems  Inc.,  a  San  Diego  defense  coa'A* 
tractor.  "They  can  take  a  fresh  look 
where  we  are  and  where  we  are  going;(':|^ 

Cheney's  challenge  is  to  keep  contr' 
of  the  review  process.  The  Pentagon  y. 
going  through  the  motions  of  a  top-tf 
bottom  reappraisal,  but  most  outside  a 
alysts  fear  that  spending  decisions  wj 
still  be  shaped  by  interservice  rivalri 
and  heavy  lobbying  by  defense  contr; 
tors.  "There  has  been  absolutely 
thought  about  how  this  thing  is  going 
wind  down,"  says  Representative  Ma^ 
vin  Leath  (D-Tex.).  "What  they  are  g| 
ing  through  now  is  a  budget  exercis 
not  an  exercise  in  strategy."  | 

The  first  part  of  the  hunt  for  savini 
is  relatively  easy.  Much  will  come  fro 
force  reductions,  especially  troops  in  Ei 
rope  and  Asia,  including  South  Koreii' 
"The  fastest  way  to  pick  up  money  is 
cut  manpower,"  says  former  Defeni 
Secretary  Frank  C.  Carlucci.  Bush  is 
ready  negotiating  with  Gorbachev  ov< 
the  withdrawal  of  about  30,000  U 
troops  from  Europe.  But  the  big  bucipipaiiy 
are  in  slashing  whole  combat  divisio 
and  their  support  structures.  The  AB  three 
Force  is  thinking  about  scrapping  fh  irly 
fighter  wings,  while  the  Army  is  lookir  (ing 
at  eliminating  three  active-duty  divisioi 
and  two  National  Guard  divisions.  T]:pal,or 
Navy  may  once  again  mothball  its  Wor 
War  Il-vintage  battleships. 
ZAP  STAR  WARS?  Demobilizing  troops  < 
retiring  already  built  ships  not  only  o  rebyt 
fers  quick  results  but  is  also  much  les 
politically  painful  than  attacking  har 
ware  purchases.  Cheney  is  likely  to  d 
lay  some  weapons  programs  and  cijf 
back  others.  The  Strategic  Defense  Ir| 
tiative  will  be  one  tempting  target.  Tl 
Pentagon  currently  plans  to  spend  abo 
$33  billion  on  Star  Wars  through  199 
Holding  spending  to  the  current  level 
about  $3  billion  a  year  would  allow  tl  » 
Pentagon  to  "save"  about  $20  billion, 
big  step  toward  Cheney's  goal. 

Another  possible  target  is  Northrc 
Corp.'s  B-2  Stealth  bomber.  The  $5( 
million-a-plane  project  won't  be  kille- 
but  the  Air  Force  may  order  fewer  tha 
the  planned  132.  Work  on  the  A 
Force's  advanced  tactical  fighter,  dev« 
oped  by  rival  teams  headed  by  Northrc 
and  Lockheed  Corp.,  may  also  be  slowe^ 
In  the  past,  Cheney  has  argued  th; 
stretching  out  big-ticket  contracts 
more  costly  in  the  end.  But  the  Defenj 
chief  will  probably  swallow  his  misgi 
ings  and  back  the  policy. 

Despite  new  austerity,  only  a  handfi 
of  weapons  programs  may  be  killed  ou 
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ht  in  the  next  round  of  budget  cuts. 
11,  defense  contractors,  whose  stocks 
;  taking  a  pounding,  are  clearly  wor- 
d  (page  102).  "You  can  only  shift 
>und  the  small  things  so  long,"  says 
neral  Dynamics  President  Herbert  F. 
gers.  "It  will  work  for  one  or  two 
irs,  but  it  won't  work  for  five." 
Phat's  why  the  Pentagon  has  to  decide 


what  kind  of  wars  it  must  be  prepared 
to  fight — and  to  determine  the  men  and 
materiel  it  needs  to  do  the  job.  Handled 
properly,  the  reappraisal  could  let  the 
government  save  money — and  fashion  a 
more  effective  military  at  the  same  time. 

By  Howard  Gleckman,  with  Dave  Grif- 
fiths and  Seth  Payne  in  Washington  and 
bureau  reports 
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fHY  BOEING'S  HARD  LINE 
IDN'T  PAY  OFF 


avoided  a  15%  pay  hike  but  gave  bonuses  that  may  cost  just  as  much 


j^^hen  Boeing  Co.  headed  into 
I^AW  contract  negotiations  with  its 
W^m  58,000  machinists  two  months 
),  it  was  determined  to  establish  a 
nciple:  Hold  down  wages  and  pay 
re  in  the  form  of  onetime  bonuses, 
ich  don't  push  up  base  pay  levels. 
»Ianagement  more  or  less  got  its  way. 

Nov.  20,  the  International  Associa- 
1  of  Machinists  (lAM)  voted  by  more 
,n  81%  to  accept  Boeing's  latest  offer 
1  end  the  six-week  strike.  But  the 
npany  paid  a  steep  price.  Although 
ge  gains  will  be  limited  for  the  life  of 

three-year  contract,  the  new  deal 
irly  doubles  the  onetime  bonuses  that 
eing  initially  offered, 
n  the  end,  the  pact's  cost  is  likely  to 
lal,  or  even  exceed  slightly,  a  secret, 
t-minute  union  proposal  made  just 
irs  before  the  walkout  began  on  Oct. 
"I  think  they've  wound  up  paying 
re  by  trying  to  pay  less,"  says  Tom 
ker,  president  of  lAM  District  751  in 
ittle  and  the  chief  union  negotiator. 
T  OF  TOUCH.  It  seems  clear  that 
eing  misjudged  the  mood  of  its  work- 
.  The  company  didn't  know  how  to 
;  out  of  a  strike  that  it  didn't  expect. 
1983  and  again  in  1986,  when  Boeing 
nt  through  a  rough  patch,  it  persuad- 
the  lAM  to  take  bonuses  instead  of 
ge  hikes.  This  time,  Boeing's  $80  bil- 
1  backlog  of  orders  and  record  profits 
,de  union  members  hungry  for  more, 
t  company  negotiators  knew  that 
ny  workers,  especially  younger  ones, 
3d  the  fat  bonus  check  that  comes 
)und  Christmastime.  So  it  made  what 
I  leaders  considered  to  be  a  low  offer: 
wage  increases  over  three  years, 
itinued  cost-of-living  adjustments 
>LA),  and  two  bonuses  totaling  11%. 
Phe  union  came  back  with  the  last- 
nute  offer  of  15%  on  wages,  which  it 
.de  secretly  through  the  federally  ap- 
nted  mediator,  Douglas  P.  Hammond, 
eing  officials  turned  it  down,  sure 
it  the  rank  and  file  would  take  their 
'er.  When  it  didn't,  Boeing  miscalcu- 


lated again.  In  the  first  week  of  the 
strike,  the  company  still  believed  union 
leaders  cared  more  about  a  wage  hike 
than  many  members.  So  it  refused  to 
increase  its  last  offer. 

The  result:  a  five-week  deadlock.  Fi- 
nally, Hammond  stepped  in  with  a  deal 
that  allowed  both  sides  to  save  face.  In 
an  unusual  move  for  a  mediator,  Ham- 
mond put  his  own  proposal  on  the  table. 
He  suggested  leaving  the  wage  increase 
at  10%.  But  he  urged  Boeing  to  speed  up 
the  COLA  payments  so  that  workers 
would  see  a  big  pay  hike  right  away. 
Those  payments,  based  on  an  estimated 


the  lump-sum  bonuses  and  benefits  such 
as  vacation  pay.  Also,  Boeing  boosted 
the  total  bonus  payments  to  19%;'.  And  it 
reduced  mandatory  overtime,  a  big  is- 
sue, to  144  hours  a  quarter  from  200. 

Boeing  retained  its  principle  of  keep- 
ing the  ratio  of  wages  to  bonuses  low — 
but  at  quite  a  cost.  It  saved  five  percent- 
age points  on  a  wage  hike,  the  differ- 
ence between  the  10%-  it  now  will  pay 
and  the  15%-  the  lAM  wanted.  But  it  will 
cough  up  an  additional  8%'  in  bonuses. 
The  company  says  it  figures  a  3%-  bonus 
costs  about  the  same  as  a  Ifo  wage  in- 
crease— so  that  extra  8%-  bonus  would 
be  equivalent  to  a  2.6%  pay  hike.  Add  at 
least  2%'  to  3%  more  for  the  speeded-up 
COLA  payments,  depending  on  how  high 
inflation  actually  runs.  Put  it  all  togeth- 
er, and  Boeing  probably  is  paying  the 
extra  5%-  the  union  sought  six  weeks 
ago.  "It  looks  like  it  was  pretty  close  to 
a  wash  with  the  last  union  offer,"  says 
Wolfgang  Demisch,  an  aerospace  ana- 
lyst at  UBS  Securities  Inc. 

Boeing  insists  that  it  has  protected  its 
long-term  interests.  "This  contract  will 
allow  us  to  remain  competitive  in  global 
markets,"  says  Larry  McKean,  Boeing's 
chief  negotiator.  But  the  company  didn't 
save  any  money  through  1992.  And  it 
may  not  even  have  done  much  to  ad- 
vance its  desire  for  bonuses  over  wage 
hikes.  The  iam  walkout  proved  success- 
ful:  Fewer  than  .5%   of  the  workers 


STRIKING  WORKERS:  FEWER  THAN  5%  OF  IAM  MEMBERS  CROSSED  THE  PICKET  LINE 


annual  inflation  rate  of  about  57f,  will  be 
paid  at  the  beginning  of  each  year,  rath- 
er than  at  yearend. 

As  a  result,  iam  workers  will  get  an 
immediate  9%o  pay  hike:  4%c  from  the 
wage  boost,  plus  5%  from  COLA.  They 
will  receive  similar  payments  again  in 
the  contract's  second  and  third  years. 
The  COLA  payments  also  will  be  used  at 
the  beginning  of  each  year  to  calculate 


crossed  the  line.  So  Boeing  may  feel  that 
it  got  its  fingers  burned. 

Since  analysts  believe  that  Boeing  is 
probably  at  the  peak  of  its  boom  right 
now,  its  ability  to  take  a  strike  may  also 
have  topped.  Given  all  this,  company  of- 
ficials may  be  less  willing  to  rush  into  a 
battle  of  principle  when  the  next  con- 
tract talks  roll  around. 

By  Aaron  Bernstein  in  New  York 
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TAKEOVERS I 


FOR  CRAIG  McCAW, 
IT'S  DO-OR-DIE  TIME 


How  badly  does  he  want  LIN?  This  is  the  future  of  our  business' 


THE  BATTLE  FOR  LIN  BROADCASTING 
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NOV.  20:  McCaw  offers 
to  pay  up  to  $1 50  o 
shore,  tlireotens  to  seek 
LIN  board's  ouster 
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•EXCEPT  MONDAY,  NOV  20 


DAW;  BRIDGE  INfORMAIlON  SYSTEMS  INC.,  BW 


It  should  surprise  no  one  that  the  bat- 
tle for  control  of  LIN  Broadcasting 
Corp.  has  dragged  on  for  so  long. 
McCaw  Cellular  Communications  Inc. 
and  rival  BellSouth  Corp.  are  acutely 
aware  of  the  value  of  lin's  cellular  tele- 
phone franchises  in  such  big  cities  as 
New  York,  Los  Angeles,  and  Houston. 
McCaw  seemed  to  gain  the  upper  hand 
on  Nov.  20,  when  it  vowed  a  fight  to 
oust  lin's  board  of  directors  if  its  sweet- 
ened offer  of  $150  a  share  for  41.6%  of 
lin's  stock  is  spurned.  Along  with  its 
current  holdings,  that  would  give 
McCaw  51%  of  LIN  and  clear  sailing  to 
buy  the  rest  of  the  stock  in  five  years. 

LIN  Chairman  Donald  A.  Pels  respond- 
ed coolly,  saying  the  offer  would  be  con- 
sidered on  a  timely  basis.  That's  just  a 
legal  nicety:  Pels's  long-standing  aver- 
sion to  dealing  with  McCaw  Chairman 
Craig  0.  McCaw  isn't  likely  to  change. 
Behind  the  scenes,  Pels  and  his  advisers 
are  trying  to  shore  up  support  for  LIN's 
existing  merger  plan  with  BellSouth, 
which  is  set  for  a  shareholder  vote  on 
Jan.  12.  And  if  that  effort  falls  flat.  Pels 
won't  hesitate  to  ask  BellSouth  to  enrich 
its  proposal  a  second  time. 

BellSouth  is  understandably  reticent 
about  showing  its  hand.  For  now,  the 
Atlanta-based  Baby  Bell  is  insisting  that 
its  plan  to  merge  its  cellular  operations 
with  lin's,  spin  off  LIN's  broadcast  prop- 


erties to  LIN  shareholders,  and  pay  them 
a  special  $42-a-share  dividend  from 
funds  generated  by  new  LIN  borrowings 
is  still  worth  more  long-term  than 
McCaw's  new  offer. 

That  argument  no  longer  flies  with 
money  managers  such  as  Frederick  A. 
Moran  of  Moran  Asset  Management 
Inc.,  a  large  holder  of  LIN  shares  who 
had  been  backing  BellSouth.  The  latest 
McCaw  proposal  has  pushed  the  price 
for  LIN  so  high  that  Moran  calls  it  "ex- 
cellent"— and  one  he  would  settle  for. 
RETOOLING?  BellSouth's  dealmaker, 
Vice-President  Pierce  J.  Roberts,  has  lit- 
tle choice  but  to  take  his  offer  back  to 
the  shop  for  retooling.  Among  his  op- 
tions: bid  for  all  of  LIN,  toss  BellSouth's 
overseas  cellular  businesses  into  the 
deal,  increase  the  special  dividend,  or 
strengthen  the  price  guarantees  for  LIN 
shareholders  if  they're  bought  out  by 
BellSouth  in  the  future.  Roberts  won't 
provide  details  but  hints:  "We've  got 


Says  BellSouth's  Roberts: 
'We've  got  more  aces  in 
the  hole  and  more  ways  to  do 
this  deal'  than  McCaw 
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more  aces  in  the  hole  and  more  ways  1i 
do  this  deal  than  they  do." 

Craig  McCaw  doesn't  agree.  He  pe 
suaded  both  senators  from  his  ho: 
state  of  Washington  to  sponsor  legist 
tion  that  could  limit  cellular  purchase 
by  the  Baby  Bells.  He  has  solicited  aiiii§OVc 
opinion  from  Arthur  Andersen  &  C(lr^ 
that  questions  BellSouth's  tax-accounP 
ing  assumptions.  And  he  has  laid  plai  , 
for  a  battle  to  oust  lin's  board.  P^'fj 

Underscoring  the  importance  McCai  :® 
puts  on  winning  control  of  LIN,  the  noi 
mally  press-shy  executive  has  even  tal 
en  to  the  hustings  to  argue  his  cas( 
"This  is  the  future  of  our  business, 
once-in-a-lifetime  opportunity,"  he  tol 
BUSINESS  WEEK.  "You  can't  build  a  n£ 
tional  network  without  access  to  Ne^ 
York,  Los  Angeles,  and  other  big  cities, 
where  Bell  companies  are  already  er 
trenched  competitors.  In  fact,  McCa\ 
appeared  to  be  only  half  jesting  when  h 
suggested  that  if  he  loses,  he  might  cor 
sider  selling  his  company  to  a  Baby  Bel 
DOLLAR  SIGNS.  Given  that  type  of  life-oi 
death  thinking,  McCaw's  offer  to  pa; 
$3.4  billion — $625  million  more  than  h 
was  willing  to  part  with  a  month  earli 
er — for  the  LIN  shares  makes  sense 
Why  not  buy  the  whole  thing?  Fear  o 
too  much  debt.  Even  for  a  highflier  sucl 
as  Craig  McCaw,  piling  the  additional  $- 
billion  in  debt  on  to  his  company's  al 
ready  leveraged  balance  sheet  would  b( 
a  huge  stretch.  Never  profitable,  McCaw 
Cellular  has  borrowed  heavily  in  antici 
pation  of  cashing  in  on  a  cable  TV-styl 
bonanza  once  the  industry  matures 

BellSouth  also  sees  a  big  payoff.  Th( 
proxy  statement  that'll  soon  go  to  U> 
shareholders  will  claim  that  Pels's  tean 
is  the  best  in  the  business.  That  help; 
explain  why  BellSouth  is  willing  to  con 
tribute  more  potential  customers  to  the 
merger  than  LIN  and  still  get  just  a  50^ 
stake.  "If  you  believe  cellular  is  the  tele 
communications  play  for  the  '90s,  ther 
you  vote  for  our  deal,"  says  Roberts. 

Wall  Street  loves  this  type  of  back 
and-forth  play.  LIN's  share  price  has  ris 
en  about  13%  (chart)  since  McCaw  first 
came  after  LIN  last  June.  At  some  point 
however,  the  music  must  stop.  Bell 
South's  conservative  board  may  eventu 
ally  decide  to  pass.  Or  McCaw  could  find 
that  its  ability  to  borrow  has  a  limit. 
Already,  Martin  G.  Hyman  at  Booz  Al 
len  &  Hamilton  Inc.  worries  that  McCaw 
may  have  bid  too  much.  Hyman  figures 
that  for  McCaw's  deal  to  work,  it  will 
have  to  reach  a  25%  market  penetration 
without  a  sag  in  prices.  With  competing 
technologies  on  the  horizon  just  one  risk 
that  seems  unlikely.  The  only  victory  in 
this  battle  may  prove  to  be  Pyrrhic. 

By  Chuck  Hawkiris  in  Atlanta  and  Rob 
ert  D.  Hof  in  San  Francisco 
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lAY  BE  AHEAD  FOR  BRAND  X 


ing  over  ads  that  name  rivals  is  easier,  thanks  to  changes  in  U.  S.  law 


ast  February,  when  Wilkinson 
Sword  Inc.  launched  its  Ultra  Glide 
Hrazor  in  the  U.  S.  to  compete  with 
lette  Co.'s  Atra  Plus,  it  wasn't  shy. 
Ikinson  hailed  the  shaving  system  as 
le  smoothest,  most  comfortable  shave 
>sible,"  and  declared  that  "in  a  recent 
t,  men  preferred  it  to  Gillette."  But 
lette  had  a  snappy  reply  of  its  own:  It 
?d  Wilkinson  and  its  ad  agency  for 
se  advertising. 

^lore  businesses  than  ever  are  run- 
g  to  court  when  rivals  mention  their 
>ducts  in  ads  or  promotions  (table), 
d  now,  they  could  be  embroiled  in 
m  meaner,  more  frequent  fights.  On 
V.  16,  little-noticed  changes  in  the  fed- 
il  law  governing  false  advertising  be- 
n  making  it  easier  for  competitors  to 
i,  raising  the  stakes  for  advertisers 
i  ad  agencies.  Comparative  claims 
ill  become  more  risky,"  says  Elaine  S. 
iss,  general  counsel,  Ogilvy  &  Mather, 
rhe  changes  stem  from  a  1988  law 


that  sharply  revised  the  federal  trade- 
mark statute — the  first  big  change  in 
more  than  four  decades.  Advertising 
lawyers,  such  as  Thomas  J.  McGrew  in 
Washington,  D.  C.,  say  the  "single  most 
important  change"  covers  what  many 
saw  as  an  illogical  technicality:  Under 
the  old  law,  some  courts  had  ruled  that 
companies  could  only  be  liable  for  false 
advertising  when  they  misrepresented 
their  own  products — regardless  of  what 
they  claimed  about  a  competitor's 
brands.  Now,  misleading  statements 
about  another's  products  are  actionable. 
DAMAGE  CONTROL.  The  change  could 
help  outfits  such  as  the  Oil  Heat  Insti- 
tute of  Oregon,  which  last  year  unsuc- 
cessfully sued  Northwest  Natural  Gas 
Co.,  a  public  utility.  Even  though  a  fed- 
eral judge  found  that  Northwest  had 
falsely  compared  the  delivery  service  of 
natural  gas  {"24-hour  uninterrupted  de- 
livery") to  that  of  heating  oil  ("oil  deliv- 
ery must  be  arranged  with  oil  compa- 


ny"), she  threw  the  suit  out  because 
Northwest's  misrepresentation  only  con- 
cerned oil  heating  and  not  natural  gas. 

Winners  now  have  a  better  chance  to 
get  damages  because  another  revision 
entitles  them  to  recover  defendants' 
profits,  up  to  three  times  the  plaintiffs' 
damages,  and,  in  exceptional  cases,  at- 
torney's fees.  Before,  the  law  generally 
allowed  damages,  but  only  two  courts 
have  granted  big  awards.  In  July,  after 
a  61-day  trial,  a  federal  judge  in  Wash- 
ington, D.  C,  ordered  Ralston  Purina 
Co.  to  pay  $10.4  million  to  Alpo  Petfoods 
Inc.  for  lying  about  its  dog  food.  In  1986, 
a  federal  appeals  court  in  California  up- 
held a  $40  million  award  against  now- 
bankrupt  Jartran  Inc.  for  ads  aimed  at 
U-Haul  International  Inc. 

While  suits  attacking  a  competitor's 
ads  began  appearing  in  the  early  1970s, 
experts  say,  their  pace  has  picked  up 
only  recently.  Typically,  the  cases  stem 
from  efforts  by  newer  entrants  to  wrest 
sales  from  the  market  leader.  They're 
often  intense  and  costly:  In  nasty  battles 
between  big  companies,  legal  fees  can 
hit  $200,000  a  month.  Many  fights  get 
settled  fast,  but  some  last  years. 
COST-EFFECTIVE.  The  tussles  may  seem 
silly  to  outsiders,  but  rivals  take  them 
quite  seriously.  Consider  the  MCI-AT&T 
advertising  war.  On  Oct.  10,  MCI  sued 
AT&T  in  federal  court  in  Washington, 
D.  C,  attacking  its  comparative  cam- 
paign and  seeking  treble  damages  and 
other  relief.  One  AT&T  ad  especially  ran- 
kled MCI:  It  shows  a  photograph  of  the 
world,  but  with  Europe  missing — a  key 
area,  it  claims,  of  MCI  expansion.  AT&T 
says  the  ad  intended  to  show  that  MCI 
doesn't  serve  many  places  worldwide — 
unlike  AT&T.  On  Oct.  26,  AT&T  sought 
a  dismissal  of  MCl's  case  and  lodged 
countercharges. 

Norman  Proulx,  chief  executive  of 
Wilkinson  N.  A.,  defends  the  "hundreds 
of  thousands"  spent  fighting  Gillette,  in- 
cluding fees  run  up  during  a  five-day 
trial  in  September  for  which  a  ruling  is 
pending.  He  adds:  "It  was  worth  the 
time,  the  energy,  and  the  expense  for  it 
to  be  recognized  by  consumers  and  the 
press  . . .  that  [Ultra  Glide]  was  worthy 
of  this  type  of  aggressive  action." 

Not  all  experts  expect  the  trademark- 
law  amendments  to  spur  many  more 
new  cases.  Kenneth  A.  Plevan,  a  New 
York  lawyer  for  Gillette,  says  suits  and 
self-policing  methods  already  had  been 
rising  because  the  merger  boom  "put 
additional  pressures  on  the  bottom  line." 

Maybe  so.  But  even  some  advertising 
lawyers  wonder  whether  the  cases  do 
any  good.  As  Steven  E.  Levitsky,  a  law- 
yer for  Wilkinson,  puts  it:  "Both  sides 
end  up  feeling  that  they've  gotten 
screwed."  Their  lawyers,  though,  end  up 
feeling  a  whole  lot  richer. 

By  Michele  Galen  in  New  York 


f  IGHTING  OVER  AD  CLAIMS  IN  COURT 

GILLEnE  V.  WILKINSON  SWORD  In  a  suit  in  federal  court  in  New  York,  Gaiette  attacks  as 
'false,  exaggerated  and  unsubstantiated'  ads  claiming  superiority  for  Wilkinson's  Ultra 
Glide  blades.  Wilkinson's  countercharges  accuse  GUlette  of  antitrust  violations 

IKCI  COMMUNICATIONS  V.  AT&T  In  a  suit  filed  in  October  in  federal  court  in  Washington, 
D.C.,  MCI  seeks  to  stop  an  AT&T  ad  campaign  aimed  at  MCI  that  claims  that  AT&T's 
long-distance  and  other  services  are  better  and  cheaper.  In  a  countersuit,  AT&T  accuses 
MCI  of  misleading  consumers  about  the  price,  quality,  and  reach  of  its  services 

AlPO  PETPOODS  V.  RALSTON  PURINA  In  July,  a  federal  judge  in  Washington,  D.C.,  as- 
sessed $10.4  million  in  damages  against  Purina  for  falsely  advertising  that  its  Puppy 
Chow  brand  could  help  dogs  avoid  or  ease  a  common  liip-joint  condition.  Purina  is  appeal- 
ing. The  judge  also  said  Alpo  had  engaged  in  false  advertising  by  claiming  that  veterinari- 
ans preferred  its  Puppy  Food  formula  two-to-one  over  Puppy  Chow 

DATA:  BW 
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AIRLINES  I 


IT'S  NOT  EVEN  FLYING  YET, 
AND  ALREADY  THERE'S  A  FLAP 


Skinner  may  challenge  Discovery  Airway's  financing  as  too  foreign 


PRESIDENT  STRAIGHT:  AIMING  FOR  A  SHARE  OF  HAWAII'S  INTERISLAND  MARKET 


In  the  world  of  U.  S.  megacarriers, 
Honolulu-based  Discovery  Airways 
Inc.  is  barely  a  blijj — in  fact,  it  hasn't 
yet  started  flying  planned  routes  among 
the  Hawaiian  islands.  But  even  before  it 
is  airborne,  this  startup  has  become  a 


challenge  for  Transportation  Secretary 
Samuel  K.  Skinner.  He  has  made  it  clear 
that  he's  watching  for  any  attempts  to 
circumvent  the  rule  limiting  foreign 
ownership  of  a  U.  S.  airline  to  257< . 
What  could  turn  Discovery  into  a  hot 


potato  for  Skinner  is  its  financing.  Oj 
about  $9  million  in  capital.  Discovery  has  '  ,^ 
raised  $8  million,  or  89%,  in  nonconvert 
ible  debt  from  the  wholly  owned  Hawai 
ian  subsidiary  of  Nansay  Corp.,  a  Japa- 
nese  real  estate  developer  with  holdings 
in  the  South  Pacific.  The  $1  million  irl 
common  equity  comes  from  Philip  Yj 
Ho,  a  U.  S.  citizen — and  president  oil 
Nansay's  Hawaii  unit.  Ho  controls  157<r 
of  Discovery's  voting  stock  and  has  ^-f  "'^' 
board  seat.  Two  former  managers  froni 
Continental  Airlines  Inc.,  Discoverj  '■^"^'^^ 
Vice-Chairman  Franco  Mancassola  anc 
President  Donald  E.  Straight,  are  set  '^f^"-^' 
ting  up  the  airline.  ' 
'ILLUSORY  WALLS.'  Discovery's  certifica-  '^-'"^^ 
tion  request  has  been  before  the  TranS'  I''"* 
jtortation  Dept.  since  July,  and  the  carri- 
er's  attorneys  have  just  filed  a  motior 
for  expedited  action.  The  regulators  ard 
not  commenting,  but  Hawaiian  Airlines 
Inc.  and  Aloha  Airlines  Inc.  loudly  op-] 
pose  certification.  They  charge  that  Dis-j 
covery  is  skirting  the  rules  regarding 
foreign  ownership. 

It's  true  that  Nansay  does  not  own 
any  Discovery  stock.  But  Aloha  and  Ha-] 
waiian  argue  that  because  Nansay  has 
put  up  most  of  Discovery's  capital,  anc 
because  its  local  representative  holds 
most  of  the  common,  the  Japanese  firm 
could  run  the  show.  "They're  trying  to 
build  illusory  walls  to  make  it  look  like  m 
control  is  onshore,"  gripes  J.  Thomas 
Talbot,  who  along  with  former  baseball 


UTStlHI 


MERV  GRIFFIN  MAY  GROUND 
THE  SEAPLANES  M/AHII  VICE  MADE  FAMOUS 


Times  are  tough  for  Florida's  air- 
lines. Braniff  is  grounded.  East- 
ern is  in  Chapter  11.  And  Chalk's 
International  Airlines  Inc.  may  soon  be 
a  thing  of  the  past. 

Though  they  might  not  know 
the  name,  millions  of  Americans 
hooked  on  Miami  Vice  reruns 
would  recognize  Chalk's  seaplanes, 
to  Miami  what  cable  cars  are  to 
San  Francisco.  But  now,  the  air- 
line's owner — Merv  Griffin's  trou- 
bled Resorts  International  Inc. — 
wants  out.  "It's  just  not  feasible  to 
run  the  seaplanes  anymore,"  says 
Chalk's  Chairman  Robert  D.  Pelo- 
quin.  Chalk's  four  17-seat  Grum- 
man Mallards,  built  in  the  1940s, 
are  handsome  craft,  but  they  can- 
not fly  at  night,  and  spare  parts  are 
tough  to  find. 

Aviator  Arthur  '  Pappy"  Chalk 
founded  Chalk's  in  191;j  to  ferry  rum- 
runners, fishermen,  and  honeymooners 


between  Miami  and  the  Bahamas. 
Among  his  well-known  passengers:  Al 
Capone  and  Richard  M.  Nixon.  Chalk's 
planes  got  national  exposure  as  the 
props  in  plenty  of  sham  gunfights  on 


Vice.  A  pilot  was  wounded  for  real  in  a 
1972  hijacking  to  Cuba. 

Chalk,  who  died  in  1977,  sold  the  air- 
line in  1968.  Resorts  purchased  it  in 
1974  from  the  Internal  Revenue  Ser- 


vice, which  had  seized  it  from  the  prior 
owner  in  a  tax-evasion  case.  Today, 
Chalk's  flies  only  to  Bimini,  the  Baha- 
mian island  east  of  Miami,  gathering 
estimated  revenues  of  just  over  $3  mil- 
lion. A  separate  Resorts  fleet  of  three 
modern  Boeing  Dash  7  turboprops  flies 
to  Paradise  Island. 

LIFESAVER.  Closing  Chalk's  would  be 
more  than  a  sentimental  loss  to  Bimini. 
The  island's  2,700  residents  depend  on 
the  service  to  Miami,  where  they 
load  up  on  food  and  sundries.  "It's 
going  to  hurt  bad,"  says  Glenroy 
Stuart,  who  manages  a  Bimini 
scooter-rental  shop.  Resorts  may 
start  a  Bimini  run  with  the  Dash 
7s,  but  islanders,  who  have  no  boat 
ferry  to  Miami,  say  the  service  will 
not  be  as  convenient. 

Resorts'  Peloquin  would  prefer 
to  sell  the  refurbished  planes  and 
Miami  terminal  as  a  package,  but 
no  serious  negotiations  for  a  sale 
are  under  way.  Unless  a  buyer  ap- 
pears or  Miami  Vice  is  unexpectedly 
revived.  Chalk's  will  splash  into  Bis- 
cayne  Bay  for  the  last  time  on  Dec.  15. 

By  Antonio  N.  Fins  in  Bimini,  with 
Irene  Recio  in  Miami 
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RY  SKINNER 


missioner  Peter  V.  Ueberroth  is  rais- 
U.  S.  capital  to  buy  Hawaiian, 
ashington  legislators  and  lawyers 
ivatching  the  case.  "I  see  this  as  the 
test  of  Skinner's  policy  on  foreign 
srship,"  says  Morris  R.  Garfinkle,  a 
linent  Washington  aviation  lawyer 
the  firm  of  Galland,  Kharasch, 
se  &  Garfinkle. 

Skinner  certifies  Discovery  as  it  is, 
igners  may  find  it  much  easier  to 
3t  heavily  in  larger  U.  S.  carriers, 
ner,  though,  has  already  interpreted 
foreign-ownership  rules  broadly.  In 
Northwest  Airlines  Inc.  acquisition, 
orced  KLM-Royal  Dutch  Airlines  to 
)ack  its  share  of  the  cash  investment 
1  57%  to  25%',  even  though  KLM  had 
5%  of  the  voting  stock. 

IN  CHARGE?  But  Budget  Director 
ard  Darman  and  Treasury  Secretary 
Nicholas  F.  Brady 
saw  Skinner's  stance 
on  KLM  as  a  serious 
departure  from  the 
Administration's  poli- 
cy of  promoting  free 
markets  and  foreign 
investment.  That  con- 
flict means  that  Dis- 
covery "will  be  a  test 
of  who's  calling  the 
shots — DOT  or  the 
White  House,"  ac- 
cording to  Represen- 
e  James  L.  Oberstar  (D-Minn.),  head 
le  House  aviation  subcommittee, 
iscovery's  executives  don't  see  the 
lection  between  KLM  and  Nansay — 
is  a  major  airline  investing  in  a  po- 
ial  rival,  while  Nansay  is  a  developer 
wants  to  guarantee  air  transport 
customers  of  its  planned  Hawaiian 
rt.  "You  have  to  draw  the  line  in  a 
lie  different  place,'"  contends 
ight.  And  Ho  swears  he  will  not 
i  Discovery's  managers  around:  "I'll 
;he  pros  do  the  work,"  he  says. 
I  their  Nov.  20  filing.  Discovery's  at- 
eys  listed  some  possible  concessions: 
^  stock  could  be  put  in  a  voting  trust 
a  disinterested  U.  S.  trustee  named. 
Ho  and  other  Nansay  representa- 
3  might  agree  not  to  serve  on  the 
"d — a  proposal  that  Ho  says  he  was 
aware  was  in  the  filing, 
^ithout  certification.  Discovery  has 
ned  its  launch  dat«  back  to  Jan.  15, 
)  losing  out  on  part  of  the  peak  win- 
season  that  ends  in  April.  The  com- 
y  had  projected  a  $1.9  million  profit 
556  million  in  1990  sales.  Now,  a  loss 
11.5  million  is  possible, 
ven  if  it's  certified.  Discovery  faces 
jh  odds:  Since  deregulation,  nine  Ha- 
ian  startups  have  gone  bankrupt  or 
I  out.  But  before  it  competes  in  the 
tids,  it  must  win  in  Washington. 
y  Jonathan  B.  Leinne  in  San  Francisco 
Seth  Payne  in  Washington 


COMPUTERS  I 


HACKERS:  IS  A  CURE 
WORSE  THAN  THE  DISEASE? 


Blocking  their  mischief  could  mean  crippling  computer  networks 


is  friends  knew  Robert  Morris  Jr. 
as  a  reclusive  computer  wizard. 
I  They  had  no  inkling  that  his 
name  would  flash  across  the  nation's 
front  pages  last  year  as  the  alleged  mas- 
termind of  a  rogue  computer  program 
that  brought  the  country's  foremost  sci- 
entific information  network  to  its  knees. 

The  government  hopes  to  make  an  ex- 
ample of  the  24-year-old  Cornell  Univer- 
sity graduate  student  at  his  trial,  sched- 


ACCUSED  HACKER:  MORRIS  COULD  BE 
SENTENCED  TO  FIVE  YEARS  IN  PRISON 


uled  to  start  on  Nov.  29  in  Syracuse, 
N.  Y.  Morris  stands  accused  of  infecting 
Internet,  a  network  that  researchers  use 
to  swap  their  findings,  with  a  "virus" 
that  copied  itself  repeatedly  and  used  up 
much  of  the  memory  of  computers 
linked  to  the  network.  He  has  pleaded 
not  guilty.  It's  the  biggest  case  ever 
brought  under  a  1986  federal  computer 
law  and  stands  as  a  clear  warning  to 
"hackers"  who  pride  themselves  on  their 
ability  to  prowl  unmolested  through 
some  of  the  nation's  biggest  computers. 

The  trial  is  the  most  public  part  of 
Uncle  Sam's  low-intensity  war  on  hack- 
ers. The  less  visible  conflict,  with  com- 
mand posts  in  the  Pentagon  and  at  uni- 
versities, has  bogged  down  into  pretty 
much  of  a  stalemate,  with  nearly  imper- 
ceptible gains. 

The  biggest  problem  is  that  in  at- 
tempting to  protect  computer  networks, 


the  government  could  end  up  killing 
them  off.  Hardliners,  mostly  at  the  Pen- 
tagon, would  like  to  limit  access  to  net- 
works and  insulate  them  with  added  lay- 
ers of  security. 

But  such  cures  may  be  worse  than  the 
disease.  Internet  was  supposed  to  allow 
government  and  university  scientists  to 
exchange  information  as  freely  as  possi- 
ble. Restricting  access  to  the  network 
could  create  a  perfectly  secure  system 
that  no  researcher  would  want  to  use. 
"The  problem  is,  how  do  we  increase 
security  without  shutting  down  access?" 
says  Richard  D.  Pethia,  coordinator  of 
the  Computer  Emergency  Response 
Team  (CERT),  a  kind  of  high-tech  SWAT 
unit  that  the  Pentagon  set  up  at  Carne- 
gie Mellon  University's  Software  Engi- 
neering Institute  a  week  after  the  Inter- 
net virus  made  headlines. 

CERT  isn't  in  the  business  of  pondering 
philosophical  issues,  though.  So  far,  the 
team  is  spending  much  of  its  time  on 
such  thankless  tasks  as  trying  to  track 
down  unauthorized  entries — usually 
without  success — and  informing  net- 
work users  of  security  breaches  and 
safety  procedures.  But  it  has  not  tried  to 
limit  broad  access  to  networks. 
'NO  NUKES.'  In  the  interim,  invasions 
have  continued  unabated.  Over  the  past 
year,  computer  hackers,  many  of  whom 
have  used  the  same  electronic  back 
doors  that  Morris  allegedly  exploited, 
have  broken  into  Internet  more  than  two 
dozen  times,  says  CERT.  "It's  amazing," 
says  Ian  Murphy,  a  hacker  turned  com- 
puter-security consultant.  Internet  is 
"still  getting  raped  almost  every  day." 

In  one  incident,  an  unidentified  pro- 
grammer infected  thousands  of  govern- 
ment and  research  computers  with  what 
has  become  known  as  the  "No  Nukes 
Worm,"  a  type  of  computer  virus.  The 
worm  flashed  a  message  on  NASA  com- 
puter screens  that  read,  in  part:  "Worms 
Against  Nuclear  Killers."  NASA  officials 
believe  the  illegal — and  apparently 
harmless — entry  was  meant  to  protest 
the  Oct.  20  launch  of  the  space  shuttle 
Atlantis,  which  was  carrying  a  nuclear- 
powered  pay  load. 

The  government's  computer-security 
watchdogs  are  counting  on  the  Morris 
trial  to  send  a  message  that  hackers  will 
heed.  If  convicted,  Morris  would  face  a 
maximum  sentence  of  five  years  in  pris- 
on and  a  $250,000  fine.  Morris'  lawyer, 
Thomas  A.  Guidoboni,  won't  discuss  his 
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defense  strategy.  The  government,  for 
its  part,  may  try  to  use  the  defendant's 
own  words  against  him.  Prosecutors  are 
studying  a  lecture  he  gave  in  April,  1987, 
19  months  before  the  virus  was  loosed. 
At  the  request  of  his  father,  a  National 
Security  Agency  computer  expert,  Mor- 
ris gave  officials  of  the  supersecret 
agency  a  talk  on  computer  security,  in- 
cluding a  discussion  of  how  to  infiltrate 


a  computer  without  getting  caught. 

If  Morris  is  convicted  and  draws  a 
stiff  sentence,  it  could  strip  hacking  of 
even  more  of  its  glamour.  Although 
tracking  down  unauthorized  entries  is 
difficult,  such  after-the-fact  punishment 
may  be  the  best  deterrent.  Limiting  ac- 
cess to  thwart  hackers  may  be  too  high 
a  price  to  pay  for  computer  security. 

By  Mark  Lewyn  in  Washington 


FOREIGN  INVESTMENT  I 


A  SILICON  VALLEY  PLUM 

MAY  DROP  IKTO  TAIWAN'S  LAP 


Wyse  Technology  is  ailing — but  it  could  shine  on  the  Taipei  exchange 


Quietly,  with  none 
of  the  fireworks 
that  have  marked 
Japan's  U.  S.  shopping 
spree,  Taiwanese  capital 
is  flowing  into  America. 
One  deal  in  the  making 
exemplifies  the  strategy 
behind  Taiwan's  invest- 
ment push.  In  a  move  that 
could  bolster  computer  ex- 
ports and  also  generate  a 
huge  financial  windfall,  a 
Taiwanese  business-gov- 
ernment consortium  is  negotiating  a 
.$170  million  rescue  of  Wyse  Technology, 
one  of  Silicon  Valley's  best-known  mak- 
ers of  terminals  and  personal  computers. 

For  years,  Taiwanese  investors  have 
limited  their  U.  S.  acquisitions  mostly  to 
real  estate.  Now,  they're  expanding 
their  horizons.  The  deals  aren't  captur- 
ing front-page  headlines,  since  few  Tai- 


wan companies  can  afford 
investments  of  $100  mil- 
lion or  more.  But  armed 
with  a  portion  of  Taiwan's 
$73  billion  in  foreign  ex- 
change reserves,  Taiwan- 
ese outfits  are  filling  stra- 
tegic gaps  in  technology, 
raw  materials,  and  mar- 
keting expertise  (table). 

Computer  maker  Acer 
Inc.  blazed  the  trail  in 
1987,  when  it  paid  $4.4 
million  for  startup  Coun- 
terpoint Computers  Inc.  In  August,  Con- 
tinental Engineering  Co.  completed  one 
of  Taiwan's  biggest  acquisitions  to  date, 
purchasing  Pittsburgh's  American 
Bridge  Co.  for  as  much  as  $100  million. 
The  former  USX  Corp.  subsidiary  had  a 
hand  in  building  the  Empire  State  Build- 
ing and  the  Houston  Astrodome.  Taiwan 
has  even  helped  with  the  thrift  bailout: 


TAIWAN'S  GROWING 
U.S.  INVESTMENTS 


U.S.  target 

Taiwan  buyer 

Amount 

Millions  of  dollars 

WYSETECHHOIOGY 

Investor  group 
including  Mitac 

$140  to  $170 
(not  complete) 

AMERICAN  BRIDGE 

Continental 
Engineering 

70  to  100 

EIGHT  TEXAS  S&U 

Pacific  Electric 
Wire  &  Cable 

37.5 

PRINCETON  PUBLISHING  LABS 

Acer 

NA 

COUNTERPOINT  COMPUTERS 

Acer 

4.4 

— 


Taipei's  Pacific  Electric  Wire  &  Cati 
Co.  last  year  bought  eight  ailing  Tex:j 
savings  and  loan  associations,  renamirj 
them  Pacific  Southwest  Bank. 

Wyse  confirms  that  it's  talking  to  ■< 
unidentified  buyer  about  a  transaction 
$10  a  share.  The  stock  has  jumped  fro 
5%  in  August  to  near  10  on  speculati( 
that  an  agreement  is  imminent.  "The 
are  no  showstoppers  that  we  know  of 
says  a  source  close  to  the  deal.  If 
comes  off,  it  will  be  Taiwan's  first  pu 
chase  of  a  U.  S.-listed  company  and  i 
largest  foreign  acquisition  ever. 

Wyse  could  use  some  help.  Founded 
1981  by  Hong  Kong-born  Bernard  1 
Tse  and  his  Taiwan-born  wife,  Grac 
Wyse  shot  up  to  $457  million  in  sales 
fiscal  year  1988.  Its  big  success  was 
terminals,  for  which  it  has  nearly  50% 
the  U.  S.  market.  But  the  company  n 
into  trouble  after  branching  into  the  l 
business  in  1985.  It  laid  off  15%  of  i 
workers  in  January  and  has  lost  mom 
for  four  successive  quarters. 
'UNBELIEVABLE.'  For  the  Taiwanese  co 
sortium,  which  includes  Mitac  Inc.,  tl 
country's  second-largest  computer  ma 
er,  the  Wyse  deal  is  more  than  just 
chance  to  rescue  a  company  with  a  b 
factory  in  Taiwan.  Mitac  has  been  tryir 
fur  years  with  little  success  to  sell  i 
brand-name  computers  in  the  U.  S.  Tl 
linkup  with  Wyse,  which  sells  its  P( 
through  Businessland  Inc.,  could  gi\ 
Mitac  direct  access  to  a  worldwide  disti 
bution  network. 

But  the  real  lure  for  the  Taiwanei 
may  be  financial.  The  market  valu( 
Wyse,  quoted  on  the  New  York  Stoc 
Exchange,  at  about  $148  million.  If  tl 
Taiwanese  were  to  delist  it  in  New  Yoi 
and  list  it  in  Taiwan,  where  values  ai 
soaring,  it  could  be  worth  more  than  $1 
billion.  Acer,  a  similar  company,  has 
Taipei  market  value  of  three  times  sale 
and  Wyse's  fiscal  1989  sales  were 
million.  "There's  an  unbelievable  art 
trage  opportunity,"  says  a  former  Wys 
official. 

Although  Mitac  and  Wyse  would  pro 
ably  continue  as  separate  entities,  tl 
Taiwanese  would  hardly  be  passive  i; 
vestors.  Taiwan  newspapers  have  repor 
ed  that  investors  plan  to  install  Morr 
Chang  as  Wyse's  new  chairman.  Chan 
is  head  of  the  government's  prestigioi 
Industrial  Technology  Research  Insi 
tute  and  formerly  president  of  Gener; 
Instrument  Corp.  in  New  York. 

As  Wyse's  relatively  modest  pru 
demonstrates,  Taiwan's  overseas  inves 
ments  won't  reach  Japan's  level  anytin' 
soon.  Still,  the  pace  is  sure  to  accelerat 
It  makes  sense:  From  Taipei,  the  U. 
looks  full  of  bargains. 
By  Dori  Jones  Yang  in  Taipei  and  Maria  Shi 
in  San  Francisco,  with  bureau  reports 
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GOVERNORS  I 


GIN  ANYBODY  GOVERN 
WEST  VIRGINIA? 


The  embattled  Gaston  Caperton  can't  stop  economic  erosion 


When  Gaston  Caperton  was 
elected  governor  a  year  ago, 
West  Virginians  were  praying 
he  could  raise  the  state  from  the  eco- 
nomic slag  heap.  Voters  believed  he  had 
the  right  connections — without  the  politi- 
cal baggage.  A  genial  newcomer  to  pub- 
lic office,  Caperton  nonetheless  is  a 
Democrat  in  a  state  where  only  one  Re- 
publican holds  statewide  office.  And  the 
49-year-old  also  is  a  millionaire  insurance 


up  her  seat  in  the  state  legislature  to 
campaign  for  her  husband. 

More  damaging,  however,  was  the 
suit's  allegation  that  she  was  defrauded 
when  Caperton  rearranged  his  insurance 
businesses  before  running  for  office. 
She  claims  the  moves  diluted  the  value 
of  her  107<  interest  in  McDonough  Ca- 
perton Insurance  Group,  a  family-owned 
insurance  broker  that  Caperton  built  to 
$32.5  million  in  revenues  from  $240,000 


have  been  disappearing  because  of  ne 
labor-saving  machinery  and  the  shift  ;  j 
mining  to  Western  states.  Since  197:i 
West  Virginia  has  lost  6  of  10  coal  job  ; 

The  state's  nagging  financial  difficu) 
ties  have  obscured  Caperton's  early  aj 
complishments.  During  his  first  thrft, 
months,  he  cajoled  lawmakers  into 
proving  sweeping  reforms  to  help  psit 
off  last  fiscal  year's  $500  million  in  uit 
paid  state  bills.  He  reorganized  150  di^ 
partments  into  seven  and  cut  more  that 
$100  million  in  annual  state  spending 
And,  of  course,  he  pushed  through  nea| 
ly  $400  million  in  new  taxes.  The  bel 
tightening,  says  David  L.  Grubb,  direJ 
tor  of  West  Virginia  Citizen  Actio] 
Group,  "was  a  courageous  feat." 

Caperton  also  won  passage  of  a  toug 
new  ethics  law.  He  believes  it  will  finall 
clean  up  the  state's  endemic  political  coi 


CAPERTON  AND  EX-WIFE  DEE:  A  MISS  AMERICA  RUNNER-UP  AND  FORMER  STATE  LEGISLATOR,  SHE  CLAIMS  HER  POPULARITY  WON  HIM  THE  ELECTIOI 


man  with  financial  savvy.  At  first,  Ca- 
perton looked  like  a  miracle  worker. 

But  it  didn't  take  long  for  the  fresh- 
man governor  to  fall  out  of  favor.  Ac- 
cording to  the  latest  state  poll,  just  23% 
said  Caperton  is  doing  a  good  or  excel- 
lent job.  West  Virginians  are  rankled 
that  he  broke  a  campaign  vow  and 
raised  sales  taxes  on  food  and  gasoline. 
Worse,  the  state  economy  is  sluggish, 
and  tax  revenues  are  seen  falling  $42 
million  short  of  projections.  To  balance 
the  budget,  the  governor  on  Nov.  13  im- 
posed an  emergency  3%  cut  in  state 
spending.  Admits  Caperton:  "The  prob- 
lems are  a  lot  worse"  than  expected. 
DIRTY  LINEN.  Adding  to  his  woes.  Caper- 
ton's  image  took  a  beating  from  a  nasty 
breakup  with  his  former  wife,  Dee.  In 
August,  she  alleged  in  a  lawsuit  that  he 
used  her  popularity  to  get  elected  while 
at  the  same  time  plotting  to  divorce  her. 
Dee,  the  46-year-old  daughter  of  a  for- 
mer state  Supreme  Court  justice  and  a 
runner-up  to  Miss  America  1965,  gave 


in  1963.  The  governor  flatly  denies  the 
allegations.  His  ex-wife,  who  could  not 
be  reached  for  comment,  settled  the  di- 
vorce out  of  court  for  an  estimated  $12 
million,  a  source  close  to  her  says. 

Personal  problems  aside,  Caperton  is 
dogged  by  the  state's  anemic  economy. 
West  Virginia's  8.1%  unemployment 
rate,  although  it  has  been  declining 
slightly,  remains  the  nation's  worst.  De- 
spite Caperton's  efforts  to  attract  new 
companies  and  promote  tourism,  the 
state  remains  highly  dependent  on  min- 
ing. Ironically,  coal  production  last  year 
was  the  highest  in  two  decades.  But  jobs 


Caperton  has  cut  spending, 
punished  mismanagement, 
and  paid  off  debt — but  his 
approval  rating  is  dismal 


ruption.  But  federal  prosecutions  go  or 
In  the  past  four  months,  the  two  mos 
recent  senate  presidents  and  the  senafc 
majority  leader  resigned  after  pleadinj 
guilty  to  taking  payoffs  from  gamblinj 
interests  or  lobbyists.  In  some  case: 
mismanagement  has  been  almost 
crime.  Last  July,  the  treasurer  steppe* 
down  after  being  impeached  for  misman 
aging  the  state's  investment  fund,  pro 
ducing  trading  losses  of  $340  million.  T 
recover  some  of  that.  West  Virginia  oi 
Oct.  23  sued  several  Wall  Street  firms 
seeking  $100  million  in  damages. 

Caperton  still  has  three  years  to  provi 
himself  a  savior,  and  he's  not  ready  U 
throw  in  the  towel.  "We're  a  lot  bette: 
off  than  we  were  last  year,"  he  argues 
But  some  frustrated  West  Virginiani 
are  beginning  to  wonder  if  the  state  cai 
be  governed  at  all.  In  a  recent  editorial 
David  J.  Greenfield,  editor  of  th( 
Charleston  Daily  Mail,  offered  one  so 
lution:  "Ask  Virginia  to  take  us  back." 
Bt/  Michael  Schroeder  in  Pittsburg} 
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Free-for-AU  at  your  IBM  dealer. 


"No  payments 
till  next  year! 


Howre  you  going  to  do  it? 


Your  IBM  dealer  is  now  offering  over  $500  worth  of  free  software,  a  liig  rebate,  delavvd 
payments  and  instant  credit.  All  in  time  for  holiday  gift-giving.  If  you  like  a  good 
•Free-for-Ali:"  see  your  IBM  dealer.  Oetr.ber  I.         to  January  15,  1000. 

Free  software  for  work  or  play.  Buy  an  IBM  Personal  Svstem/2'  Model  25. 
Model  30.  Mod.^l  30  286.  Mod.-I  50  Z  or  Mod.-!  55  -S\  and  DOS  or  08/2;  and  yotn-  f  r.-.> 
software  k\l  includes:  Andrew  Fohias'  Mnnoging  }our  Money  '  and  7fi.v  Cut.'"  to  hel[) 
with  your  business  and  personal  finances;  King's  Quest  IV  '  and  Hoyle ' "s  Hook  of  (joines. 
for  hours  of  entertainment;  and  Microsoft  '  Uorks.  the  all-in-one  word  processing, 
spreadsheet,  data  base  and  communications  tool  for  home  use  or  to  help  you  run  a 
growing  business. 

A  generous  rebate.  Buy  the  PS/2  Model  55  SX  and 
DOS  or  OS/2,  and  you'll  have  the  power  of  386  SX^"  technology 
right  at  your  fingertips,  all  that  free  software — plus  a  $200 
rebate  tucked  away  in  vour  pocket. 

Instant  credit.  You  can  buy  your  PS/2  without  using  c; 
your  own  credit  card.  The  IBM  Credit  Corporation  credit 
card  provides  instant  credit  to  all  qualif  ied  buyers. 

No  payments  until  February  1990. 

^Xith  IBM's  instant  c  redit  card,  you  can  walk 
out  with  your  PS/2,  and  walk  away  from 
payments  until  next  year.  For  th<'  name  of  the 
nearest  IBM  Authorized  Dealer  with  the""Free-for-AII 
deals,  call  1  800  IBM-2468,  ext.  !Q2. 


IBM.  Personal  Sysiem/2.  PS/2  and  OS/2  are  registered  trademarks  of  IBM  Corporation  Microsoft  is  a  registered  trademark  of  Mpcrosoft  Corporation  Managing  Your  Money  is  a  registered  trademark  and  Tax  Cut  is  a  trademark 

ot  MECA  Ventures.  Inc  Kings  Quest  is  a  registered  trademark  of  Sierra  On-Line.  Inc  Hoyle  is  a  trademark  used  under  license  from  Hoyle  Produas.  a  division  of  Brown  &  Bigelow.  inc  386  SX  is  a  trademark  of  Intel  c  IBM  Corp  1989 
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TYING  UP  ASIAN  PHONE 
RIVALS  WITH  TARIFFS 


►  It  took  nearly  a  year,  but 
AT&T's  complaint  about  for- 
eign-based phone  makers 
dumping  equipment  in  the 
U.  S.  seems  to  have  paid  off. 
On  Nov.  20,  the  International 
Trade  Commission  said  it  is 
prepared  to  assess  punitive 
tariffs  on  small  business  tele- 
phone systems,  private-branch 
exchanges,  and  related  equip- 
ment imported  from  Japan 
and  Taiwan. 

AT&T  lodged  its  complaint 
last  Dec.  28  and  was  joined  by 
Comdial,  a  Charlottesville 
(Va.)  telephone  equipment 
maker.  They  charged  that 
Japanese  and  Taiwanese  sup- 
pliers had  sold  phone  equip- 
ment in  the  U.  S.  at  prices 
substantially  below  what  they 
were  charging  in  their  home 
markets.  The  ITC  ruling, 
which  could  be  appealed, 
clears  the  way  for  the  U.  S. 
Customs  Service  to  levy  tar- 
iffs of  as  much  as  179%  on 
certain  Japanese  and  Taiwan- 
ese products. 


GE:  THE  ASSET  PLAY'S 
NO  LONGER  THE  THING 


►  After  spending  more  than 
$19  billion  on  acquisitions 
over  the  past  10  years.  Gener- 
al Electric  Chief  Executive 
Jack  Welch  now  thinks  his 
company's  own  stock  is  the 
best  available  investment.  GE 
announced  on  Nov.  17  that  it 
would  buy  back  $10  billim 
worth  over  the  next  fivf 
years.  The  stock  jumped  two 
points,  to  59 Mz,  on  the  news. 
The  announcement  may  her- 
ald a  new  era  at  GE,  with 
Welch  changing  his  focus  to 
managing  what  he  owns — not 
buying  more. 


D&B  SWALLOWS 
MORE  SOFTWARE 


►  Comparison  shopping  is 
nearly  a  thing  of  the  past  in 
the  mainframe  software  busi- 
ness. In  the  latest  of  a  series 


of  consolidations  in  the  indus- 
try, Atlanta-based  Manage- 
ment Science  America  said  on 
Nov.  20  that  it  had  agreed  to 
be  acquired  by  Dun  &  Brad- 
street,  the  information-ser- 
vices company  that  swallowed 
mainframe  software  maker 
McCormack  &  Dodge  in  1983. 

D&B  will  pay  $18.50  per 
share,  or  $333  million,  for 
MSA,  including  the  5%  of  the 
company  that's  owned  by  IBM. 
The  MSA  deal  comes  close  on 
the  heels  of  another  big  main- 
frame software  buyout — last 
September's  acquisition  of 
Cullinet  Software  by  Comput- 
er Associates  International. 


IHIANCHORACC  TIMES 
WON'T  BE  A-CHANGIN' 


►  Veco,  an  Anchorage-based 
oil-field  services  company,  has 
long  been  a  major  player  in 
Alaskan  politics.  It  just  cor- 
nered more  clout  by  purchas- 
ing the  Anchorage  Titnes, 
once  the  state's  dominant 
newspaper,  for  an  undisclosed 
price.  Since  California- 
based  McClatchy  Newspapers 
bought  the  Anchorage  Daily 
News  in  1979,  the  Times  has 
been  in  eclipse,  losing  adver- 
tising and  readers  to  its  long- 
time rival. 

Publisher  Robert  Atwood, 
82,  bought  the  Times  in  1935 
and  in  the  past  54  years  has 
used  it  to  champion  develop- 
ment in  Alaska.  Most  recent- 
ly, it  has  advocated  opening 
the  Arctic  National  Wildlife 


YOU'VE  HEARD  OF  HOSTILE  TENDER  OFFERS . . . 


The  press  office  at  New  York 
University's  Leonard .  N.  Stern 
School  of  Business  is  normally  a 
bustling  place,  under  constant 
telephone  barrage  from  report- 
ers seeking  expert  opinions  on 
the  financial  news  of  the  day. 
But  office  intern  Tim  Halloran, 
a  film  student  with  an  obvious 
flair  for  the  dramatic,  wasn't 
prepared  for  the  question  posed 
by  a  Canadian  newshound.  "I 
just  talked  to  a  reporter  who  wants  to  find  out  about  the  rash 
of  murders  in  accounting,"  he  exclaimed  to  his  boss,  Susan 
Combe.  "And  she's  serious." 

Combe  had  never  heard  of  such  a  thing.  Accountants  maj 
not  be  good-time  Charlies,  but  was  someone  really  out  for  theii 
blood?  Combe  picked  up  the  phone.  "What's  this  about  mur 
ders  in  accounting?"  she  asked  the  reporter.  The  question  was 
met  with  gales  of  laughter.  "No,  no,  no,"  said  the  reporter, 
"my  story  is  about  the  rise  in  accounting  mergers." 


Refuge  to  oil  exploration.  No 
wonder  Veco,  which  in  1988 
was  fined  a  record  $28,000  for 
violating  state  campaign  fi- 
nance laws,  expects  to  make 
few  editorial  changes  when  it 
takes  over  on  Dec.  14. 


SEABROOK'S  FATE  IS 
SEALED— OR  IS  IT? 


►  Talk  about  turning  up  the 
heat.  Northeast  Utilities  won 
Public  Service  of  New  Hamp- 
shire after  a  two-month  bid- 
ding war  that  catapulted  the 
price  from  $1.9  billion  to 
$2.3  billion.  The  big  draw: 
Seabrook,  the  still-unlicensed 
nuclear  power  plant  whose 


cost  overruns  pushed  PSN 
into  Chapter  11  nearly  tw< 
years  ago.  With  Seabrook,  N 
will  gain  the  region's  las 
major  source  of  additiona 
power  and  solidify  its  positio 
as  New  England's  larges 
utility. 

But  the  fighting  may  not  b 
over  yet.  NU  still  has  to  pas; 
muster  with  federal  eneri 
and  securities  regulators.  Am 
New  England  Electric  Syste 
wants  to  block  the  merger  o 
antitrust  grounds.  Should  th 
merger  be  delayed  beyonc] 
next  July,  Northeast  Utilitie; 
proposes  a  two-stage  payoui| 
giving  creditors  stock  in  a  re 
organized  psnh.  NU  woulc 
buy  back  the  shares  at  a  pre 
established  price  once  th( 
merger  cleared. 


BIG  DOLLARS  TO 
DUNKIN'  DONUTS 


►  Dunkin'  Donuts  said  or 
Nov.  17  that  it  would  sell  ou' 
to  Britain's  Allied-Lyons 
probably  ending  its  seven 
month  battle  to  fend  off  Can 
ada's  Unicorp.  Allied-Lyons 
which  makes  Tetley  teas  am 
Baskin-Robbins  ice  cream 
will  pay  $47.25  a  share  ii 
cash,  or  $325  million — $15  mil 
lion  higher  than  the  Unicorj 
offer  that  forced  Dunkin'  t< 
seek  a  white  knight. 
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TWA  offers  a  separate  Business 
Class  cabin  on  every  widebody. 

Business  people  want  to  fly  in 
Business  Class. 

This  is  not  exactly  a  trade  secret. 
Yet,  it's  amazing  how  many  airlines 
don't  take  this  simple  fact  seriously 

TWA  dees.  With  97  Business 
Class  flights  a  day  to  major  U.S. 
cities,  we  take  Business  Class  very 
seriously  indeed. 

That's  97  chances  to  enjoy  the 


comforts  and  amenities  of  what  we 
call  Ambassador  Classf  The  separate 
cabin.  The  spacious  seats.  The  extra 
legroom.  Fine  meals  served  on  china 
and  linen.  Complimentary  cocktails 
and  entertainment. 

So  if  you  think  you  deserve  Busi- 
ness Class,  call  your  travel  agent,  or 
TWA  at  1-800-221-2000,  and  fly  with 
the  one  airline  that  agrees  with  you. 


Today's  TWA 
Find  out  how  good  we  really  are! 


AIG  Issues  Foru  m  I 

WhytheEurop 
Treedom  of  Services^'ii 

business  hei 

If  twel\t  nations  of  Europe  can 
function  as  one  by  1992,  why  cant  50 
states  do  the  same? 

Theres  something  funny  going  on, 
altbiough  no  ones  laughing. 

As  the  countries  of  the  European 
Economic  Community  behave  more 
Uke  a  single  market  m  1992  and  beyond, 
the  50  states  here  at  home  behave 
sometimes  more  like  medieval  fiefdoms. 

At  AIG,  we  think  its  time  to  talk  about 
the  problem,  at  least.  And  see  what  might  be 
done  to  solve  it.  Now,  before  1992  gets  here. 

Freedom  of  services  benefits  the  consumer. 

At  the  heart  of  the  transformation  of 
the  European  Common  Market  is 
something  called  "freedom  of  services." 

This  means  companies  established  to 
do  business  under  one  Common  Market 
country  will  be  able  to  do  business 
in  any  other  member  country-a  concept 
known  as  "mutual  recognition"- 
without  having  to  be  established  there. 

The  result  is  a  more  dynamic,  compet- 
itive and  efficient  marketplace  with  less 
bureaucracy  And  better  products  and 


Tiveli  e  different  European  countries  will 
etentually  hatv  one  set  of  standards 

services  at  lower  cost  to  consumers. 

Meanwhile,  back  at  the  ranch.  .. 

We  don't  have  freedom  of  services  here 
at  home.  For  example,  each  state,  from 
Maine  to  California,  is  still  imposing 
regulations  piecemeal  on  the  insurance 
industry,  which  is  increasingly  national 
and  international  in  scope. 
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Today,  before  an  insurer  can  deliver  an 
nsurance  policy  to  a  client  who  does 
lusiness,  say,  in  40  states,  it  takes  a 
mall  truck  to  distribute  all  the 
)aperwork  brought  about  by  regulatory 
edundancy  among  the  various  states. 

Which  adds  to  the  cost  of  doing 
)usiness.  And  to  the  price  consumers 
iltimately  pay  for  goods  and  services. 

THERE'S  GOT  TO  BE  A  BEHER  WAY. 

What's  needed,  it  seems  to  us,  is 
omething  along  the  lines  of  what's  trans- 
)iring  in  Europe. 

It  is  clearly  in  the  consumers'  interest  to 
:ontinue  regulation  of  auto  and  home- 
)wners  insurance  on  a  state-by-state  basis. 

For  commercial  and  industrial  insur- 
mce,  however,  where  coverages  often 
ipply  to  risks  across  the  country,  why 
lot  borrow  from  the  European  model 
md  allow  insurers  to  conduct  business 
lationwide  according  to  the  laws  of  their 
lome  state? 

This  type  of  regulatory  reform  isn't 
something  that's  going  to  happen 
overnight.  But  given  the  benefits- to  the 


consumer,  to  business,  to  America's 
economic  well-being- we  feel  it's  worth 
talking  about. 
Now,  before  1992  gets  here. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
mdustrial  insurance  in  America,  and  the 
leadmg  U.S. -based  international  insurer 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy 

We  believe  it's  essential  to  start  a 
dialogue  with  people  like  yourself  to 
help  our  nation  compete  more 
effectively 

Let  your  elected  officials  know  what 
you  think.  Or  let  us  know  what  you 
think.  Write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 


Woridieaders  in  insurance 
and  financial  services. 


Odw^j/jie?i£?iejmde  for  tlx  office.  Ours  are  made  for  pegpk. 
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Hike  an\"  presenuitic  )n     Change  the  color.     Higliliglit  impomnt 
gi'aptiic.  ^  '  captions. 


Reduce  it 


Re-proponion  it. 


Convert  it  to 

an  ()\'erhead. 


And  knock  out 
B&\\sat30q)m 


Gre-at  cokjr 
on  plain  paper 
at  an  affordable 
prrice 


You've  just  pre\1e\\'ed  the 
Panasonic '  digital  color  copier. 

Presenting  the  FP-Cl.  &om  PanasonJc 
BccaLse  it's  digital,  you'll  be  able  to  custc -  •..  ■  -r:.   :  ' 
preser^aiicfii  Because  it  doesblack-&-'WT..:f.- ..: ; .  :.v.i^  zr:  r..:..".-.  .. 
sa\t  the  cost  of  a  second  copier.  Because  it  s  so  eas\"  to  use.'    11  be  able  to 
-  J"  •  •.•-rr°v'er  copies  are  neecied.  Because  it  has  a  ?ri:z""  ?2per  path  and 
^  -    -roprietar."  color  iranscnption  lechnolog;.    _    '  r.'e  fe.v  paper 
^Tis  and  off-regsitT  copies, 
-^.r.allv.  because  it  s  v)  affordable  ^r^u'D  'u?tif."  the  purrhase  2.  .  /.-s^ 
dian  ym  wjuld  digial  c:  '    '  t-  :    ■  _  r     :  S4O.1MJ. 

The  FP-Cl.  Itbnr.j:-  _ .  _  ...  ."t  .-r_-  ..:.  tDanyofBoe. 
-  '  'Jie  name  of  ^mi  nearest  Panasonic  autncHized  dealer,  call 
v'l-hf  1-800-44" -4-00. 

Copitrs.  LOfu/juit-n.  rrinters.  Peripherals. 
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IfILL  THE  GOP  TRIP  ITSELF 

S  IT  BACKPEDALS  ON  ABORTION? 


ne  thing  you  can  say  for  the  Republicans:  When  faced 
^Jiwith  a  problem,  they  don't  waste  time  wringing  their 

hands.  After  the  disastrous  1989  elections — when  a 
;klash  by  pro-choice  voters  helped  cost  the  GOP  the  gover- 
•ships  of  Virginia  and  New  Jersey — party  operatives  have 
eady  settled  on  a  strategy  for  handling  the  explosive  new 
itics  of  abortion. 

simply  put,  the  Republicans  will  try  to  have  it  both  ways, 
isident  Bush,  who  has  already  vetoed  four  bills 
^r  abortion  language,  plans  to  take  a  hard  line, 
nding  by  pro-life  loyalists.  At  the  same  time, 
national  party  is  signaling  state  and  local  GOP 
ididates  that  it's  0.  K.  to  be  pro-choice,  too. 
>  LITTLE,  TOO  LATE?  GOP  strategists  also  hope  to 
ft  the  battleground.  They  regard  the  running 
ht  in  Congress  over  federal  funding  of  abor- 
1  in  cases  of  rape  and  incest  as  a  political 
)ility.  Instead,  they  want  to  move  to  state  capi- 
5  and  fight  for  restrictions  designed  to  keep 
)rtion  from  being  used  as  a  woman's  primary 
ans  of  birth  control.  Issues  such  as  requiring 
•ental  notification  before  a  teenager  gets  an 
)rtion  "have  been  lost  in  the  war  over  a  wom- 
s  right  to  choose,"  says  GOP  pollster  V.  Lance 
■ranee.  "Not  everyone  agrees  on  every  restriction,  but  just 
)ut  every  poll  shows  that  the  electorate  is  about  35%-  strong- 
aro-choice,  35%  strongly  pro-life,  and  30%  somewhere  in  the 
idle." 

>ouble  is,  all  of  this  may  be  too  little,  too  late.  Republican 
ategists  think  the  abortion  issue  is  sure  to  hurt  them  in  the 
lO  elections.  And  a  nasty  public  battle  over  anti-abortion 
guage  in  the  1992  party  platform  also  looks  certain, 
iush  gave  his  new  two-track  approach  a  try  during  a  Nov. 

trip  to  Chicago  and  Providence  to  stump  for  two  GOP 
igresswomen  running  for  the  Senate.  Just  a  week  earlier. 

President,  at  a  tense  White  House  meeting,  told  Represen- 
ives  Lynn  M.  Martin  (R-Ill.)  and  Claudine  Schneider  (R- 
I.),  along  with  other  pro-choice  GOP  women  leaders,  that  he 


wouldn't  soften  his  anti-abortion  positions.  But  on  the  road, 
Bush  spoke  of  how  Martin  "thinks  like  I  do."  Schneider,  he 
said,  "sometimes  disagrees  with  her  party.  But  I  always  know 
exactly  where  she  stands,  right  by  her  principles." 

Bush,  who  mastered  such  codespeak  in  the  1988  campaign, 
is  obviously  uncomfortable  with  the  abortion  issue.  "But,"  he 
says,  "I  know  that  our  party  is  big  enough  to  have  people  in  it 
who  differ  on  the  question."  The  President  has  been  on 
different  sides  himself,  moving  from  firmly  pro- 
choice  in  1980  to  hard  pro-life  during  the  1988 
campaign. 

'WAFFLING  ISN'T  SMART.'  The  GOP  was  caught  off- 
guard  by  the  radical  shift  in  the  politics  of  choice 
after  the  Supreme  Court  last  summer  broadened 
states'  rights  to  restrict  abortions.  A  number  of 
once  strongly  pro-life  politicians  got  into  trouble 
trying  to  scramble  to  the  middle  ground.  For 
individuals,  "waffling  isn't  smart  anymore.  You 
just  make  everybody  angry,"  says  William 
Schneider  of  the  American  Enterprise  Institute. 

Bush,  maintains  White  House  Deputy  Chief  of 
Staff  Andrew  Card,  "is  sending  a  signal.  Republi- 
cans who  are  pro-choice  should  not  abandon  the 
party.  It's  an  issue  that  each  individual  candidate 
addresses." 

What  the  emerging  strategy  won't  do,  however,  is  win  the 
support  of  younger,  educated  women  for  anti-abortion  Repub- 
lican candidates.  "I  don't  think  anyone  should  tell  me  what  I 
should  or  shouldn't  do  with  my  body,"  says  caterer  Melissa 
Stewart,  28,  who  attended  a  $250-a-head  Martin  fund-raiser  in 
Chicago. 

That  intensity  worries  GOP  strategists.  "If  you  let  the  Demo- 
crats talk  about  choice  and  you  don't  respond,  you'll  lose," 
warns  former  Reagan  aide  Gary  Bauer.  Gloats  Democratic 
strategist  Robert  S.  Strauss:  "There  are  going  to  be  a  lot  of 
Republican  women  who  will  go  into  the  voting  booth  and  never 
tell  their  husbands  what  they  did." 

By  Douglas  Harbrecht  in  Providence 


PITAL  WRAPUPI 


OUSING 


rhe  nation's  private  mortgage  insur- 
ers have  a  word  of  advice  for  the 
3vernment:  Do  yourself  a  favor  and 
ay  out  of  our  business.  Congress  this 
3ar  has  raised  the  ceiling  on  mort- 
iges  underwritten  by  the  Federal 
ousing  Administration,  to  $125,000 
■om  $101,250.  And  housing  and  mort- 
age banking  interests  are  expected  to 
ash  next  year  for  legislation  that 
ould  allow  the  FHA  to  insure  mort- 
ages  at  up  to  95%  of  the  median  home 
rice  in  each  area  of  the  nation.  This 
as  the  Mortgage  Insurance  Cos.  of 
merica  worried  about  competition  in 
le  business  of  guaranteeing  large 


home  loans.  So  the  trade  association 
recently  released  a  study  showing  that 
default  rates  are  much  higher  on  mort- 
gages of  more  than  $90,000  than  on 
smaller  loans. 

TAXES  

Like  many  a  citizen,  the  Justice  Dept. 
has  decided  it  needs  help  with  its 
tax  problems.  Justice  plans  to  hire  out- 
side contractors  to  assist  it  in  the  labo- 
rious task  of  preparing  criminal  tax 
cases  for  trial.  The  Internal  Revenue 
Service,  which  turns  criminal  cases 
over  to  Justice  for  prosecution,  is 
amending  its  rules  to  allow  private  con- 
tractors access  to  sensitive  individual 
tax  information. 


LIABILITY 


Under  the  banner  of  boosting  U.  S. 
competitiveness,  business  may  fi- 
nally make  headway  next  year  in  its 
long-stalled  crusade  to  ease  product- 
liability  laws.  The  White  House  has 
told  Vice-President  Dan  Quayle's  Com- 
petitiveness Council  to  develop  a  re- 
form proposal.  Early  signals  are  that 
the  Administration  will  back  the  ap- 
proach of  Senator  Robert  W.  Kasten 
Jr.  (R-Wis.),  who  would  replace  50 
state  liability  laws  with  uniform  feder- 
al standards.  Kasten  has  dropped  a 
provision,  opposed  by  trial  lawyers, 
that  would  impose  a  national  ceiling  on 
punitive  damages  in  liability  cases. 


HINGTON  OUTLOOK 
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The  new  Accord  Coupe.  You  have  to  drive  it  to  believe  it.  □□□□□ 


nternational  Business 


JAPAN 


JAPAN  IS  lIKE  A  KID 

IN  A  CANDY  STORE— A  RICH 
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Companies'  huge  cash  hoards  will  fuel  record  investment  levels  at  home  and  abroad 


Japanese  companies  have  always  re- 
lied on  large  war  chests.  But  the 
cash  hoards  they  are  now  piling  up 
from  a  booming  economy  are  stagger- 
ing. Toyota  Motor  Corp.  has  nearly  $12 
billion  in  the  till.  And  one  steel-products 
trader,  Tokyo-based  Hanwa  Co.,  has 
amassed  an  astounding  $17  billion. 

With  no  sign  of  the  cash  buildup 
slowing,  the  money  is  sure  to  fire  up 
the  already  torrid  pace  of  Japanese 
investments  in  foreign  manufactur- 
ing, real  estate,  and  securities,  which 
totaled  $135  billion  in  1988.  So  far 
this  year,  the  Japanese  have  spent 
$14.1  billion  to  buy  322  foreign  com- 
panies, half  of  them  in  the  U.  S., 
says  Yamaichi  Securities  Co.  The 
two  most  prominent,  of  course,  were 
Sony  Corp.'s  $3.5  billion  purchase  of 
Hollywood's  Columbia  Pi'  iures  En- 
tertainment Co.,  and  Mits  bishi  Es- 
tate Co.'s  $846  million  investment  in 
Rockefeller  Center.  Add  in  pur- 
chases of  foreign  stocks  and  bonds, 
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expected  to  hit  $100  billion  in  1989,  and 
Japan  will  end  up  spending  $170  billion 
overseas  by  yearend,  Morgan  Guaranty 
Trust  Co.  estimates. 

But  that's  only  half  the  spending 
spree.  At  home,  Japanese  companies  are 
using  their  windfall  to  develop  leading- 
edge  technologies  and  products,  making 


JAPAN'S  FATTEST 
CORPORATE  WALLETS 


Company 

Business        Cosh  and  securities 
Mar.  31,  1989 

Billions  of  dollars 

HANWA 

Steel  trading 

$17.2 

MITSUBISHI 

Trading 

15.2 

TOYOTA 

Autos 

11.8 

SUMITOMO 

Trading 

11.3 

HITACHI 

Electric  machinery 

7.0 

MATSUSHITA  ELEQRIC 

Consumer  electronics 

6.5 

MITSUI 

Troding 

6.3 

NISSAN 

Autos 

5.1 

C.  ITCH 

Trading 

5.0 

ORIENT 

Consumer  finance 

4.9 

DATA:  JARDINE  FLEMING  SECURITIES  LTD, 

themselves  even  greater  powerhouses  m 
around  the  world.  At  Toshiba  Corp. 
heavy  investment  in  4-megabit  chip  proiiin 
duction  is  fueling  a  31%  jump  in  capital 
expenditures  this  year.  Nissan  Motor  Co, 
is  pushing  up  spending  39%,  to  $1  billion, 
to  cut  in  half  the  time  it  takes  to  design  icial  n 
and  produce  autos.  And  Canon  Inc.  is 
boosting  capital  expenditures  60% 
this  year,  to  $530  million,  partly  to 
increase  production  of  laser  printers 
by  1.50,000  units  a  year.  With  Japan 
devoting  a  quarter  of  its  gross  na- 
tional product  to  capital  spending, 
more  than  twice  the  U.  S.  rate,  "Ja- 
pan is  positioning  itself  to  become 
the  new  product  laboratory  of  the  i^tore 
world,"  maintains  Kenneth  S.  Cour- 
tis, a  Tokyo-based  economist  with  -fi^^ 
Deutsche  Bank.  "The  internationalltiirsi 
implications  are  staggering." 

Japan's  corporate  cash  machine  is 
being  fed  by  two  sources:  hefty  prof- 
its and  a  new  wave  of  borrowing 
worldwide.  Corporate  restructurings 
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d  strong  consumer  and  business 
ending  are  behind  the  profit  surge, 
r  instance,  shutting  down  or  remodel- 
f  inefficient  blast  furnaces — and  a 
rh-rise  construction  boom — helped 
ppon  Steel  Corp.  go  from  losing  $88 
llion  in  1986  to  a  $650  million  operat- 
f  profit  in  the  fiscal  half  ended  Sept. 
For  the  full  year,  Accounting  Manag- 
Takeshi  Yoshi  now  predicts  Nippon 
jel  may  break  its  old  record  of  pretax 
mings  of  more  than  $1.3  billion.  "It's 
e  a  divine  wind  blew,"  says  Yoshi. 
here's  no  ceiling  in  sight."  Surging 
:ury  car  sales  at  Nissan,  meanwhile, 
ve  pumped  up  the  auto  maker's  first- 
If  pretax  profits  by  19%  over  1988. 
Such  profit  gains  are  only  part  of  Ja- 
n's cash  machine:  It  is  also  on  a  record 
rrowing  spree.  In  recent  months, 
non,  Japan  Air  Lines,  Nissan,  Sony, 
d  scores  of  other  corporations  have 
)ped  international  markets  for  more 
in  $113  billion.  The  money  has  gone 
0  capital  spending,  takeovers,  and  in- 
stments  in  stocks  and  bonds.  Because 
Tipanies  are  so  healthy,  they  are  get- 
g  bargain-basement  interest  rates, 
ssan  borrowed  $1.5  billion  in  October 
3%%,  nearly  5  percentage  points  less 
in  any  AAA-rated  U.  S.  company 
luld  have  to  pay.  "It's  an  advantage," 
mits  Kanemitsu  Anraku,  general  man- 
er  of  Nissan's  finance  department, 
hese  funds  are  very  cheap." 
RKING  PLACES.  Nissan's  gimmick: 
ce  many  Japanese  companies,  it  sells 
bt  issues  in  the  Eurobond  market  that 
:lude  valuable  warrants  to  buy  stock 
two  to  five  years  at  little  more  than 
rrent  prices.  Investors  are  willing  to 
■go  current  interest  payments  for  the 
ince  to  buy  shares  at  what  may  turn 
t  to  be  a  big  discount.  Kaj  Areskoug, 
ief  economist  at  Moody's  Investors 
rvice  Inc.,  estimates  that  Japanese 
mpanies  will  raise  some  $70  billion  this 
ly  m  1989,  up  78%  from  last  year. 
In  past  years,  many  companies  built 
large  cash  holdings  to  engage  in  zai- 
:h,  Japan's  version  of  high-energy  fi- 
ncial  wheeling  and  dealing.  But  this 
le,  the  focus  is  on  parking  funds  in 
nk  deposits  and  stocks  until  the  time 
mes  to  crank  up  capital  spending  even 
)re.  The  list  of  new  projects  for  Japa- 
se  industry  grows  more  tantalizing  by 
3  day.  For  example,  as  soaring  city 
id  prices  force  baby  boomers  and  their 
milies  out  to  the  suburbs,  several  re- 
il  chains  are  gearing  up  for  a  surge  in 
w-store  construction.  Auto  makers  are 
)king  for  ways  to  install  even  more 
ictronic  gear  in  new  cars.  And  chronic 
3or  shortages  are  pumping  up  demand 
r  industrial  robots  and  computer-as- 
>ted  design  systems.  Nikko  Research 
inter  Ltd.  estimates  Japanese  robot 
ipments  will  be  up  nearly  30%  this 
ar,  after  a  36%  gain  in  1988. 


By  saving  for  new  spending  sprees, 
Japanese  companies  will  be  better  armed 
than  U.  S.  competitors  for  global  expan- 
sion campaigns  in  the  1990s.  Deutsche 
Bank's  Courtis,  in  fact,  predicts  that  by 
the  end  of  the  next  decade,  Japan's  nine 
auto  makers  will  spend  $55  billion  on  14 
new  factories,  each  with  yearly  capacity 
of  200,000  vehicles.  Although  General 
Motors  Corp.  alone  has  spent  $40  billion 
over  the  past  eight  years,  Detroit's  Big 
Three  are  unlikely  to  come  anywhere 


near  the  pace  of  the  Japanese  in  the 
coming  decade. 

The  abundance  of  corporate  cash  will 
also  allow  Japan's  multinationals  to 
weather  the  global  economic  slowdown 
many  economists  see  coming.  "It's  a  big 
advantage  to  enter  a  downturn  cash- 
rich,"  says  Jeff  Bahrenburg,  market 
strategist  at  Merrill  Lynch  Japan  Inc. 
"Japanese  companies  will  still  be  able  to 
invest.  They'll  be  unstoppable." 

By  Ted  Holden  in  Tokyo 


WEST  GERMANY  I 


THIS  GERMAN  COMPANY'S 

DAYS  OF  FREEDOM  MAY  BE  NUMBERED 


Will  Nixdorf  s  new  chief  have  to  seek  a  deep-pocketed  partner? 


ixdorf  Computer  Chairman 
Klaus  Luft  remained  doggedly 
I  optimistic  on  Nov.  9:  While  an- 
nouncing a  $251  million  loss  for  the  first 
nine  months  of  1989,  the  22-year  compa- 
ny veteran  claimed  that  Nixdorf  would 
be  back  in  the  black  next  year.  But  it 
was  the  last  time  the  hand-picked  suc- 
cessor of  founder  Heinz  Nixdorf  put  on 
a  brave  face  for  the  struggling  West 


German  computer  maker. 
Just  11  days  later,  Luft, 
48,  abruptly  resigned  and 
was  replaced  by  Horst 
Nasko,  Nixdorfs  56-year- 
old  telecommunications 
chief. 

The  shuffle  means  a  ma- 
jor strategy  shift  for  the 
Paderborn-based  company, 
once  viewed  as  the  German 
version  of  a  Silicon  Valley 
success  story.  New  man- 
agement may  have  to 
abandon  Nixdorfs  tradi- 
tion of  fierce  independence. 
Pressured  by  a  fresh 
shakeout  in  Europe's  com- 
puter industry,  Nixdorf 
needs  either  a  quick  turn- 
around or  an  alliance  with 
a  major  European  competi- 
tor such  as  its  domestic 
archrival  Siemens,  Italy's 
Olivetti,  or  France's 
Groupe  Bull.  "In  the  long 
run,  there  is  only  room  for 
three  major  players  in  Eu- 
rope," says  George  Vergh- 
ese,  analyst  at  Deutsche 
Bank. 

LOYAL  BASE.  Despite  heavy 
losses  this  year,  Nixdorf 
still  has  a  lot  to  offer  a 
potential  partner.  It's  a 
dominant  player  in  Germa- 
ny's minicomputer  and 
software  systems  markets  and  in  private 
telecommunications.  It  has  a  loyal  cus- 
tomer base  and  a  strong  sales  force. 
Says  Patricia  Meagher  Davis,  an  analyst 
with  James  Capel  &  Co.  in  London:  "It's 
an  excellent  little  company. . . .  The  prob- 
lem is  that  Nixdorf  is  a  smaller  organi- 
zation that  doesn't  have  deep  pockets  to 
ride  out  the  rough  times." 
Few  blame  Luft  entirely  for  Nixdorfs 
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m  :-on.paiiy  h£L5  been  pi^gued 

by  ir;dTisrr.~.ide  vroes.  iDcluding  a  sharp 
rise  in  menjorj^-chip  prices,  thirming  mar- 
gins, and  TDcreasing  U.  S.  eompeiition. 
Such  problems  also  racked  up  huge 
losses  for  rivals  such  as  Norway's 
Xorsk  Daia.  Bui  Lufr  and  his  top  maj> 
agers  exacerbated  the  company's  woes. 
They  failed  to  aniicipaie  the  industry's 
oonrraction  and  stepped  up  hiiring  in 
19*7  and  spar^dng  an  explosion  in 
personnel  costs.  Nisdorf  was  also  slow 
to  fo'ilow  the  industry  trend  toward 
"of>en"  operating  systems  such  as  Unix, 
clinging  to  a  dangerous  dependence  on 
proprietary  technology  and  hiardware. 

Although  Luft  trimmed  emploj-Tnent 
5-'^  over  the  past  12  montJis  to  29.500. 
Xisdori  must  now  s'jash  its  ranks  fur- 
ther w'tiile  moving  swrftjy  to  find  a  new 
strategy.  "They  hiave  to  'bec-ome  one  of 
the  premier  software  companies.  They 
are  still  focused  too  much  on  technol- 
ogy."  says  analyst  ]y!eagher  Da^is. 
POWER  POTEKTiA.!-  By  agreeing  to  an  al- 
liir.jT  v,:::,  ^  -irge  partner.  Xixdorf 
c-o"ala  eatapuat  from  niche  player  to  in- 
dustry" powerhouse.  The  most  likely 
partner  is  Siem^ens.  which  is  eager  tc 
forge  a  German>-German  tie  to  compete 
against  U.  S.  and  Japanese  giants.  ■"Xis- 
dorf  would  be  a  perfect  St  v.ith  Sie 
mens."  says  Guenther  F.  Moeser.  'direc- 
tor of  mergers  and  acquisitions  at 
Siemens.. 

A  hostile  takeover  is  out  of  the  ques- 
tion, 'beca'ose  nearly  IW";  of  voting 
shiares  is  controlled  by  the  family  and 
private  trusts.  But  Luft's  sudden  depar- 
ture has  left  the  company  badly  in  need 
of  a  corp'Orate  troubleshooter.  His  re- 
plae-ement.  Nasko.  vras  appointed  by 
S'irdorfs  Super.isor."  board  only  as 
speaker  of  the  board  of  'directors,  not  as 
chairman. 

Rtimors  abound  in  Franlourt's  finan- 
cial circles  that  Xisdorf  s  chief  lender. 
Deutsche  Banl-:.  r_as  stepped  up  pressure 
on  Nisdorf  family  members  to  sell  a  25''; 
stake  to  Siemens.  Tne  German  cartel  of- 
fice could  still  scotch  the  cr.ance  of  such 
a  friendly  merger  between  the  two  larg- 
est German  computer  makers,  though 
the  country's  tough  stand  against  merg- 
ers has  "Deen  eased  to  help  keep  compa- 
nies 'xmpetitive  in  world  markets. 

Nixdorf  i  managers,  who  pride  them- 
selves on  tneir  uniquely  unbureaucratic. 
im-German  mana.gement  sr.'le.  shudder 
at  the  thought  of  merging  with  a  button- 
down  corporate  le~latlnan  such  as  Sie 
miens.  Sniffs  one  senior  executive: 
"We're  different  than  Siemens."  But 
NLxdorf  will  hiave  to  run  fast  to  stay 
independent-  Even  runring  fast  may  not 
'c-e  enough  now. 

Bj  Gci'.  E.  Schri-i^.-i      B:  ■ 


HOW  DO  YOU  SAY  'TIM-BER' 

IN  JAPANESE?  

Albert  lias  mvliec  Japan  into  iis  loresis — and  Onavra  is  appalled 


It's  a  familiar  story  in  Asia  and  South 
America.  To  win  jobs  and  invest- 
ment, a  debt-ridden  government  of- 
fers logging  rights  on  a  breathtaking 
swath  of  its  forests — ^in  this  ease,  an 
area  the  size  of  Kansas.  Despite  oppi/si- 
tion  from  eniironmentalists  and  native 
groups,  Japanese  and  U.  S.  paper  compa- 
nies negotiate  for  the  rights  behind 
closed  doors. 

But  this  time  it's  no  Third  'World  gov- 
ernment— ^rt's  Alberta.  Premier  Donald 


dollar  forestry  business  to  offset  an  ail- 
ing Oil  industiT  has  put  him  on  a  colli- 
sion course  with  angry  Albertans  and 
the  Canadian  govemm^ent.  Getty's  cridcs 
c'narge  tlnat  he  is  giving  away  too  much 
for  to>o  little  to  the  foreigners.  Tne  Japa- 
nese outfits  have  drawn  the  most  fire, 
thanks  to  Japan's  poor  emironmental 
record  in  the  developing  world. 

Economic  colonization  is  a  touchy  sub- 
lect  in  Canada.  Most  of  the  new  AJ'c-erta 
mills  win  ship  pulp  to  the  U.  S.  and  Ja- 
pan to  be  miuie  into  i^per.  Critics  say 
the  S3  bniion  in  investment  and  12.«»j 
jobs  promised  by  Getty  aren't  worth  the 
environmental  risk 

PULP  FRihCTTO-H.  Tne  sheer  size  of  ±e  tim- 
I'er  M-S  guaranteed  controversy. 

Starting  in  19S7.  the  province  dangled 
-?170  million  in  direct  aid  and  -51.7  billion 
in  loans  and  guarantees  to  draw  offers 
for  its  !>5.000  square  miles  of  timber. 
Tne  focus  of  the  battle  is  a  S775  million 
tuli  mill  trC't-C'Sed  bv  Ali~r:a  Pacific 


Forest  Industries  Ltd.  .-C-PA':  .  a 
concern  controlled  by  Japan's  ilitsubis": 
Corp.  and  Honshu  Pa:  -    '  1 
largest  of  seven  new  i  _ 
for  Albena. 

The  government's  haste  and 
rankled  noany  Albertans.  One 
complained  that  success  whh.  .  .  . 
Ministry  appeared  to  depen  1 
foreign  accent.  Getty  has  a.  ,  > 
joint  federal-provincial  review  "i>:ar:: 
answer  a  chorus  of  compl^ts  "by  _ 
ronmentalists.  Inc 
tribes,  and 
prospective  :  ^  . 
Athabasca,  I'ju  mj 
north  of  Edmonton 
central  Alberta.  Oppo 
nents  were  heartene< 
on  Nov.  18.  when  thf 
federal  Environmem 
Dept.  called  for  compre 
hensive  studies  of  th* 
.A.thiabasca  River  svsten 
and  the  eumuiaiive 
pact  of  the  new  pulj 
mdjls.  To  avoid  po'iutinj 
the  .\tha"basca,  .-_tertc 
Eiay  be  forced  to  set  th< 
most  stringent  pulp 
standards  in  the  world. 

Ottawa  also  wantec 
the  special  panel  to 
s:aer  the  impact  of  stripping  every 
from  what  could  add  up  to  hundreds  ol 
square  mules  of  forest  each  year.  Bir 
-Alberta,  the  staunchest  defender  of  pro 
vincial  rights,  flatly  refused  to  submi 
the  question  of  clear-cutting  to 
"If  Ottawa  sticks  its  nose  in.  rU  pund 
tl"  vows  .Albena  Forestry  Minister  Le 
Roy  Fjorlbotten.  SnlL  federal  oppositioi 
won't  'be  easy  to  buck  The  Japanese 
may  not  want  to  stick  around  for  a  pro 
tracted  fight. 

Ottawa  'based  its  intervention  on 
responsfoihties  to  the  Indians  and 
stewardship  of  a  national  park  down 
siream  from,  the  mills.  Observers  thint 
its  real  aim  is  to  establish  control 
Canada's  forest  industry,  now  a  bfl 
lion  a  year  business.  "Tnis  is  a  federal 
proiindal  war. "  says  Peter  L.  Trembiay 
.•yjACs  emironmental  consultant-  "anc 
we're  caught  in  the  middle.''  With  oppo 
sition  to  the  Japanese  venture  growing 
-AJ&erta's  Getty  now  appears  outg-jmed 
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American  Re's  services  are  only 
available  at  the  above  location. 
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ISRAELI 


ISRAEL  HAS  EVERYTHING 
IT  NEEDS— EXCEPT  PEACE 


Its  economy,  rich  in  resources,  is  ready  for  takeoff 


arely  two  miles  from  Arab  East 
.Jerusalem,  where  Israeli  troops  in 
battle  dress  nervously  patrol  nar- 
row, shuttered  streets,  young  Shearson 
Lehman  Hutton  investment  bankers  in 
pinstriped  suits  and  polished  wingtips 
negotiate  with  a  top  official  at  Israel's 
Finance  Ministry.  On  the  table  are  fact 
sheets  about  billions  of  dollars  worth  of 
state-owned  companies  that  Israel  wants 
to  put  up  for  sale.  The  enterprises  on 
the  block  include  El  Al  Israel 
Airlines  Ltd.,  the  country's  four 
largest  banks,  and  the  telephone 
monopoly. 

Welcome  to  Israel  Inc.,  where, 
in  the  midst  of  a  low-intensity 
civil  war,  a  startling  multibillion- 
dollar  economic  transformation 
is  under  way.  A  sweeping  pro- 
gram of  privatization  and  dereg- 
ulation is  beginning  to  draw  in 
huge  amounts  of  foreign  capital. 
High-tech  startups  are  sprouting 
by  the  score  in  mini-Silicon  Val- 
leys outside  Tel  Aviv  and  Jerusa- 
lem.  While   defense  industries 
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still  churn  out  about  20%  of  Israel's  out- 
put, civilian  high  tech's  share  is  rapidily 
gaining.  "We're  at  the  beginning  of  a 
fundamental  transformation  of  the  econ- 
omy," says  Amiram  Sivan,  the  chairman 
of  Bank  Hapoalim,  Israel's  largest  bank. 

Some  change  is  already  apparent. 
Thanks  to  strong  high-tech  exports  this 
year,  Israel  is  emerging  from  its  deepest 
recession  in  two  decades.  The  central 
bank   estimates   that  export-driven 


ISRAEL'S  ECONOMY 
IS  REBOUNDING... 


...AND  INFLATION 
HAS  STABILIZED 


growth  next  year  will  return  to 
healthy  5%.  Says  Michael  Bruno,  gove 
nor  of  the  Bank  of  Israel:  "All  the  eli 
ments  are  there  for  a  revival  of  econor: 
ic  activity." 

So  far  so  good.  The  only  thing  wron^ 
with  the  picture  is  that  Israel  is  in  tl 
heart  of  a  still-hostile  Arab  world.  TI' 
Intifada,  the  two-year-old  uprisin 
among  the  1.7  million  Palestinians  in  thi 
occupied  West  Bank  and  Gaza  Stri]j 
shows  how  fragile  and  exposed  the  I; 
raeli  economy  is  and  will  remain  unt 
the  outlines  of  a  peace  settlement  h 
come  much,  much  clearer. 

Israeli  businessmen  know  that  witl 
out  peace  with  the  Arabs,  there  is  littl 
chance  of  the  country  building  a  stabl 
civilian  economy.  So,  many  leading  I 
raeli  businessmen  are  joining  the  Bus 
Administration  in  leaning  on  Prime  Mil 
ister  Yitzhak  Shamir  to  be  more  flexibl 
in  his  approach  to  negotiations.  "The  fi 
ture  is  problematic  without  peace,"  say 
Eli  Hurvitz,  managing  director  of  Tev 
Pharmaceutical  Industries  Ltd.,  Israel' 
top  drug  company. 
'ONLY  CHOICE.'  Israel  blames  the  Pales 
tinian  revolt  for  holding  growth  to  barf 
ly  1%  this  year,  dov/n  from  5%  two  year 
ago.  The  rock-throwing  and  other  vie 
lence  have  kept  away  tens  of  thousand 
of  foreign  tourists  while  forcing  the  go\ 
ernment  to  spend  hundreds  of  million 
of  dollars  on  policing  the  insurrectior 
Israeli  men  now  must  spend  as  long  a 
two  months  a  year  in  military  service. 

Yet,  with  one  of  the  most  potent  mili 
tary-industrial  complexes  outside  th 
two  superpowers,  Israel  is  trying  to  tun 
its  electronic  swords  into  plowshares 
The  country  shipped  out  more  than  $1 
billion  in  electronics  exports  last  year 
Meanwhile,  $300  million  in  investment 
by  such  U.  S.  companies  as  Intel,  Nation 
al  Semiconductor,  and  Digital  Equip 
ment  show  that  despite  the  no-war,  no 
peace  stalemate,  Israel  is  strengthenin| 
its  claim  as  the  high-tech  powerhouse  o: 
the  Middle  East. 

"With  barely  any  natural  resource; 
and  no  desire  to  be  in  low-cost  manufac 
turing,  high  tech  is  really  th( 
only  choice  in  this  country,"  says 
Ed  Mlavsky,  executive  directoi 
of  Tel  Aviv's  Israel-U.  S.  Bina 
tional  Industrial  Research  &  De 
velopment  Foundation,  whici 
funds  American-Israeli  technol 
ogy  startups.  Since  its  creation  ir 
19'77  with  $60  million  in  seed  cap' 
ital  from  the  two  governments 
BIRD  has  helped  finance  nearlj 
250  commercial  projects,  fronl 
optical  equipment  to  software 
for  minicomputer  networking.  So 
far  this  year,  estimates  Mlavsky, 
more  than  $200  million  worth  oi 


DATA:  BANK  OF  ISRAEL,  SANK  HAPOALIM 
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At  last!  Anew 
HP  LaserJet 


just  for  you. 


The  new 
HP  LaserJet  IIF 
printer. 


At  only  $1495;  it's  got 
your  name  on  it. 

The  HP  LaserJet  printer  family 
has  expanded -in  a  small  way. 

The  new  HP  LaserJet  IIP  fits 
right  on  your  desk.  And  com- 
fortably into  most  budgets. 
(It's  almost  half  the  price  of  the 
powerful  LaserJet  Series  II* 
—the  printer  of  choice  for 
sharing  or  handling  heavier 


workloads.)  And 
compatible  with  the 
LaserJet  Series  II  and  vir 
tually  all  popular  PC  software. 

So  now  you  can  produce  text 
and  graphics  to  be  proud  of 
Right  on  the  spot.  Instead  of 
down  the  hall  at  the  secretarial 
pool  or  on  a  PC  network. 

Those  polished,  professional 
presentations,  letters  and 


documents  emerge  at  a 
quiet  four  pages  a  minute. 
So  call  1-800-752-0900, 
Ext.  277J  for  your  nearest 
authorized  HP  dealer  And  get 
an  HP  LaserJet  IIP  of  your 
very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


•Suggested  U  S  list  prices.  LaserJet  IIP  $1495.  LaserJet  Series  11  $2fi95  Dealer  prices  vary. 


DEONDT 

COPER 
RAIDIBr 

GUSnWERS 
PORSYEARS: 

KODAK 


o  KODAK 
n't/  KODAK 


Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  knows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  ment  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 

customers  are  telling  us  that  we're  #/  in  customer  satisfaction,  in  reliability. 
M^k  in  service,  in  copy  quality. 

^  loin  the  Kodak  copier  family  of  customers  who  are 

f""  "     not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
mm  '  _  designed  for  every  need,  and  now  there's  a  great  way  to 

IV  save  on  every  Kodak  copier 

n  ^^^^^^  Call  for  details:  1 800  255-3434,  Ext.  152. 


The  new  vision  of  Kodak 


Eailman  Kodak  CompanY.  19S9 
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high-tech  products  developed  with  BIRD 
funds  have  been  exported. 

The  key  to  success  has  been  its  pro- 
fessionals: Israel  has  more  than  30  scien- 
tists and  research  and  development  engi- 
neers for  every  10,000  people,  compared 
with  25  in  the  U.  S.,  14  in  Britain,  and 
just  6  in  Italy.  This  gives  the  tiny  coun- 
try a  cerebral  punch  others  lack.  With 
pretax  pay  for  top  research  scientists 
running  at  only  about  $40,000  a  year,  it's 
very  cheap  to  get  R&D  done  in  Israel. 

One  company  taking  advantage  of  Is- 
raeli brainpower  is  chipmaker  Intel.  Its 


Edgar  M.  Bronfman,  CEO  of  Seagram 
Co.  and  president  of  the  World  Jewish 
Congress.  But  today,  Bronfman's  broth- 
er Charles  is  buying  into  companies  in 
Israel. 

As  the  privatization  program  gets  off 
the  ground,  more  foreigners  will  arrive. 
But  since  the  government  and  the  Hista- 
drut  labor  federation  together  control 
about  50%  of  the  economy,  selling  off 
companies  is  politically  sensitive.  Many 
state  enterprises  are  hopelessly  ineffi- 
cient and  soak  up  some  $5  billion  in  sub- 
sidies. Realizing  that  it  can  no  longer 


KFIR  FIGHTER:  MILITARY 
EXPORTS  TO  THE  U.S.  ARE  UP 


design  center,  which  opened  in  Haifa  in 
1974,  has  done  such  key  work  as  map- 
ping out  most  of  the  8088  chip  that 
powered  IBM's  original  PC.  More  recent- 
ly, much  of  the  circuitry  on  the  mainstay 
386  chip  was  designed  in  Israel.  But  the 
Santa  Clara  (Calif.)  company's  commit- 
ment to  Israel  goes  well  beyond  design 
work:  It  makes  $100  million  a  year 
worth  of  386s  and  other  chips  at  a  $150 
million  plant  outside  Jerusalem. 
SOVIET  SALE.  One  of  Israel's  own  high- 
fliers is  Scitex  Corp.,  which  controls  40% 
of  the  world  market  for  the  computer- 
imaging  machines  that  are  standard 
equipment  at  the  world's  top  magazines 
and  publishing  houses.  Sales  shot  up  this 
year  by  20%,  to  $230  million,  and  British 
publishing  magnate  Robert  Maxwell  re- 
cently bought  a  27%  stake  for  $40  mil- 
lion. The  company  has  a  joint  venture  in 
Japan,  and  it  just  sold  $1  million  worth 
of  its  machines  to  the  Soviet  Union. 

Maxwell  is  emerging  as  a  major  for- 
eign investor  in  other  areas,  too.  He  has 
quickly  assembled  an  Israeli  portfolio 
that  includes,  besides  Scitex,  a  25%>  stake 
in  Ma'ariv,  Israel's  second  largest  daily 
paper,  and  15%'  of  Teva  Pharmaceutical. 

"My  father  always  said  Israel  is  a 
place  to  give  money,  not  to  invest,"  says 


afford  such  outlays,  the  government  and 
Wall  Street's  First  Boston  Co.  drew  up  a 
master  plan  last  year  recommending 
that  24  big  state  conglomerates  go  on 
the  block.  One,  Jerusalem  Economic 
Corp.  was  sold  in  September  to  an  in- 
vestment group  headed  by  Bear,  Stearns 
&  Co.  for  $53  million.  Privatization  is 
generally  supported  by  Israel's  two 
feuding  coalition  parties.  Labor  and  Li- 
kud, but  it  could  still  run  into  political 
trouble,  says  Zeev  Refua,  director  of  the 
Israel  Government  Companies  Author- 
ity, which  oversees  159  public-sector 
companies. 

Whatever  the  difficulties,  Israel  is  be- 
ing besieged  by  New  York  investment 
bankers  hoping  to  get  a  piece  of  the 
action.  U.  S.  dealmakers  feel  comfort- 
able in  Israel  because  "it's  basically  very 
Americanized,"  says  Paul  D.  Wachter  of 


As  many  as  200,000  Russsian 
Jews  may  flood  into  the 
Israeli  labor  market 
in  the  next  few  years 


Kidder,  Peabody  &  Co.,  which  is  pun 
ing  the  El  Al  sale  as  well  as  two  otl 
private  deals. 

Yet  even  without  the  privatization  pj 
gram,  some  of  the  biggest  state  comj 
nies  are  being  profoundly  restructur* 
Israel  Aircraft  Industries,  the  top  m 
tary  and  electronics  group  in  the  cov 
try,  was  crippled  only  two  years  ago 
a  government  decision  to  ax  the  $5 
billion  homegrown  Lavi  fighter  proje^ 
Management  quickly  slashed  lAl's  m 
force  by  5,500,  to  16,500,  and  aggressiv 
ly  pursued  new  overseas  customers  SU' 
as  the  Pentagon. 

Thanks  to  bilateral  U.  S.-Isra( 
agreements  giving  Israeli  comp 
nies  the  same  status  as  companij 
from  NATO  in  selling  to  the  Pent 
gon,  Israel  increased  military  d 
liveries  to  the  U.  S.  to  more  th< 
$302  million  last  year  from 
million  in  1983.  But  Israel's  wi 
ingness  to  sell  arms  to  just  aboi 
anyone,  including  the  Khomeini  r 
gime  during  the  Iran-Iraq  war  ar 
to  South  Africa,  has  hurt  relatioij 
with  the  U.  S. 

LABOR  GLUT.  What  worries  gover 
ment  planners  now  is  that  neithe 
weapons  manufacturing  nor  otht 
high-tech  industries  will  be  able 
absorb  a  growing  pool  of  worker 
The  Soviet  Union's  decision  to  a 
low  practically  open  emigration  c 
Russian  Jews  means  as  many  £ 
200,000  people  may  flood  into  th 
Israeli  labor  market  in  the  next  fe^ 
years.  That  would  present  Israel  wit 
the  biggest  social  and  economic  hurdle 
has  faced  since  it  absorbed  waves  c 
Jewish  refugees  from  the  Arab  world 
the  1950s.  Although  approximately  60^ 
of  the  immigrants  from  the  Soviet  Unioi 
have  college  degrees,  they  are  badli 
trained  and  have  little  ideological  attacl 
ment  to  Israel — for  most,  their  primarj 
goal  is  to  move  on  to  the  U.  S. 

To  make  Israel  more  attractive  to  th: 
immigrants,  many  Israeli  businessmei 
insist  that  peace  is  needed.  The  pragmal 
ic  Israeli  business  community  is  putting 
behind-the-scenes  pressure  on  the  Sha 
mir  government  to  negotiate  with  th| 
Palestinians.  j 
This  new  attitude,  along  with  Sovi( 
interest  in  negotiations,  has  somewhi 
brightened  the  prospects  of  breaking  thi 
stalemate.  But  the  wary  Shamir 
have  to  be  coaxed  very  carefully  by 
more  dovish  Labor  coalition  partne: 
"We've  got  things  in  the  right  placfl 
now,"  says  Sivan  of  Bank  Hapoalim 
Peace  remains  elusive,  but  the  searcl: 
for  it  is  broadening. 

By  John  Rossant  in  Jerusalem  wit} 
Stanley  Reed  in  New  York,  and  Dave  Grij 
fiths  in  Washington 
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In  the  heat  of  battle,  it's  nice  to  know 
you've  got  plenty  of  ammunition. 


Crunch  time  can  Kit  at  any  time.  And  when  it 
s,  you  want  to  be  ready. 

Enter  NEC.  We  make  a  line  of  high  quality,  indus- 
compatible  personal  computers  that  can  take  the 
t  off  in  a  hurry.  Portables  or  desktops,  286-based 
}86-based,  our  PowerMate®  family  gives  you  the 
1  of  speed,  memory  and  graphics  capabilities  you 
d  to  tough  it  out  in  today's  business  environment. 
Add  an  NEC  printer  to  the  equation  and  you've 
BSBeHB         got  yourself  an  unbeatable 

formula.  Our 


PuuierMate  SX  Plus 


PowerMate  Portable  Plus 


Pin  writer® 
dot  matrix 
printers  and 
Silentwriter® 


laser-quality  page  printers  are  legendary  for  their 
reliability  and  print  quality.  These  are  the  kind  of 
workhorses  you  want  pulling  for  you 
at  bottleneck  time. 

Rest  assured.  When  you've 
got     a  $24 
billion  world 
L    leader  in 

SiteiiturritfrLC  890XL  Pinwriter  P5300  COmpUterS  and 

communications  like  NEC  on  your  side,  you're 
going  to  win  a 
lot  more  battles 
than    you  ever 
thought  possible. 
WE'RE  MAKING  THINGS  BETTER  FOR  YOU, 


NEC 


C  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 

^  omputK»»no  ommon<*iw>f«  Copyright  1989  NEC  InformaUon  Systems,  Inc  FowerMatf ,  PinwriUr  and  Silentwriter  arc  registered  trademarks  of  NEC  C^irp, 


TWO  COMPANIES  THAT 

MADE  NAMES  FOR  THEMSELVES 
IN  MORTGAGE  SECURmES 
HAVE  NOW  MADE  ANOTHER. 


Introducing  Capstead  Mortgage  Corporation 
(NYSE  ticker  symbol  CMO),  created  by  the  merger 
of  Lomas  Mortgage  Corporation  and  Strategic 
Mortgage  Investments,  Inc. 

Capstead  will  pursue  on  a  larger  scale 
the  same  successful  strategy  as  Lomas  and  Strategic, 
investing  in  jumbo,  single-family  mortgages 
throughout  the  United  States.  Already  this  new 
company  has  issued  more  than  $1.7  billion 
of  collateralized  mortgage  securities. 

When  you  consider  its  heritage, 
Capstead  clearly  has  become  a  name  to  remember 
in  mortgage  investments. 

CAPSTEAD 


Capstead  Mortgagt  Corporation  2001  Bryan  Tower  PO  Box  655644  Dallas,  Texas  75265-5644  (214)746-8000  NYSE  ticker  symbol  CMO 
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EDITED  BY  JOHN  PEARSON 


BRAZIL'S  ELECTION  IS  A  WATERSHED 
10  MATTER  WHO  WINS 


In  the  Dec.  17  runoff  of  their  first  free  presidential  election 
in  nearly  three  decades,  Brazilians  will  face  the  starkest 
choice  between  right  and  left  that  they  have  ever  been 
fered.  Conservative  Fernando  Collor  de  Mello,  40,  the  tele- 
inic  former  governor  of  Alagoas,  a  small  northeastern  state, 
favored  to  become  President  of  the  world's  third-biggest 
mocracy,  after  India  and  the  U.  S.  Advocating  cleaner  and 
iner  government  and  a  more  open  economy,  Collor  emerged 
3m  a  sprawling  field  of  21  aspirants  in  the  Nov. 
first-round  balloting,  with  28%  of  the  82  million 
tes.  He  will  face  runner-up  Luis  Inacio  "Lula" 
,  Silva,  44,  a  former  Sao  Paulo  union  leader  who 
)n  16%  as  candidate  of  the  Workers'  Party,  a 
ilitant  organization  with  two  Marxist  wings, 
ila  favors  raismg  taxes  to  redistribute  wealth 
d  opposes  pri\  atization  or  payroll  cutbacks  in 
e  bloated  state  sector,  which  accounts  for  40% 
Brazil's  gross  domestic  product. 
From  now  until  Dec.  IT,  the  candidates  will 
lid  about  10  rallies  apiece  and  face  each  other  in 
ree  scheduled  TV  debates.  Lula,  a  burly,  beard- 
former  lathe  operator,  may  be  the  first  shop- 
)or  worker  ever  to  make  a  credible  run  for 
•esident  of  a  major  Latin  American  country, 
lat,  and  his  reputation  for  honesty,  have  earned  him  compari- 
ns  to  Poland's  Lech  Walesa.  Lula's  union  opposed  Brazil's 
nservative  military  regime,  while  Walesa  fought  against 
e  Communists. 

IMPAIGN  STRATEGIES.  Lula's  presidential  prospects  look  dim, 
iwever.  To  win,  he  would  have  to  capture  the  15%  of  the 
ites  that  went  to  67-year-old  Leonel  Brizola,  the  populist 
rmer  Rio  de  Janeiro  governor,  and  the  10%  that  went  to  Sao 
lulo  Senator  Mario  Covas,  the  left-of-center  former  governor 

that  state.  But  despite  his  leftist  leanings,  it's  unlikely  that 
ila  will  be  able  to  garner  many  of  the  favorite-son  votes  that 
'izola  attracted  from  the  prosperous,  mostly  conservative 
uthern  region  where  Brizola  began  his  career.  And  to  grab 

least  some  of  Covas'  votes,  Collor  will  try  to  stir  fears 


among  Covas'  followers  of  possible  radical  moves  by  Lula. 

Although  Collor  is  running  as  candidate  of  the  small  Nation- 
al Reconstruction  Party,  his  key  backers  are  members  of 
Brazil's  business  elite — including  Roberto  Marinho,  owner  of 
the  vast  Globo  TV  network.  They  have  raised  funds  and 
formed  campaign  advisory  committees  in  Sao  Paulo,  Rio  de 
Janeiro,  and  other  cities.  Such  backers  generally  favor  market- 
oriented  policies,  but  skeptics  question  whether  Collor  as  Pres- 
ident would  step  on  his  supporters'  toes  by  end- 
ing protections,  subsidies,  and  other  cozy 
government  and  business  links  that  have  benefit- 
ed many  Brazilian  companies. 
ROUGH-HEWN.  Beyond  their  basic  differences  in 
outlook,  Collor  and  Lula  contrast  sharply  in  style. 
The  well-tailored  Collor  has  the  advantage  of 
looking  more  presidential  than  the  rough-hewn 
Lula  even  to  many  young  Brazilians,  who  are 
voting  directly  for  the  nation's  top  office  for  the 
first  time  since  the  military  seized  power  in  1964. 
But  foreign  bank  creditors  are  likely  to  see  little 
difference:  Although  Lula  would  declare  a  formal 
halt  to  payments  on  Brazil's  $115  billion  foreign 
debt,  Collor,  if  he  wins,  is  expected  to  continue 
the  de  facto  moratorium  already  in  effect. 
Regardless  of  the  outcome,  the  election  has  drastically  al- 
tered Brazilian  politics  by  opening  up  a  closed  system,  tradi- 
tionally run  behind  the  scenes  by  local  bosses  and  elite  political 
groups.  Lula  has  helped  expand  the  body  politic  by  convincing 
millions  of  workers  and  poor  Brazilians  that  they  have  a  stake 
in  the  system.  And  Collor,  for  good  or  ill,  has  plunged  Brazil 
into  the  age  of  TV  politics.  Incumbent  President  Jose  Sarney 
has  been  largely  out  of  touch  with  the  public,  holding  only  a 
handful  of  press  conferences  in  more  than  four  years.  Under 
Collor,  the  prospect  is  for  far  more  communication  between 
the  President  and  the  electorate.  To  get  Brazilians  to  accept 
the  painful  economic  remedies  that  Brazil's  ailing  economy 
requires,  Collor  will  need  all  his  persuasive  powers. 

By  Jeffrey  Ryser  in  Brasilia 


LOBAL  WRAPUPI 


lAPAN 


Long-frigid  Soviet-Japanese  relations 
may  be  in  for  a  thaw.  Visiting  To- 
cyo  in  mid-October,  Politburo  member 
\.leksandr  N.  Yakovlev  dropped  hints 
;hat  Moscow  is  looking  for  ways  to 
)reak  the  impasse  over  Japan's  north- 
irn  islands,  the  major  stumbling  block 
;o  a  peace  treaty.  Until  recently,  the 
Soviets  turned  a  deaf  ear  to  Japan's 
iemands  to  return  the  three  islands 
md  an  islet  cluster  seized  by  the  Sovi- 
ets after  World  War  II.  Now,  observ- 
ers expect  that  the  Soviets,  desperate 
for  Japanese  trade,  investment,  and 
technology,  will  compromise  on  the  is- 
lands before  President  Mikhail  Gorba- 


chev's scheduled  1991  visit  to  Japan. 
But  the  Soviets  seem  likely  to  drive  a 
hard  bargain.  After  Yakovlev's  visit, 
Foreign  Minister  Eduard  A.  Shevard- 
nadze called  a  suggestion  for  joint  con- 
trol of  the  islands  an  "interesting 
idea."  But,  he  insisted,  "these  islands 
are  ours." 

AUSTRIA  

West  Germany  and  Austria  are 
trying  to  head  off  a  showdown 
over  restrictions  imposed  by  both  coun- 
tries on  truck  traffic.  Germany  warned 
on  Nov.  16  that  it  will  bar  Austrian 
trucks  from  its  highways  in  reprisal 
for  Austria's  ban,  starting  on  Dec.  1, 
on  most  truck  movement  between  Ger- 


many and  Italy  from  10  p.m.  to  5  a.m. 
The  aim  is  to  ease  noise  and  air  pollu- 
tion in  Alpine  valleys  from  the  4,000 
trucks,  40%  German  and  40%  from  oth- 
er European  Community  countries, 
that  cross  Austria  daily.  Vienna  claims 
Bonn's  rule  against  Austrian  trucks 
alone  is  discriminatory.  In  a  telephone 
talk,  Austrian  Chancellor  Franz  Vran- 
itzky  asked  West  German  Chancellor 
Helmut  Kohl  to  help  settle  the  dis- 
pute— but  offered  no  concessions. 

Austria's  long-term  solution  is  to 
piggyback  trucks  by  rail  through  a 
proposed  37-mile  tunnel  beneath  the 
Brenner  Pass.  But  countries  that  bene- 
fit from  it,  Vienna  says,  will  have  to 
finance  its  $3.4  billion  cost. 
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My  1949  Chateau  Lafite,  they  say,  is  too  valuable  to  drink. 


My  Studebaker  Classic  should  never  be  driven. 


Don't  even  think  of  eating  off  the  English  china. 


All  I  can  say  is, 
thank  goodness  for  my  Waterman. 


Finally,  a  priceless  possession  I  can  actually  use. 


— 

lens  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant.  In  the  precise,  painstaking 
tooling,  for  exampl?.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal. 
Those  who  desire  such  an  instrument  of  expression  f)  will find  Waterman  in  a  breadth  of styles,  prices  and finishes. 


ion  f\ 

Wa 


ATERMAN 


■  PARIS 


©  19*9  Wjtermiin  Pen  Company 


rEAM  WORK 


ETTING    THE    RIGHT    PEOPLE   TO  THE 

GHT  PLACE  -  RIGHT  AWAY. crews  that  fly 
R  THE  U.S.  Coast  Guard  search  and  rescue  teams. 

CTORS  AND  NURSES  WORKING  WITH  RESCUE  GROUPS:  ALU 
UNT  ON  THE  RELIABILITY  OF  AEROSPATIALE  HELICOPTERS. 
rH  THE  COOPERATION  OF  INDUSTRY  EXPERTS  AND  AERO- 
Q>CE  SUBCONTRACTORS,  AEROSPATIALE  DESIGNS  AND  MANU- 
C:TURES  the  WORLD'S  MOST  ADVANCED  HELICOPTERS. 
LICOPTERS  WHICH  ARE  ASSEMBLED  FOR  NORTH  AMERICA  BY  A 
O  MEMBER  WORK  FORCE  IN  TEXAS  FULLFILL  THE  DEMANDS 
R  EFFICIENCY  AND  CONFIDENCE  OF  THE  TEAMS  FROM  HOS- 
ALS.  POLICE  OR  CORPORATE  MANAGEMENT.  CREATING  AND 
RKING    TOGETHER    KEEPS    US    UP    THERE.    MEET    THE  TEAM. 


aerosp 

AEROSPVMIALE  INC  .1101,  15iii  siRtrT; 

,    PHONE  202  25 


It's 

mid-February 
and  your 

building's 
heating 
system 

has  decided 
to  hibernate. 


ADVERTISING! 


THE  FOLIOWING  FLOPPY 
IS  BROUGHT  TO  YOU  BY . . . 


It  had  to  happen:  High-tech  ads  hit  computers  and  videocassettes 


Looking  for  a  new  car?  If  Ford  Mo- 
tor Co.  has  its  way,  you'll  shop  for 
it  on  your  home  computer.  Starting 
in  late  November,  it  will  mail  out  com- 
puter disks  showing  off  its  1990  lineup 
of  nearly  100  models.  Consumers  who 
respond  to  ads  in  computer  magazines 
will  receive  the  two-disk  set  for  $6.95. 
They  can  browse 
through  animations  of 
Ford  cars,  complete 
with  moving  engine 
parts  and  brakes.  For 
fun,  there's  a  driving 
simulation.  Shoppers 
can  use  the  program  to 
assemble  options  pack- 
ages and  calculate 
monthly  payments. 
"You  can  really  spec 
out  a  car  in  the  privacy 
of  your  home,"  says 
Lan7  R.  Dale,  market- 
ing specialist  at  Ford, 
which  sent  out  more 
than  .50,000  disks  in  a 
similar  campaign  last 
year. 

As  nature  abhors  a 
vacuum,  advertisers 
cannot  tolerate  media 
without  messages.  With  the  spread  of 
personal  computers  and  videocassette 
recorders,  carmakers,  banks,  consumer- 
goods  companies,  and  even  politicians 
are  coming  up  with  new  forms  of  high- 
tech advertising  to  put  on  them.  The 
high-tech  ads  include  disks  like  Ford's, 
videocassette  commercials,  and  ad  spots 
on  computer  information  services  such 
as  Prodigy,  the  joint  venture  between 
Sears,  Roebuck  &  Co.  and  IBM. 
NOVELTY  APPEAL.  While  the  new  high- 
tech ads  are  often  more  expensive  than 
traditional  media  advertising,  they  may 
be  more  effective.  Bombarded  by  con- 
ventional marketing  messages,  today's 
consumers  are  tossing  out  junk  mail  by 
the  ton  and  zapping  TV  ads  by  remote 
control.  The  novelty  of  high-tech  ads 
helps  slice  through  that  clutter — and 
even  persuade  consumers  to  pay  for 
some  ads,  as  they  do  for  Ford's  disks. 
And  they  allow  advertisers  to  target  au- 
diences and  tailor  their  marketing  mes- 


sages to  them.  "There  is  no  mass  mar- 
ket   today,"    says    Paula  George, 
president  of  SoftAd  Group,  a  Sausalit(J 
(Calif.)  company  that  developed  the  Ford  -^P 
disk  ad.  "Companies  are  looking  for  new 
ways  to  reach  niche  audiences." 

Compared  with  pitches  in  nationa' 
publications  or  on  network  TV,  computer] 


t;!0  its 


and  videocassette  ads  do  reach  niche  au- 
diences— but  at  a  high  price.  A  single 
disk  ad  can  cost  $2  to  $5,  compared  with 
$10  to  reach  1,000  households  on  prime- 
time  network  TV.  That  means  high-tech 
sales  pitches  may  make  sense  only  for 
complex,  expensive  products  such  as 
cars,  financial  services,  or  computers 

The  disk-ad  business  is  tiny — but  it's 
growing  fast.  Advertisers  spend  about 
$10  million  a  year  on  it,  up  from  virtual- 
ly nothing  three  years  ago,  estimates 


irate  lai 


SOME  SOFTWARE  AD  AGIKCIES 

►  SoftAd  Group  (Sausalito,  Calif.) 

►  Einstein  &  Sandom  (New  York) 

►  Sage  Worldwide,  unit  of  Ogilvy  & 
Mather  (New  York) 

►  Creative  Media  Group  (Parsippany, 
N.J.) 
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ftAd's  George.  A  half-dozen  firms  are 
IV  creating  software  ads  (table).  With 
million  in  annual  revenue,  SoftAd  has 
clients,  up  from  five  in  1986. 
\.  big  reason  for  the  move  to  disks  is 
!  demographics  of  the  nation's  40  mil- 
1  computer  users:  They  tend  to  be 
11-educated,  and  their  median  income 
nore  than  $45,000.  Mead  Data  Central 

aimed  for  that  audience  when  it 
?d  disk  ads  to  launch  its  Nexus  News 
IS  software,  which  provides  easy  ac- 
;s  to  its  Nexus  news  data  base.  It 
and  demonstration  disks  into  selected 
ues  of  Forbes  and  Institutional  In- 
ttor;  marking  the  first  time  a  disk  ad 
aeared  outside  a  computer  magazine. 

was  very  cost-effective,"  says  a 
lad  spokeswoman.  "We  are  attribut- 
:  real  sales  to  it." 

rhe  Army  ROTC  is  creating  a  recruit- 
;  disk  aimed  at  high  school  students, 
^e  hit  the  smarter,  more  computer- 


F2-Features  FlO-lllain  ITIenu 


1 


h  a  supercharged  engme^i  you'll  feel  like  you 

e  12  cyiinders  under  the  hood  —  set  you'll 
[  set  the  gas  mileage  of  an  intercooled  M-6. 


SOMPH 


04:00 


ce^is  abave  for  menu  selection.  SPftCEBflR  -  Continue 


ELL  AS  THE  EXPECTED  INFO  ON  MILEAGE  AND 


;rate  kids  who  will  go  to  college," 
^s  John  Kempner,  account  executive 

Army  ROTC.  The  software  includes 
swers  to  common  questions  and  lets 
idents  calculate  how  much  ROTC  can 
/e  them  in  educational  expenses. 
But  targeting  can  be  tricky,  and  the 
>ks'  novelty  can  sometimes  work 
ainst  them.  Dun's  Marketing  Services, 
Dun  &  Bradstreet  Corp.  company, 
sd  direct  mail  last  year  to  offer  disk 
s  for  its  Market  Searcher  software, 
lich  provides  access  to  three  Dun  fi- 
ncial  data  bases.  Dun  spent  $20,000  to 
nd  out  5,000  disks,  but  made  only  a 
N  hundred  sales  worth  $15,000.  Many 

its  prospects  ordered  the  free  demo 
ik  just  out  of  curiosity. 
Prodigy's  on-line  computer  service, 
lich  provides  consumer  and  business 
"ormation  to  100,000  subscribers,  has 
:racted  210  advertisers  since  it  started 
lling  ads  in  January,  1987.  While  scan- 
ig  headlines  or  stock  quotes,  the  sub- 


scriber sees  ad  headlines  across  the  bot- 
tom of  the  screen  for  everything  from 
Buicks  to  Campbell  soup.  By  hitting  the 
"look"  key,  viewers  can  call  up  full  ver- 
sions of  the  ads.  Starting  next  year,  ad- 
vertisers will  pay  only  according  to  the 
number  of  times  their  ads  are  called  up. 

Using  Prodigy,  advertisers  can  aim 
their  ads  at  audiences  selected  by  city, 
sex,  and  age.  Since  consumers  choose 
the  ads  they  want  to  see,  the  marketer 
presumably  gets  a  viewer  who's  highly 
interested  in  the  product.  "The  advertis- 
er can  have  a  personal  relationship"  with 
the  customer,  says  Kent  Valandra,  Prod- 
igy's director  of  advertising. 

Direct-mail  video  is  still  another  way 
to  pinpoint  an  audience.  R.  J.  Reynolds 
Tobacco  Co.  has  twice  sent  80-second  vi- 
deocassette  ads  for  its  Now  brand  to 
smokers  who  told  market  researchers 
that  they  buy  American  Tobacco  Co.'s 
rival  Carlton  brand.  "In  a  declining  mar- 
ket, you've  got  to  get 
smokers  of  a  compet- 
ing brand,"  explains  a 
Reynolds  spokeswom- 
an, who  says  the  vid- 
eos were  "effective"  in 
generating  sales.  They 
also  raised  the  hackles 
of  antismoking  groups, 
who  say  the  ads  vio- 
late the  intent  of  a 
1970  law  banning  to- 
bacco ads  from  radio 
and  TV.  Reynolds  says 
the  ads  don't  violate 
the  ban  because  they 
aren't  broadcast. 
'THE  THRESHOLD.'  Poli- 
ticians are  trying  high- 
tech ads,  too.  Several 
candidates  used  video- 
cassette  ads  in  1988, 
including  Jack  Kemp 
in  the  New  Hampshire  Presidential  pri- 
mary, and  many  more  are  expected  in 
1990.  Videos  let  candidates  appeal  direct- 
ly to  voters  with  more  information  than 
a  30-second  TV  spot.  In  a  1988  U.  S.  con- 
gressional race,  California  Democrat 
Anna  Eshoo  avoided  all  TV  and  radio 
ads.  Instead,  workers  hand-delivered 
90,000  of  her  eight-minute  videos,  mass- 
produced  for  only  $1.22  each,  to  undecid- 
ed voters  in  the  Bay  Area.  Eshoo  lost, 
but  she  captured  47%  of  the  vote  in  a 
district  where  Democrats  had  never  got- 
ten more  than  37%. 

Republican  media  consultant  Thomas 
N.  Edmonds  foresees  video  ads  aimed  at 
campaign  contributors  or  at  non-English- 
speaking  voters.  "We're  just  at  the 
threshold  of  this,"  he  says.  If  he's  right, 
though,  the  videocassettes  and  floppy 
disks  may  lose  their  novelty  appeal — and 
start  going  straight  from  consumers' 
mailboxes  to  their  trash  cans. 

By  Maria  Shao  in  San  Francisco 
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Time  to 


THINK 

LINC 


Your  local  authorized  LINC 
Service®  Contractor  can  solve 
almost  any  emergency  service 
problem.  And  show  you  a  way  to 
prevent  problems  from  happening 
again. 

LINC  Service®  is  a  unique 
heating  maintenance  program 
designed  to  keep  your  commercial 
building's  heating  systems  in  peak 
operating  conditions. 

Through  special  LINC 
Service"^'  features  like  system 
analysis,  component  testing,  and 
computerized  maintenance 
scheduling,  potential  problems  are 
identified  and  corrected  before 
they  ever  become  problems.  The 
result?  Heating  systems  that 
run  dependably,  efficiently, 
and  affordably. 

And  LINC  Service®  is  availa- 
ble on  a  conveniently  affordable 
fixed,  monthly  basis.  Just  think,  no 
more  surprises  to  your  building  or 
your  budget. 

So  for  a  warm,  comfortable 
feeling  all  winter,  think  LINC® 
now... or  you  may  find  yourself  left 
out  in  the  cold. 

For  the  name  of  the  LINC 
Service®  Contractor  nearest 
you  call: 

800-638-2000 

in  Maryland  800-831-4300 


SERVICE 


KETING 
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In  a  town  where  image  is  the  only  thing, 
plain  paper  eaxes  are  the  only  choice. 


In  Hollywood,  anything  less  than  "perfection" 
isn't  good  enough.  Which  is  why  Canon  plain 
paper  faxes  are  playing  a  leading  role  in  busi- 
nesses there. 

People  m  Hollywood  love  the  way  a  fax 
pnnted  on  plain  paper  looks,  and  that  it  won't 
curl  or  fade,  even  after  years  of  storage. 

Not  all  plain  paper  faxes  are  alike,  however 
With  Canon,  you  get  the  benefits  ol  plain  paper 
plus  the  expertise  of  a  company  who  tor  over  40 
years  has  been  the  leader  in  imaging  technologies. 

Our  exclusive  UHQ  technology,  tor  example, 
lets  you  tax  images  that  are  far  more  precise 
than  those  sent  on  conventional  plain  paper 


taxes.  It  ensures  that  every  pait  ot  your  docu- 
ment, from  small  type  to  photos  and  complex 
graphics,  amves  faithful  to  the  onginal  eveiy 
time. 

Like  on  our  FAX-  630,  the  ideal  fax  for  mid- 
volume  users. 

Or  on  our  FAX- 850.  With  Canon's  Dual 
Access  and  InstaScan  features,  it  saves  you  time 
by  sending  and  receiving  documents  that  have 
been  scanned  into  its  meinoiy,  while  simulta- 
neously perfomiing  other  advanced  functions. 

Call  1-800-OK  CANON.  See  how  Canon's  lull 
line  of  Plain  Paper  Faxes  can  make  you  look 
better 


Canon 


FAX 


Communicating  Quality 


PLAIN 
PAPER 
FACSIMILE 


Imagination.  Creation.  Application. 

At  GTE,  we  give  you  the  power  of 
people.  The  dedication  behind  com- 
passionate. efTective  service. 

In  emergencies  like  the  October, 
1987,  California  earthquake,  for 


example,  you  can  count  on  our  tele- 
phone people  to  respond  immediately. 

And  right  now,  our  Sylvania  light- 
ing people  are  working  closely  witli 
Therakos.  a  Johnson  &  Johnson  com- 
pany, to  develop  systems  tor  a  new 


technology  utilizing  light-activated 
drugs  to  treat  a  certain  type  of  cancer. 

One  to  one,  person  to  person,  GTE 
to  you.  In  every  one  of  our  companies, 
our  people  are  our  power. 

And  at  GTE,  the  power  is  on. 


THE  POWER  OF  THE  HUMAN  TOUCH. 


THE  POWER  IS  ON 


Y)u  can  reach  more  of 
the  world  by  UPS  than 
you  can  by  telephone. 


Mi 


i 


~1  I 


All  the  telephone  cable  on 
earth  cant  connect  you  with  as 
many  people  as  UPS  can. 

Fact  is,UPS  International 
Air  service  now  reaches  nearly 
four  billion  persons  worldwide. 

That's  more  than  double  the 
number  that  can  be  reached  by 
phone.  And  a  rather  powerful 
demonstration  of  UPS's  inter- 
national capabilities. 

Today,  175  different  coun- 


tries and  territories  are  served 
by  UPS.  With  Electronic  Cus- 
toms Pre- Alert  to  speed  your 
delivery  over  international  bor- 
ders. Computerized  tracking  for 
quicker  inquiry  response.  And 
never  a  surcharge  for  those  out- 
of-th  e-way  places. 

(After  all,  Ponape  or  Mau- 
ritius may  be  out  or  the  way  for 
some,  but  not  for  UPS.) 

Perhaps  most  impressive  of 


all,  our  efficiency  enables  us  to 
provide  this  unusually  high  level 
of  service  for  prices  which  are 
usually  lower  than  what  other 
companies  charge. 

So  if  you've  got  to  reach 
someone  somewhere 
else,  by  all  means,  pick 
up  the  phone. 

And  call  UPS 
We  run  the  tightest  ship  in 
the  shipping  business. 
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»VERS  &  SHAKERS 


)ITED  BY  PETER  FINCH 


ATHY  TAGGARES: 

ER  FAST  FOODS  ARE  REALLY  COOKING 


ack  in  the  late  1970s, 
when  she  worked  in  her 
father's  potato-processing 
plant,  Kathy  Taggares  was 
technically  assistant  to  the 
general  manager.  But  since 
she  had  to  deal  with  outside 
suppliers,  she  made  up  busi- 
ness cards  with  other  titles, 
such  as  president  or  general 
manager,  so  she'd  be  taken 
more  seriously. 

Taggares,  39,  doesn't  have 
that  problem  anymore.  In  ear- 
ly 1987,  after  working  in  sales 
at  two  french-fry  processing 
companies  for  several  years, 
e  launched  her  own  business  in  Glendale,  Calif.  Called 
,  T.'s  Kitchens  Inc.,  the  company  was  formed  when  she  paid 
million  for  the  wholesale  rights  and  manufacturing  plant  of 
)b's  Big  Boy  Salad  Dressings.  Sales  of  the  dressings,  avail- 
ile  in  supermarkets  as  well  as  at  Big  Boy  restaurants,  have 
creased  by  207^  in  two  years  and  are  likely  to  reach  $10 
illion  this  year.  In  1988,  after  buying  a  pizza-crust  maker, 
iggares  added  a  line  of  frozen  pizzas.  Sold  under  the  K.  T.'s 
id  Poni  brands,  they  should  bring  in  $8  million  this  year. 
Forming  the  company  was  no  piece  of  cake.  Marriott  Corp., 
vner  of  the  Big  Boy  name,  agreed  to  finance  $5  million  of  the 
ice,  allowing  her  to  pay  it  off  over  20  years,  with  10% 
terest.  But  to  raise  $200,000  for  the  downpayment,  Taggares 
id  to  sell  most  of  her  possessions  and  cash  in  her  life  insur- 
ice  policy.  The  gamble  was  worth  it,  though.  "To  me,  busi- 
es is  the  ultimate  game,"  she  says.  "And  if  you're  going  to 
I  the  best  in  the  game,  you  have  to  be  the  boss."  She  even 
is  the  business  card  to  prove  it. 

By  David  Castellon  in  Los  Angeles 


IICHAEL  SINCLAIR: 

lEALTH  CARE'S  WHIRLING  DERVISH 


ast  year,  health 
■care  executive  Mi- 
lael  J.  Sinclair  flew 

Finland  for  a  one- 
ly  meeting  that  still 
akes  him  shiver.  Af- 
r  huddling  briefly 
ith  a  group  of  bank- 
's, the  chairman  of 
ifetime  Corp.  went 
it  for  an  afternoon 
"  downhill  skiing.  Then  the  bank  officers  dragged  Sinclair  on 
1  exhausting  10-kilometer  cross-country  skiing  jaunt,  during 
hich  he  tumbled  into  the  snow  and  snapped  his  ski  poles, 
inally,  the  men  stripped  off  their  clothes,  piled  into  a  sauna, 
id  wrapped  up  their  agreement  over  ice-cold  beer. 
It's  a  good  thing  this  doesn't  happen  every  time  Sinclair 
akes  a  deal — his  body  might  not  be  able  to  take  it.  In  the 
ist  three  years,  the  British  executive  has  strung  together  six 


acquisitions  to  build  Lifetime  into  a  major  supplier  of  nurses 
to  the  home  health  care  industry,  with  estimated  1989  reve- 
nues of  $460  million.  The  company  is  heavily  leveraged,  and  a 
$4.7  million  real  estate  write-down  has  depressed  net  earnings 
in  the  three  most  recent  quarters.  But  operating  profits  are  up 
74%  in  the  first  nine  months,  to  $6.3  million.  Sinclair,  who 
splits  his  time  between  London  and  the  company's  Boston 
headquarters,  continues  to  harbor  big  ambitions.  He  aims  to 
boost  his  U.  S.  market  share  from  4%-  to  15%  within  five  years, 
at  least  partly  through  acquisitions. 

Sinclair,  46,  got  into  the  nursing  business  by  chance.  The 
son  of  East  End  hairdressers,  he  had  begun  training  as  a 
psychiatrist  when  a  friend  suggested  he  open  a  nursing  home. 
He  spent  much  of  the  1970s  building  nursing  homes  and 
private  hospitals  throughout  Britain  and  the  Mideast.  His  first 
attempt  at  running  a  U.  S.  nursing  home,  in  Nashville,  was  a 
bust:  He  lost  $400,000  on  that  1983  deal.  Since  then,  he  has 
stuck  to  acquiring  companies  that  supply  medical  personnel. 
"Making  profits  is  not  easy,"  concedes  Sinclair.  "But  success 
is  based  on  having  the  emotional  stamina  to  stick  with  it."  Just 
ask  his  Finnish  banker  friends. 

By  Richard  A.  Melcher  in  London 


JERRY  STERNER:  ROLLING  IN 
OTHiR  PEOPLE'S  MONEY 


If  playwright  Jerry  Sterner 
were  to  pen  a  stage  version 
of  his  own  life,  critics  would 
call  it  implausible.  "A  guy 
spends  most  of  his  life  as  a 
businessman,  gives  it  up  for 
an  artistic  venture,  and  winds 
up  making  more  money  than 
he  ever  made  before,"  says 
Sterner  with  a  cackle. 
"There's  a  certain  kind  of  iro- 
ny in  that." 

Sterner,  of  Brooklyn,  N.  Y., 
is  the  author  of  Other  People's  Money,  one  of  the  most 
successful  off-Broadway  plays  of  recent  years.  The  show,  both 
dramatic  and  funny,  is  about  a  sleazy  corporate  raider's  ef- 
forts to  take  over  a  somnolent  New  England  wire  manufactur- 
er. It  has  been  playing  to  packed  houses  for  10  months,  but 
now  Sterner  really  stands  to  cash  in:  He  recently  signed  a  deal 
with  Warner  Brothers  Inc.,  which  plans  to  produce  a  movie 
version  with  Norman  (Moonstruck)  Jewison  directing.  If  the 
movie  is  a  hit,  it  could  make  Sterner  more  than  $10  million. 

Sterner,  50,  has  been  writing  plays  since  he  was  a  child.  For 
a  while,  the  Bronx  native  worked  nights  in  a  subway  token 
booth  so  he  could  write  when  no  one  was  around.  But  in  1970, 
four  years  after  he  got  married,  he  decided  he  needed  more 
money,  so  he  went  into  the  real  estate  business.  He  eventually 
l»ecame  president  of  David  C.  Gold  &  Co.,  a  New  York  real 
estate  company.  By  1983,  though,  he'd  had  enough  and  left  to 
write  full-time. 

His  first  effort.  Be  Happy  for  Me,  was  a  flop.  Then  he  got 
the  idea  for  Other  People's  Money.  It  came  to  him  after  a 
company  he  invested  in  was  put  into  play  (to  name  it  would 
spoil  the  show's  ending).  Now  that  he  has  had  a  hit,  Sterner  is 
resisting  the  urge  to  keep  writing  about  business.  But  he  will 
keep  using  money  as  a  plot  device.  "I  think  money  is  the 
single  most  revealing  thing  about  a  person,"  he  says.  "When 
somebody  looks  at  a  dollar  bill,  you  can  see  their  reflection." 
His  own  reflection  is  smiling  all  the  way  to  the  bank. 
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htrodudng  the  Chrysler  New¥)rker  Fifth  Avenu 


How  important  is  the  elegance  of 
Chrysler  NewY)rker  Fifth  Avenue 
if  it  carit  protect  you  in  an  emergency? 


tildes 


isak 


The  first  feeling  you  experience  in  a 
new  Chrysler  Fifth  Avenue  is  one  of 
instant  gratification.  And  why  not? 
Available  Mark  Cross  leather,  more 
legroom  than  the  biggest  Cadillac, 
climate-controlled  air  conditioning, 
four-speaker  Infinity  II  stereo 
sound... and  more  luxury  features 
standard  than  any  car  in  its  class. 


But  in  a  driving  emergency,  all 
thoughts  of  creature  comforts  vanish 
rapidly.  Only  safety  matters.  To  you, 
and  to  Chrysler 

Engineering  for  safety:  air  bags 
and  anti-lock  brakes. 

The  driver's  air  bag,  standard  in 
Fifth  Avenue  and  every  other  pas- 
senger car  Chrysler  builds  m  the  U.  S. , 


is  a  product  of  advanced  engineerinf 
and  exhaustive  testing.  The  bag  itself 
is  housed  inside  the  steering  whe« 
trim  cover.  When  its  sensors  detect  | 
front-end  impact  of  more  than  10  mph 
the  bag  inflates  to  protect  the  driver' 
head  and  chest.  It  happens  in  50  milli 
seconds,  about  half  the  time  it  takes  t 
blink  your  eye.  The  combination  c 


tOptional.  *See  these  limited  warranties  at  dealer  Restrictions  apply.  5/50  excludes  normal  maintenance,  acjustments  and  wear  Items.  Deductible 
on  powertrain  after  5/50.  Warranty  and  features  comparison  vs.  '89  competition.  Legroom  vs.  Cadillac  BrouKhani. 


Krui  UTi 


rysler's  air  bag  and  lap-shoulder  belt 
•vides  the  most  effective  driver 
sty  system  available  today 
The  new  Chrysler  Fifth  Avenue  also 
jrs  a  four-wheel  anti-lock  disc  brake 


Unver-side  air  bag. 
Inflates  in  50  milliseconds. 


Item,  one  of  the  most  sophisticated 
i  efficient  in  the  world!  An  electronic 
itrol  unit  senses  the  speed  of  each 


wheel  and  determines  the  rate  of 
deceleration.  When  that  rate  is  too 
rapid,  the  system  correctly  reduces 
the  amount  of  hydraulic  pressure 
applied  to  each  brake,  helping  to  pre- 
vent lockup  and  skidding. 


Chrysler's  Crystal  Key  Program 

BASIC  CAR 
WARRANTY 

Covers  entire 
car  except 

normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

DEDUCTIBLE 
YOU  PAY 

FOR  REPAIR 
ol  major 

components 

POWERTRAIN 

ENGINE 
PROTECTION 

OUTER  BODY 
RUST 
THROUGH 
PROTECTION 

CHRYSLER 
NEW  YORKER 
FIFTH  AVENUE 

5  YEARS: 
50.000 
MILES 

5  YEARS/ 
50,000 
MILES 

NONE 

7  YEARS. 
70.000 
MILES 

7  YEARS 
100.000 
MILES 

ROLLS  ROYCE 
CORNICHE 

3  YEARS 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

NONE 

3  YEARS 
UNLIMITED 

3  YEARS 
UNLIMITED 

MERCEDES 

BENZ 
560  SEL 

4  YEARS. 
50.000 
MILES 

4  YEARS/ 
50.000 
MILES 

NONE 

4  YEARS/ 
50.000 
MILES 

4  YEARS 
50.000 
MILES 

CADILLAC 
SEDAN 
DEVILLE 

4  YEARS/ 
50.000 
MILES 

4  YEARS 
50.000 
MILES 

$100  AFTER 
1  YR  '12.000 
MILES 

4  YEARS. 
50.000 
MILES 

6  YEARS 
100.000 
MILES 

LINCOLN 
CONTINENTAL 

1  YEAR 
12.000 
MILES 

6  YEARS 
60.000 
MILES 

$100  AFTER 
1  YR  12.000 
MILES 

6  YEARS/ 
60000 
MILES 

6  YEARS 
100  000 
MILES 

sensing  and  adapting  to  changes  in 
speed  and  road  conditions  over  140 
times  a  second.  Electronically  and 
automatically,  Ultradrive  shifts  into 
precisely  the  right  gear  at  precisely  the 
right  moment.  Result:  a  smoother  ride, 
enhanced  engine  re- 
sponse and  impressive 
fuel  efficiency 

The  protection 
behind  the 
engineering. 


Just  as  important,  the  system  allows 
the  driver  to  maintain  positive  steering 
control  during  emergency  braking  sit- 
uations, and  can  dramatically  shorten 
stopping  distances  when  the  road  is 
wet  and  slippery. 

Engineering  for  performance: 
a  new  engine  and  transmission. 

Fifth  Avenue's  new  3.3-liter  V-6, 
with  multi-point  electronic  fuel  injec- 
tion and  direct  ignition,  is  engineered 
exclusively  for  Chrysler's  luxury 
sedans.  It  generates  more  horsepower 
than  many  larger  competitive  engines 
and  delivers  90%  of  its  full  torque  at 
only  1,600  rpm.  That  means  quick  accel- 
eration and  pleasantly  quiet  cruising. 
And  because  direct  ignition  means  no 
distributor,  the  timing  never  needs 
adjusting. 

Ultradrive  is  the  world's  first  and 
only  fully  adaptive,  electronically  con- 
trolled four-speed  automatic  transmis- 
sion. It  "fine-tunes"  itself,  constantly 


Fifth  Avenue  comes 
with  the  most  com- 
prehensive luxury  sedan 
protection  in  the  indus- 
try Chrysler's  7-year  or 
70,000-mile  warranty 
on  the  powertrain,  and  7  years  or 
100,000  miles  against  outer  body  rust- 
through.  You  also  get  Crystal  Key 
Owner  Care,  a  5/50  bumper  to  bumper 
protection  plan  unequalled  even  by 
Rolls  Royce  or  Mercedes* 

Crystal  Key  covers  the  engine, 
powertrain,  air  conditioning,  steering, 
suspension,  and  electrical  systems. 
And... especially  welcome  to  today's 
drivers... it  protects  Fifth  Avenue's 
advanced  electronic  components. 

The  look  and  feel  of  elegance. 
Advanced  engineering  for  safety  and 
performance.  Maximum  warranty  pro- 
tection. All  in  Chrysler  New  Yorker 
Fifth  Avenue. 


7/70 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler- Plymouth  Dealer 


Chrysler 


There  Is  No  Luxury 
V^ithout  Engineering. 
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ACQUISITIONS! 


KODAK  MAY  WISH 

IT  NEVER  WENT  TO  THE  DRUGSTORE 


Coughing  up  $5  billion  for  sickly  Sterling  Drug  hasn't  paid  off  yet 


Just  mention  Sterling 
Drug,  and  many  East- 
man Kodak  Co.  stock- 
holders still  cringe.  "Not  the 
brightest  move,"  fumes  Da- 
vid N.  Dreman,  whose  Dre- 
man  Value  Management  LP 
has  sold  two- thirds  of  the  2.5 
million  Kodak  shares  it 
owned  a  year  ago.  "I  wonder 
if,  knowing  what  they  know 
now,  they  still  would  have 
done  the  deal." 

When  the  Rochester  (N.  Y.) 
company  shelled  out  $5.1  bil- 
lion, or  35  times  earnings,  for 
Sterling  Drug  Inc.  in  1988,  all 
it  received  from  investors 
was  a  resounding  Bronx 
cheer.  Kodak  had  its  own 
problems,  and  Sterling  was 
widely  viewed  as  an  also-ran 
in  pharmaceuticals.  Kodak 
diligently  installed  its  own 
managers,  focused  Sterling's 
research  spending,  and  as- 
sured angry  shareholders 
that  Sterling's  drug-development  effort 
would  eventually  pay  off. 

But  now,  Sterling's  troubles  have  mul- 
tiplied. Its  best-selling  drugs  are  run- 
ning into  tough  competition,  and  prod- 
ucts once  viewed  as  viable  successors 
have  tripped  up  in  testing  (table,  page 
76).  While  Sterling  is  badly  in  need  of 
some  new  income  producers,  Kodak  ex- 
ecutives have  quietly  cut  some  of  the 
short-term  projects  that  could  have  gen- 
erated new  revenues  relatively  soon. 
Now,  Kodak  has  to  live  with  a  disturb- 
ing reality:  Even  if  all  goes  smoothly,  it 
can  take  as  long  as  a  decade  to  fill  up  a 
dry  pipeline. 

QUICK  FIX.  Kodak  President  Kay  R. 
Whitmore,  who  pushed  hard  for  the  pur- 
chase, says  the  company  is  still  happy 
with  Sterling.  By  cutting  costs,  adding 
more  cash  for  research,  and  streamlin- 
ing operations.  Sterling's  laboratory  pro- 
ductivity will  improve.  "The  issue  is 
when  we'll  see  an  enhanced  pipeline 
from  enhanced  spending,"  Whitmore 
says.  Even  if  it  takes  years,  he  adds, 
fixing  Sterling  is  quicker  than  starting 
from  scratch  in  the  drug  business. 


Critics,  however,  think  Kodak  simply 
paid  too  much  for  a  business  it  didn't 
know  how  to  run.  True,  compared  with 
the  bigger  pharmaceutical  mergers  that 
followed,  the  hefty  sum  Kodak  paid  for 
Sterling  doesn't  seem  outlandish.  But 
when  Beecham  Group  PLC  bought 
SmithKline-Beckman  Corp.  this  July,  it 
got  a  first-class  distribution  network. 
And  by  merging  with  Squibb  Corp.  in 
August,  Bristol-Myers  Co.  got  a  rich 
portfolio  of  drugs  in  development.  Ster- 
ling has  neither.  Instead,  analysts  say, 
interest  on  Sterling-relat- 
ed debt  will  exceed  the 
unit's  operating  earnings 
by  as  much  as  $50  million 
this  year. 

That's  hardly  what  Ko- 
dak needs.  Although  the 
Standard  &  Poor's  500- 
stock  index  is  up  about 
37%  since  the  merger, 
Kodak's  stock  is  down  al- 
most 10  points,  to  42.  The 
$17  billion  company  is  in 
the  midst  of  its  fourth 
major  restructuring  in 
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STERLING  DRAGS 
DOWN  KODAK 

5-       EARNINGS  PER  SHARE' 
□  AS  REPORTED     ■  WITHOUT 
STERLING 


3- 


'87  '88 
▲  DOLLARS 

■BEFORE  EXTRAORDINARY  CHARGES 
DATA:  SMITH  BARNEY,  HARRIS  UPHAM  S  CO 


five  years,  and  frustrated  in; 
vestors  who  have  watchec 
profits  gyrate  since  1983  are 
wondering  if  Chief  Execu| 
five  Colby  H.  Chandler  will| 
fix  things  before  he  retires 
next  year.  That's  not  likely.! 
With  Kodak  v/riting  offl 
more  than  $227  million  tot 
shed  4,500  jobs,  total  profits! 
should  drop  25%  this  year,  toj 
$1.05  billion.  Kodak's  X-rayl 
and  copier  businesses  ares 
slumping,  and  weakening! 
margins  in  the  company's|; 
chemical  and  core  photo-$i 
graphic  units  bode  poorly  forS 
1990.  '  I 

LINGERING  PAIN.  Sterling,  the  I 
maker  of  Bayer  aspirin,  was 
meant  to  ease  the  pain.  Fac- 
ing the  prospect  of  stagna- 
tion in  its  photographic  busi- 
nesses, Kodak  had  been 
eyeing  the  drug  industry 
since  the  early  1980s.  All 
Sterling  really  needed,  Whit- 
more figured,  was  more  money.  Its  re- 
search expenditures  were  tiny  compared 
with  industry  giants  Merck  &  Co.  andf 
Beecham.  "Sterling  was  spreading  fund- 
ing over  too  many  activities — and  under- 
funding  each  activity,"  Whitmore  says. 
So  Kodak  quickly  doubled  its  annual  re- 
search budget,  to  $200  million,  a  percent- 
age of  its  sales  on  a  par  with  its  biggest 
rivals.  At  the  same  time,  health  group 
Vice-President  Leo  J.  Thomas,  a  long- 
time Kodak  scientist  who  is  now  respon- 
sible for  Sterling,  axed  marginal  devel- 
opment projects.  This 
year,  he  also  canceled 
agreements  with  NeoRx 
Corp.  and  Cytogen  Corp., 
each  of  which  had  put 
out  six  diagnostic  prod- 
ucts for  test-marketing. 

The  risk,  of  course,  is 
that  Sterling  has  put  too 
many  eggs  in  too  few 
baskets.  Indeed,  the 
strategy  is  already  show- 
ing cracks.  Kodak  admits 
that  formerly  bright 
prospects  such  as  Milri- 
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Actual  size. 


An  interest  rate  fluctuation  in  Tokyo  kills  a  real  estate  deal  in 
Des  Moines.  Bond  swings  in  London  spell  the  difference  between 
the  success  or  failure  of  a  public  offering  in  New  York. 

It's  a  small  world.  Where  financial  markets  are  interconnected. 
Where  events  unfold  faster.  Decisions  are  trickier.  The  future  more 

unpredictable. 

No  one  is  better 
positioned  to  help  you 
in  this  climate  than  the 
CIGNA  companies. 

We  have  specialists 
around  the  world.  In 
everything  from  fixed 
income  and  real  estate 
to  domestic  and 
international  equities. 

A  team  constantly 
exchanging  information 
to  give  us  a  better  view 
of  the  big  picture. 

As  a  result,  we're  able 
to  see  things  others  may 
not;  anticipate  events, 
not  just  react  to  them;  and  separate  opportunities  from  pitfalls. 

We  apply  that  knowledge  to  solid,  prudent  investment  strategies, 
customized  to  your  specific  needs.  Balancing  return  potential  with  a 
risk  level  that  meets  your  objectives. 

For  information,  write  CIGNA  Investments,  Inc.,  Dept.  RD, 
Hartford,  CT  06152.  Because  when  the  world  is  this  small,  every 
investment  decision  is  a  big  one. 


We  get  paid  for  resultsT 


Taking  up  w/iei 


J.  "Zerodur"  from  Schott: 
it  does  not  expand  one 
iota,  even  when  subjected 
to  temperatures  of 
1.500- F 


When  it  comes  to  inventiveness, 
nature  is  hard  to  beat.  Examples 
from  the  mineral  kingdom  alone 
attest  to  an  extraordinary  range 
of  creativity. 

 Carbon   is  transformed 

into  diamond,  the  world's  hard- 
est mineral.  Another  mineral  has 
magnetic  attraction.  Some  float 
on  water,  and  still  others  can 
produce  electricity. 
 Mineralogists  have  cate- 


gorized over  2,000  minerals 
with  an  amazing  variety  of 
characteristics. 

 But   there's  something 

missing  in  nature's  catalogue:  a 
material  that  does  not  expand 
under  extreme  temperatures. 

 And  so  Schott  has  filled 

the  gap  with  a  glass-ceramic 
called  "Zerodur".  It  has  a  70°.c 
crystal  content  and  does  not 
alter  its  shape  or  size  one  iota. 


even  when  subjected  to  tem- 
peratures up  to  1.500  °F. 

 A    material    with  such 

stability  is  proving  indispensa- 
ble to  the  aviation  industry 
and  astronomers.  It's  making 
it  possible  for  the  European 
Southern  Observatory  to  build 
the  world's  largest  telescope 
using  4  "Zerodur"  mirror  blanks, 
each  measuring  almost  27  feet 
in  diameter. 


1-  "Zerodur":  zero  expan- 
sion. 2.  Pumice:  floats 
on  water.  3.  Tourmaline: 
produces  electricity. 
4.  Serpentine:  heat  resis- 
tant 5.  Beryl:  once  used 
to  make  eyeglass  lenses. 
6.  Heulandite:  a  molecular 
sieve.  7.  Azurite:  tradi- 
tional pigment  8.  Graphite: 
extremely  soft  form  of 
carbon.  9.  Diamond:  the 
hardest  mineral,  another 
form  of  carbon. 
10.  Granite:  the  hardest 
stone.  11.  I^agnetite:  a 
natural  magnet. 

12.  Grossularite:  highly 
symmetrical  crystals. 

13.  H4ica:  composed  of 
thin,  heat  resistant  layers. 

14.  Autunite:  fluoresces 
under  ultraviolet  light. 

15.  Opal:  one  of  the  most 
beautiful  minerals. 
IS.  Natural  glass. 

17.  Calcite:  double  refrac- 
tion characleristics. 

18.  Ulexite:  rigid  image 
conductor 


 Ideally  suited  for  use  in 

space,  Schott's  glass-ceramic 
also  has  its  place  in  the  kitchen 
Our  "Ceran"  cooktops  never 
warp  -  and  keep  the  heat  from 
wandering. 

—  Glass  -  ceramics,  avail- 
able from  Schott  Glass  Technol- 
ogies, are  just  one  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 


glass  helps  keep  technology 
advancing. 

 Schott  worldwide  50  000 

products,  42  production  facili- 
1'^^'  '®P''esented  in  more  than 
100  countries,  with  over  $  1  billion 
in  sales. 

 Schott  in  the  USA.  8  com- 
panies employing  more  than 
1,200  people. 

  Would  you  like  to  know 

more  about  our  special  glass? 


Write  to:  Schott  Corporation, 
Department  B  21,  3  Odell  Plaza 
Yonkers,  NY  10701. 


B  SCHOTT 

Nobody  knows  more  about  glass. 


le  Corporation 
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General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  OH  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1  1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Sfiell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

^^^^^^^ 
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27 
million 
Americans 
can't  read. 
And  guess 
whopsQ^ 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 


none,  an  oral  treatment 
for  congestive  heart  fail- 
ure, and  Disoxaril,  an 
antiviral  drug,  'have 
stumbled  badly  in  test- 
ing. And  though  Kodak 
is  still  optimistic  about 
two  other  drugs,  analysts 
say  PEG-SOD,  an  enzyme 
that  helps  reduce  tissue 
damage  in  transplant  op- 
erations, is  proving  less 
effective  than  anticipat- 
ed, while  Interleukin-4, 
a  once-promising  cancer 
treatment,  will  come  to 
market  after  a  competing 
version  from  Schering- 
Plough  Corp. 

What'.s  left?  Nothing 
that  will  produce  signifi- 
cant revenue  before  the 
mid-1990s.  Kodak's  di- 
verse array  of  invest- 
ments in  biotechnology  outfits  since  1985 
hasn't  yielded  any  pharmaceuticals.  And 
though  Sterling's  labs  have  produced 
promising  new  cancer  drugs,  they're 
stuck  in  the  early  phases  of  Federal 
Drug  Administration  testing. 
POTENT  RIVALS.  Meanwhile,  current  mon- 
ey makers  are  fading.  In  the  past  year, 
revenues  from  Bayer  aspirin  have  plum- 
meted 20^f,  to  about  S150  million.  More 
powerful  analgesics  such  as  ibuprofen 
have  cut  away  at  Bayer's  market  share, 
and  expected  new  sales  to  heart  patients 
never  materialized.  Even  more  worri- 
some is  Omnipaque,  easily  Sterling's  big- 
gest pharmaceutical  product.  The  sub- 
stance, which  is  injected  into  patients  to 
help  X  rays  pinpoint  problems,  brought 
in  more  than  $200  million  in  U.  S.  reve- 
nues this  year.  But  now, 
both  Bristol-Myers' 
Squibb  unit  and  Interna- 
tional Minerals  &  Chemi- 
cal Corp.  are  introducing 
potent  rivals.  Says  Pru- 
dential-Bache  Securities 
Inc.  drug  analyst  Neil 
Sweig:  "Omnipaque  is 
headed  into  a  storm  in 
the  '90s."  The  same  could 
be  said  for  Danocrine,  a 
big-selling  breast  cancer 
drug  that  lost  patent  pro- 
tection in  late  1987. 

After  five  years  of 
healthy  growth,  Ster- 
ling's operating  profits 
probably  will  flatten  this 
year,  at  about  $430  mil- 
lion. And  without  new 
revenue,  Thomas'  only 
option  is  to  cut  costs. 
He's  consolidating  Ster- 
ling's research  facilities 


SOME  OF  STERLING'S  PRODUCTS 
 FACE  PROBLEMS...  

OMNIPAQUE  This  diagnostic  imaging  product  has  been  a 
star  for  years.  But  new  competition  should  cut  profits 

DANOCRINE  Breast  cancer  treatment.  A  steady  perform- 
er, but  patent  protection  ran  out  in  1987,  cutting  sales 

...AND  ITS  LABS 
MAY  NOT  COME  TO  THE  RESCUE 

MILRINONE  Oral  drug  for  congestive  heart  failure.  Once 
viewed  as  a  future  star,  tests  this  year  questioned  effica- 
cy, found  side  effects 

INTERLEUKIN-4  Anticancer  drug.  Huge  market  if  it 
works,  but  proof  is  a  long  way  off.  Meanwhile,  Schering- 
Plough  may  have  taken  the  lead  with  a  competing  version 

PEG-SOD  Reduces  tissue  damage  in  transplants,  another 
big  market.  But  effectiveness  is  in  question 

DATA:  EASTMAN  KODAK  CO.,  BW 
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with  Kodak's  and  cutting  unprofitable 
operations  overseas.  Employment 
down  20%  from  three  years  ago, 
17,500.  Thomas  still  is  looking  to  1 
Sterling's  over-the-counter  businesses 
with  brand  extensions  and  stronger  mar-l 
keting.  His  next  challenge  will  be  build-l 
ing  a  credible  distribution  organization! 
Sterling  always  has  had  problems  getj 
ting  drugs  into  doctors'  offices. 

Kodak  knew  that  tv/o  years  ago.  It 
knew,  too,  that  Sterling's  $5  billion  price 
tag  was  far  more  than  it  had  previouslj 
considered  spending  on  such  a  purchase.) 
"Was  Sterling  the  perfect  candidate'?' 
Whitmore  muses.  "I  don't  know  if  there 
is  such  a  thing."  Some  Kodak  sharehold-] 
ers  are  far  less  equivocal. 
By  Keith  H.  Hammonds  in  Rochester,  N.  F.| 
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It  may  seem  like  a  busmess  paradox,  but  sometimes  less  is  more. 
At  least  when  it  comes  to  adding  paper  and  toner  to  the  new  Minolta  EP  8600 
high-volume  copier  Its  triple  barrel  toner  capacity  lets  you  produce  up  to  50,000 
copies  between  refills.  Or  almost  double  that  of  any  other  machine  in  its  class. 
■ff^^     -'^  Now  that's  productivity  But  It's  just 

the  beginning. 

I  With  Its  standard  paper  trays  and 

optional  large  capacity  tray  you  can  load 
up  to  4000  sheets.  And  at  60  copies  a 
minute,  you'll  get  a  lot  more 
accomplished. 
An  LED  help  screen  accesses  over  40  different  messages 
solving  virtually  any  copying  problem  at  the  touch  of  a  button. 


Minolta's  Intelligent  Commander  makes  time-consuming  jobs  easier  It's  a 
self-contained  editor  and  control  panel  that  lets  you  program  and  store  different 
operational  sequences  on  a  memory  card. 

Other  innovative  features  m  the  EP  8600  include  automatic  duplexing, 
reduction  (up  to  61%  of  original)  and  enlargement  (up  to  164%  of  original), 
automatic  paper  selection/automatic  magnification  selection,  and  dual  original 
copying  for  producing  your  own  booklets. 

If  you  want  to  get  more  out  of  work,  the  Minolta  EP  8600  could  be 
just  the  kind  of  input  you've  been  looking  for  So  call 
1-800  -USA -DIAL,  Ext.  777  for  the  Minolta  dealer  nearest  you. 
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His  Master^s  Choice 


Business  calls  for  Mark  Cross  Signet,  a  handcrafted  collection  of 
leathergoods  in  our  signature  design  of  dark  brown  pigskin  and  russet  calfskin. 
Shown  here:  Three-suit,  carry-on  garment  bag,  $1,575. 
Classic  legal  briefcase,  $660. 

MarkCross  ,  _ 

New  York:  Fifth  Avenue,  World  Financial  Center  ^«t/SHtO  ^ 

San  Francisco  •  Bal  Harbour  Shops  •  Atlanta  •  Troy  •  Houston  •  Dallas  •  South  Coast  Plaza  ■  Beverly  Hills  •  Boston 
Chicago  •  St.  Louis  •  Ct)lorado  Sprinfjs  •  The  Mall  At  Short  Hills  •  Palm  Beach  ■  Washington,  D.C. 


People  and  trends  on  the  cutting  edge  of 
isPacific  lifestyle,  business,  politics,  media  and 
i  arts  •  The  Pacific's  hotspots  for  business  and 
)leasure   •  Hotels,  airlines  and  inside  tips  on 
nsPacific  travel  ♦  The  Asian  American  perspec- 
on  the  issues  that  affect  how  you  work  and  play 

TRANSPACIFIC 

Style   and   Gharactar   of   tha   Pacific  Rim 


Act  Now  SAVE  $16 


Just  fill  out  this  coupon  and  mail  it  with 
your  check  for  $14  before  December  21, 
1989.  We'll  send  you  12  issues  of 
TRANSPACIFIC  at  a  53%  savings. 

Money-back  guarantee:  If  you  aren't  completely  satisifed 
with  TRANSPACIFIC,  you'll  receive  a  prompt  and  full 
refund  on  all  unmailed  copies. 

Name  

Address  

City  


St 


Zip. 


I  am  enclosing  a  check  for  $14. 

Mail  to:  Subscription  Dept.,  202  Main  Street, 

Ste.  17,  Venice,  CA  90291. 
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PRESSING  THE  FLESH  AT  GIANT'S  MAIN  BAKERT:  COHEN  EVEN  CONSTRUCTS  HIS  OWN  STORES 


WHY  GIANT  FOODS 

IS  A  GARGANTUAN  SUCCESS 


Izzy  Cohen's  $3.2  billion  chain  keeps  coming  up  with  new  ideas 


Israel  Cohen  has  the  grocery  business 
in  his  veins.  At  age  12,  he  began 
stocking  shelves  in  his  father's 
butcher  shop  in  Lancaster,  Pa.  By  15,  he 
was  driving  his  dad's  1935  Chevy  truck 
to  Baltimore  to  buy  eggs  and  butter.  In 
the  decades  since,  Cohen  has  helped 
transform  that  little  shop  into  $3.2  bil- 
lion Giant  Food  Inc.,  the  148-store  chain 
that  dominates  the  Washington  (D.  C.) 
market.  "Izzy's  got  the  best  instincts  in 
the  industry,"  says  Eliot  H.  Benson,  an 
analyst  with  Ferris,  Baker  Watts  Inc. 

The  77-year-old's  feel  for  the  food 
trade  has  produced  a  steady  rise  in  mar- 
ket share,  much  of  it  at  the  expense  of 
megarival  Safeway  Stores  Inc.  (chart). 
Giant,  based  in  Landover,  Md.,  is  expect- 
ed to  post  a  $114  millon  net  profit  in 
fiscal  1989,  ending  next  February,  a 
154%  rise  since  1985.  But  the  most  im- 
pressive measure  of  performance  is  its 
aftertax  profit  margin.  At  3.28%,  Giant's 
is  triple  the  industry  average.  How  does 
Cohen  do  it? 

Moxie.  Not  only  does  Giant  routinely 
gun  down  competitors  with  price  wars 
but  it  also  cuts  out  the  middleman.  It 
manufactures  a  number  of  its  own 
house  brands,  builds  many  of  the  shop- 
ping centers  it  anchors,  shoots  its  own 
television  commercials,  and  even  does  its 
own  pest-spraying  and  locksmithing.  The 
rest  of  the  formula:  giving  affluent  sub- 


urbanites huge  stores  with  a  vast  choice 
of  goods  and  top  service.  Giant  was 
among  the  first  with  such  trendy  offer- 
ings as  gourmet  meals  to  go  and  fresh, 
store-made  pizza. 

Still,  questions  remain  about  whether 
Giant  can  keep  up  the  torrid  pace.  Some 
analysts  fear  that  the  regional  grocer, 
which  opens  four  to  five  stores  a  year,  is 
saturating  its  markets. 
Indeed,  its  third-quarter 
same-store  sales  growth 
slowed,  to  6.27"  from 
8.67  in  the  year-earlier 
quarter.  And  thanks  to 
a  new  union  contract, 
Giant's  labor  costs 
could  rise  more  than 
10%'  next  year.  As  a  re- 
sult. Giant's  stock  slid 
20%  below  its  $36.25 
high.  The  stock  now 
trades  at  15  times  earn- 
ings, or  less  than  two- 
thirds  that  of  the  fastest-growing 
chains.  Cohen  shrugs.  "People  were  say- 
ing 10  years  ago  that  we  were  running 
out  of  room,"  he  says. 

Indeed,  Giant  has  shown  that  it  can 
keep  grabbing  market  share  by  being 
innovative  and  brutal  on  pricing.  Closely 
held  Giant  hasn't  had  to  take  on  huge 
debt,  as  did  Safeway,  which  went  private 
in  a  leveraged  buyout  in  1986.  Its  subse- 


A  GIANT  GAIN 
IN  SUPERMARKETS 
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quent  restructuring  forced  Safeway 
shutter  70  marginal  stores.  Giant  a| 
tacked  with  a  round  of  price  cuts  and 
coupon  binge.  Giant  should  gain  furtht 
ground  because  Safeway  was  forced 
match  Giant's  recent  labor-cost  increas^ 

Right  now,  Giant  is  fending  off 
more  pressing  threat.  Shoppers  Fool 
Warehouse,  one  of  the  nation's  growinj 
number  of  no-frills  operators,  has  growl 
more  aggressive  under  new  ownershiiT 
So  now.  Giant  is  targeting  substanti^ 
coupon  discounts  at  their  20  stores. 

This  is  expensive,  but  Cohen  balancel 
it  by  squeezing  every  penny  out  of  opeif 
ations.  Giant  produces  its  own  milt 
soda,  ice  cubes,  ice  cream — even  plastil 
packagings.  So  efficient  are  the  oper^ 
tions  that  another  chain,  Supermarket! 
General  Corp.,  has  explored  buying  st 
pies  from  Cohen.  Some  of  Giant's  vertl 
cally  integrated  units  are  profit  centers 
Take  its  shopping-center  constructioi 
crews.  During  slack  periods,  they  eari 
more  than  $20  million  a  year  from  oulf 
side  work. 

CUSTOMER  LOYALTY.  Innovative  tec 
niques  will  also  help  Giant  keep  its  edgi 
A  half-price  salad  bar  boosted  sales  du: 
ing  the  traditionally  slow  summe 
months.  Cohen  is  currently  testing 
"frequent-buyer"  program  that  will  n 
ward  customer  loyalty  with  credits  t( 
ward  future  purchases.  Giant's  tactici 
leave  competitors  with  modest  amb 
tions.  Sighs  Mark  B.  Polsky,  senior  vie 
president  of  13-store  Magruder  Inc.| 
"The  rest  of  us  take  our  niche  and  d' 
what  we  can." 

No  wonder  Wall  Street  worries  abou 
a  Giant  without  Cohen.  At  some  point| 
the  special  stock  arrangement  that  ha: 
kept  Giant  immune  from  a  takeove: 
could  mean  trouble.  Co' 
hen  and  the  estate  o 
Giant's  other  co 
founder,  the  late  Samu 
el  Lehrman,  control 
special  class  of  stoc^ 
that  gives  them  full  vot\ 
ing  control.  Say  thei 
heirs  want  to  cash  outlj 
That  might  be  difficul 
short  of  an  outrigh 
sale.  For  its  part,  Gian 
says  that  it  has  a  pla 
for  an  orderly  transi- 
tion, though  manage' 
ment  won't  discuss  the  details. 

The  operations  structure  Cohen  hai 
built  is  a  strong  one.  And  he  has  a  soli 
management  team  under  him.  Besides 
Cohen  points  out,  longevity  is  on  his 
side.  He  may  be  77,  but  his  father  was 
active  at  Giant  until  90.  The  upshot?  Ri 
vals  could  still  have  Giant  to  kick  them 
around — for  some  time  to  come. 

By  Dean  Foust  in  Landover,  Md. 
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THE  SEDUCTION  OF 
SENATOR  ALAN  CRANSTON 
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A  troubling  case  study  of  how  money  talks  in  Washington 


They  make  an  odd  couple:  Charles 
H.  Keating  Jr.,  the  embattled  Ari- 
zona businessman,  is  an  arch-con- 
servative who  trumpets  his  devotion  to 
the  free  market  and  crusades  against 
pornography  and  abortion.  Senator  Alan 
Cranston  (D-Calif.)  is  a  leading  liberal 
who  based  his  1984  White  House  bid  on 
a  call  for  higher  social  spending  and  a 
nuclear  freeze. 

The  two  men  are  now  enmeshed  in  a 
spreading  scandal  over  the  collapse  of 
Keating's  Lincoln  Savings  &  Loan  Assn. 
The  Senate  Ethics  Committee,  the  Jus- 
tice Dept.,  and  several  other  federal 
agencies  are  looking  into  whether  Cran- 
ston and  four  other  senators  delayed  the 
efforts  of  thrift  regulators  to  close  Lin- 
coln. Liquidating  the  thrift,  which  was 
seized  by  federal  authorities  on  Apr.  14, 


may  wind  up  costing  the  government 
$2.5  billion,  making  it  the  most  expen- 
sive collapse  in  the  S&L  debacle. 

It  is  by  no  means  certain  that  any  of 
the  investigations  will  result  in  charges 
of  wrongdoing.  In  fact,  many  lawmakers 
privately  insist  that  the  Keating  Five's 
efforts  were  a  perfectly  proper  form  of 
constituent  service. 

But  what  seems  like  routine  on  Capi- 
tol Hill  strikes  many  outside  of  Wash- 
ington as  an  unseemly  bit  of  influence- 
peddling.  There's  no  question  that 
money  talks  in  Washington  these  days. 
But  in  the  Keating  affair,  it  fairly 
screamed.  That's  because  the  Arizona 
executive  coordinated  his  urgent  lobby- 
ing appeals  with  hefty  contributions  to 
the  war  chests  of  Cranston,  Donald  W. 
Riegle  (D-Mich.),  John  McCain  (R-Ariz.), 


lollei]  t 


Dennis  DeConcini  (D-Ariz.),  and  John  H 
Glenn  Jr.  (D-Ohio). 

Keating's  relationship  with  Cranstoil 
is  especially  interesting — a  virtual  cast 
study  of  how  wealthy  contributors  gaiif""''^^ 
access  in  Washington  and  forge  alii 
ances  that  transcend  ideological  lines.  In 
all,  Cranston  or  groups  affiliated  with 
him  received  close  to  $1  million  froni 
Keating.  The  California  senator  used  the  ^ 
donations  to  survive  a  tough  reelectior 
race  and,  some  say,  to  promote  his  son's  '^^ 
political  career. 

SYMBIOTIC  LINK.  The  two  men  appear  to 
have  had  little  in  common  except 
strong  survival  instinct  and  the  willing- 
ness to  exploit  ineffectual  campaign-fi- 
nance laws.  Keating  needed  friends  in 
Washington  to  keep  regulators  at  bay, 
and  Cranston,  a  powerful  member  of  thellJl 
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SEHATOR  ALAN  CRANSTON 


CHARLES  KEATING 


FEBRUARY,  1984  Cranston 
ends  a  bid  for  the  Democratic 
Presidential  nomination.  He  is 
left  with  a  $2  million  debt 

JANUARY,  1985  PoUs  show 
Cranston  losing  the  1986  Sen- 
ate race.  He  begins  two  years 
of  intense  campaigning,  raising 
$13  million 

APRIL,  1985  Charles  Keating 
and  American  Continental  em- 
ployees begin  donations  to 
Cranston,  who  receives 
$12,000  from  a  fund-raiser 

HOVEMBER,  1985  Cranston 
gets  $14,000  from  Keating 
and  associates  in  Phoenix 

APRIL,  1986  Keating  donates 
$85,000  to  the  California  Demo- 
cratic Party 

AUGUST,         Cranston  re- 
ceives Arizona  contributions  to- 
taling $12,000.  By  No\'ember, 
Keating  will  have  raised 
$40,000  for  Cranston 

NOVEMBER,  1986  Cranston  is 
narrowly  reelected 


APRIL,  1987  Cranston  and  four 
other  senators  press  examiners 
to  end  a  two-year  investigation  of 
Lincoln  Savings 

FEBRUARY,  1988  Three  private 
orgtmizations  founded  or  con- 
trolled by  Cranston  receive 
$850,000  from  Keating 

APRIL,  1989  Cranston  urges 
regulators  to  let  Keating  seU 
Lincoln  rather  than  shut  it  down. 
But  regulators  seize  Lincoln 


JANUARY,  1975  Keating  arrives 
in  Phoenix  to  run  a  subsidiary  of 
American  Financial.  He  runs  into 
trouble  with  the  Securities  &  Ex- 
change Commission  and  signs  a 
1979  consent  agreement 

JANUARY,  1977  Keating  forms 
American  Continental  as  a  real 
estate  developer 

FEBRUARY,  1984  ACC  buys  Lin- 
cob  S&L  of  Irvine,  Calif.,  a  state- 
chartered  thrift 


MAY,  1984  Regulators  pro- 
pose limiting  real  estate  invest- 
ments to  10%  of  an  S&L's 
assets.  Keating  objects 

AUGUST,  1984  The  bank 
board's  San  Francisco  branch 
begins  an  examination  of  Lin- 
coin.  It  finds  overinvestment  in 
junk  bonds  and  questionable 
real  estate  appraisals 

FEBRUARY,  1985  Keating  asks 
to  exceed  the  10%  ceiling. 
When  regulators  say  no,  he  be- 
gins a  campaign  to  undermine 
them 

MAY,  1987  Regulators  recom- 
mend conservatorsliip  or 
receivership  for  Lincoln 

APRIL,  1988  Examiners  refer 
criminal  allegations  involving 
Lincoln  to  the  Justice  Dept. 

MAY,  1988  The  bank  board 
shifts  oversight  of  Lincoln  to 
Washington 

APRIL,  1989  The  bank  board 
unanimously  votes  to  place 
Lincoln  into  conservatorship 
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late  Banking  Committee,  was 
1  position  to  help. 
Jack  in  1984,  before  he  met 
iting,  Cranston  looked  like  a 
itical  goner.  His  bid  for  the 
lite  House  had  ended  with  a 
niliating  seventh-place  finish  in 
New  Hampshire  primary, 
rse,  his  leftish  campaign  mes- 
:e  had  alienated  voters  back 
ne,  and  he  was  $2  million  in 
it.  Polls  suggested  he  was  ripe 
a  challenge  in  '86. 
[eating,  meanwhile,  had 
unting  troubles  of  his  own. 
lerican  Continental  Corp.,  a 
)enix-based  holding  company 
trolled  by  his  family,  had  re- 
tly  acquired  Lincoln,  a  29- 
nch  s&L  based  in  Irvine,  Calif, 
•ifts  in  California  were  attrac- 
?  because  the  state  allowed 
m  to  invest  in  real  estate  and 
urities  with  few  limits.  Many 
V  thrift  owners  were  less  inter- 
ed  in  home  mortgages — the 
jS'  traditional  investment  vehi- 
— than  in  stocKS,  junk  bonds, 
1  commercial  real  estate, 
'hat's  where  Keating  aggres- 
i\y  placed  Lincoln's  money.  He 
;  $100  million  of  governrnent- 
ured  deposits  into  Ivan  F. 
ssky's  arbitrage  fund,  and  he 
ight  $132  million  of  stock  in 
)adcasting  Co.  He  also  used  insured 
ids  for  several  ambitious  commercial 
,1  estate  projects,  including  a  $300  mil- 
1  desert  resort  called  the  Phoenician, 
ich  the  federal  government  seized 
3  month.  Washington  S&L  regulators, 

0  set  capital  requirements  for  federal- 
nsured  thrifts,  were  alarmed  by  high- 
speculative  investments  at  Lincoln, 
ong  others.  In  early  1985,  they  pro- 
sed that  S&Ls  limit  investments  in 
ik  bonds  and  other  securities  to  10% 
assets.  With  807^  of  Lincoln's  assets 

1  up  in  the  stock,  currency,  and  junk- 
id  markets,  Keating  objected. 
JEEZER.  As  the  No.  2  Democrat  on 
!  Banking  Committee,  Cranston  was  a 
■ical  focus  for  Keating's  lobbying.  De- 
te  his  reputation  as  a  defender  of  the 
A^ntrodden,  the  senator  was  known  in 
ishington  as  a  zealous  protector  of 
lifornia  S&Ls,  investment  banks,  and 
ancial-services  companies.  His  senate 
leagues  also  considered  him  a  premier 
id-raiser,  one  who  could  squeeze  enor- 
lus  sums  from  real  estate  agents,  Hol- 
vood  artists,  and  business  executives. 

one  banking  lobbyist,  Crarlston 
imed  preoccupied  by  fund-raising.  "It 
,s  clear  to  me  he  was  driven  by  mon- 
the  lobbyist  says.  "He  played  Cali- 
•nia  like  a  chessboard." 
Cranston,  who  was  then  serving  as 
■mocratic  whip,  delegated  much  of  his 
.nking  Committee  business  to  a  top 


THE  LINCOLN  FATTENED  IVAN  BOESKY'S  ARBITRAGE  FUND 


aide,  Carolyn  D.  Jordan.  Senators  often 
rely  on  committee  staffers,  but  current 
and  former  committee  aides  say  Cran- 
ston leaned  unusually  heavily  on  Jordan, 
who  has  worked  for  him  for  18  years 
and  is  considered  one  of  the  most  knowl- 
edgeable people  in  Washington  on  bank- 
ing and  S&L  issues.  So  Keating  included 
her  in  his  lobbying  campaign. 

According  to  Jordan's  financial  disclo- 
sure statement,  she  spent  two  days  in 
Phoenix  in  April,  1987,  touring  American 
Continental's  headquarters  and  speaking 
to  a  management  group.  American  Con- 
tinental picked  up  the  tab  for  her  lodg- 
ing. Accepting  such  payments  would  be 
illegal  for  executive  branch  employees 
but  is  allowed  for  Hill  staffers.  On  Capi- 
tol Hill,  the  Banking  Committees  have 
long  been  known  for  their  coziness  with 
the  industries  they  oversee.  According 
to  Federal  Election  Commission  records, 
for  example,  Cranston  accepted  $254,000 
for  his  1986  campaign  from  the  financial 
and  real  estate  industries  while  offering 
amendments  on  various  pieces  of  bank- 


Keating  gave  the  California 
Democratic  Party  $85,000  for 
a  get-out-the-vote  drive  that 
helped  Cranston  beat  Zschau 


ing  legislation  that  would  benefit 
those  donors.  When  queried 
about  the  atmosphere  of  the 
banking  panel,  Jordan  is  noncha- 
lant: "Every  member  has  some- 
(jne  they  carry  amendments  for. 
That's  what  this  committee  is  all 
about.  It  represents  a  lot  of  spe- 
cial interests." 

In  mid-1985,  Cranston's  reelec- 
tion woes  deepened  when  Repub- 
lican Ed  Zschau,  a  well-heeled 
congressman  from  Silicon  Valley, 
prepared  to  enter  the  race.  Keat- 
ing was  in  difficulty,  too.  The 
Federal  Home  Loan  Bank  Board 
had  denied  his  request  for  a  waiv- 
er of  the  107^  limit. 
CRUCIAL  GIFT.  To  win  over  Cran- 
ston, Keating  in  April,  1985,  held 
an  Orange  County  fund-raiser 
that  netted  $12,000"for  the  Cran- 
ston reelection  drive.  Of  that  to- 
tal, $9,000  was  supplied  by  Keat- 
ing, his  family,  and  American 
Continental  executives.  By  the 
end  of  the  campaign,  Keating  had 
raised  $40,000  for  Cranston. 

Keating  channeled  an  addition- 
al $85,000  to  the  California  Demo- 
cratic Party  for  a  get-out-the-vote 
drive  that  Cranston  considers  cru- 
cial to  his  narrow  victory  over 
Zschau.  This  gift  exploited  a  legal 
loophole  in  the  campaign  finance  laws 
known  as  the  "soft-money"  channel.  Di- 
rect contributions  by  individuals  to  cam- 
paigns are  limited  to  $2,000  per  election. 
But  donations  to  parties  for  voter  regis- 
tration and  other  "party  building"  ef-. 
forts  are  not  subject  to  the  ceiling. 

Cranston  beat  Zschau  by  a  razor-thin 
17  in  a  nasty  and  expensive  contest.  The 
candidates  spent  a  total  of  $28  million, 
which  still  stands  as  the  record  for  a 
Senate  campaign.  On  election  night,  as 
Cranston  watched  the  returns  in  his 
12th-floor  suite  at  the  Los  Angeles  Air- 
port Hyatt,  Keating  was  among  the  im- 
portant contributors  who  were  ushered 
in  to  offer  their  good  wishes. 

Although  there  is  no  evidence  Keating 
and  Cranston  developed  a  social  relation- 
ship, the  pair  met  seven  times  between 
July,  1985,  and  September,  1987,  in  Cran- 
ston's Washington  office.  Cranston's 
spokesman  says  Keating  was  accompa- 
nied by  economist  Alan  Greenspan  at 
the  first  meeting,  at  which  Keating  ap- 
pealed for  help  in  opposing  the  Federal 
Home  Loan  Bank  Board's  direct  invest- 
ment rule.  Greenspan,  now  the  chairman 
of  the  Federal  Reserve  Board,  at  the 
time  was  a  private  consultant  whom 
Keating  had  hired  to  support  the  conten- 
tion that  Lincoln  was  sound.  Greenspan 
denies  he  was  with  Keating  in  Cran- 
ston's office. 

Keating  continued  his  financial  sup- 
port of  Cranston  after  the  election.  In 
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Gilbert  of  the  liberal  Congress  Wan 
"started  out  wanting  to  be  a  good  pul 
servant  but . . .  was  forced  to  do  thii 
for  contributors  that  he  wouldn't  oth 
wise  do."  And  even  some  who  stood 
benefit  from  Cranston's  aid  to  the  thi 
industry  object  to  his  willingness  to  ta 
so  much  money  from  Keating.  "Y 
don't  have  to  be  an  enormous  brain 
understand  what  was  going  on,"  sal 
one  prominent  California  S&L  executi\ 
"Cranston  is  a  liberal  Democrat,  ai 
Keating  is  a  reactionary  Republican.  l| 
plain  what  was  going  on  when  Keatii 
contributed  $850,000  to  [a  person]  he  [ 
litically  despised." 

Reformers,  however,  aren't  the  les 
bit  surprised  by  politicians  embraci) 
special  interests.  "Cranston  is  in  the  m 
ture  stage  of  a  condition  in  which  mei 
bers  of  Congress  turn  tiiel 
selves  into  accounts  P' 
ceivable,"  says  Ralph  Nad^ 
"When  senators  have  to  rail 
$5,000  per  day  on  average 
run  a  campaign,  it's  quite 
burden."  Inevitably,  "there's; 
quid  pro  quo." 

For  years,  Nader  and  his  < 
lies  have  called  for  public  ] 
nancing  of  congressional  elf 
tions.  But  the  two  parties  ha 
been  at  loggerheads  over  sp 
cifics.  Democrats  want  tlj 
government  to  underwrite  ti| 
cost  of  congressional  electiorj 
Republicans  believe  that  boi 
public  financing  and  donatio! 
from  Political  Action  Gomm; 
tees  mainly  benefit  incur 
bents.  The  Republicans  wal 
to  eliminate  pacs  and  the  eel 
ings  on  individual  giving, 
long  as  both  parties  refuse 
budge,  prospects  for  refor 
are  dim. 

On  Nov.  17,  the  Senate  Et 
ics  Committee  voted  to  beg) 
an  investigation  into  the  relationship  b: 
tween  Keating  and  the  five  senator! 
And  House  Banking  Committee  Chai 
man  Henry  B.  Gonzalez  (D-Tex.)  is  proi 
ing  Keating's  efforts  to  thwart  S&L  rej 
ulators.  Keating  appeared  at  a  heariri 
Nov.  21  but  wouldn't  answer  question] 
About  the  only  person  who  remaiii 
unrepentant  in  the  face  of  the  Lincol 
affair  is  Keating,  who  views  his  effusiv 
check-writing  as  a  pure  exercise  in  poli^ 
cal  expression.  Once  asked  whether  hi 
giving  to  Cranston  and  the  others  war 
to  buy  influence,  he  declared:  "I  want 
say  in  the  most  forceful  way  I  can, 
certainly  hope  so." 

By  Paula  Dwyer,  urith  Catherine  Yan<. 
in  Washington,  Ronald  Grover  in  Los  Ai 
geles,  and  Jonathan  B.  Levine  in  So. 
Francisco 


1987  and  1988,  American  Continental 
gave  $850,000  to  three  political  organiza- 
tions founded  by  Cranston.  The  groups 
are  tax-exempt  educational  institutions, 
so  Keating  was  able  to  deduct  the  gifts 
on  American  Continental's  tax  returns. 

Altogether,  Keating  raised  $1.4  million 
for  Cranston  and  the  four  other  sena- 
tors. While  he  was  making  these  dona- 
tions, Keating  was  also  asking  the  legis- 
lators for  help  in  his  fight  with  S&L 
regulators.  On  Apr.  2,  1987,  at  Keating's 
request,  Cranston,  Glenn,  DeConcini, 
and  McCain  met  with  Federal  Home 
Loan  Bank  Board  Chairman  Edwin  J. 
Gray.  Gray  told  the  senators  he  couldn't 
discuss  any  details  of  Lincoln's  case  but 
that  San  Francisco-based  bank  examin- 
ers could.  Then,  on  Apr.  9,  four  top  offi- 
cials of  the  San  Francisco  Federal  Home 


in  Democracy,  yet  another  voter  regis- 
tration group.  Soon  afterward,  Kim  be- 
came that  organization's  unsalaried  di- 
rector, a  position  he  held  until  March, 
1988.  That  fall,  he  was  named  chief  of 
staff  to  California  Lieutenant  Governor 
Leo  McCarthy.  The  younger  Cranston 
says  he  met  Keating  only  once  but  does 
not  remember  where.  He  also  denies 
that  he  used  the  organization  as  a  step- 
ping-stone for  elective  office:  "If  people 
think  I  did  it  for  personal  gain,  they're 
dead  wrong." 

Keating  and  his  attorneys  have  de- 
clined to  comment.  Senator  Cranston 
told  BUSINESS  WEEK  that  he  "did  nothing 
improper  or  illegal — everything  was 
done  in  a  perfectly  legal  way."  He  con- 
cedes, though,  that  taking  the  funds  was 
"a  pretty  stupid  thing  politically." 


BOUNTIFUL  OASIS:  WHILE  VISITING  THE  PHOENICIAN,  CRANSTON  WAS  HANDED  A  $400,000  CHECK 


Loan  Bank  met  with  Cranston,  DeConci- 
ni, McCain,  Glenn,  and  Riegle.  Cranston 
left  after  a  few  minutes  but  said:  "I 
share  the  concerns  of  the  other  senators 
on  this  subject." 

'PERFECTLY  LEGAL.'  Soon  after  the  April 
meetings,  Keating  sent  a  $125,000  check 
to  Cranston  to  be  used  to  fund  a  voter 
registration  drive  by  USA  Votes,  one  of 
the  groups  founded  by  the  senator.  A 
few  months  later,  Keating  gave  Cran- 
ston $325,000,  which  Cranston  then 
passed  on  to  a  similar  group  called  the 
Forum  Institute.  In  February,  1988, 
Cranston  and  his  son  Kim,  38,  flew  to 
Arizona,  staying  overnight  at  Keating's 
lavish  Phoenician  Resort.  During  the  vis- 
it, Keating  handed  the  senator  a 
$400,000  check,  which  Cranston  says  he 
solicited,  for  the  Center  for  Participation 


Aide  Murray  S.  Flander  says  Cranston 
derived  no  benefit  from  Keating's  gifts 
to  the  voter  groups.  But  California  politi- 
cal observers  note  that  the  groups 
served  as  a  convenient  platform  for  the 
Cranstons.  They  paid  for  16  of  Senator 
Cranston's  trips  in  1988,  including  the 
visit  to  the  Phoenician.  And  the  Center 
for  Participation  in  Democracy  provided 
Kim  Cranston  with  visibility  in  statewide 
political  circles.  Says  Darry  Sragow, 
Cranston's  1986  campaign  manager: 
"Kim  is  interested  in  running  [for  of- 
fice], and  Alan  certainly  wanted  him  to. 
Running  this  organization  certainly 
couldn't  have  hurt  him  any." 

Cranston's  involvement  with  Keating 
has  particularly  distressed  liberals, 
whose  causes  Cranston  has  long  champi- 
oned. Cranston,  says  lobbyist  Pamela  B. 
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Audi  has  priced  this  new  three-year  lease  plan  comparable  to  other 
five-year  lease  terms  (or  purchases).  It  includes  our  3-year  or  50,000  mile 
warranty  No-charge  scheduled  maintenance.  And  requires  no  money 
down.*  Think  of  it.  After  just  3  years  of  driving  a  luxurious  ^^tg^ 
1990  Audi  100,  you'll  be  free  to  drive  away  in  a  new  model.  (te^^P 

Questions^  Cau  1-800-FOR-AUDi.    The  MteiTiate  Route. 

A  3%ar  Rate 
ComparableTb 

Most  5^ar  Rates 

Oa  Audi's  3^ar 

Test  Drive. 


*OJJfred  by  VWCrcdil.  hh  ihioui^h  pantcipating  dealers  Lease  based  on  MSRP  including  destination  charge  I  h  .ili  i  l.'uh  ihulums  to  this  ojjer  may  ajject  jmal 
negotiated  transaction  7  hirtv- six- month  closed-end  lease.  No  down  payment,  no  purchase  option.  First  month's  lease  payment  of  $479  plus  rejundable  security 
deposit  equal  to  one  month's  payment  required  at  lease  inception.  Tax.  license,  dealer  prep.,  options  extra.  lOt  per  mile  over  50.000  miles  Lessee  is  responsible  for 
excessive  wear  and  use.  Total  of  monthly  lease  payments  for  Audi  100  shown  $17,244.  Ask  your  dealer  Jor  details  of  Audi's  limited  bumper -to-bumper  warranty 
No-charge  scheduled  maintenance  runs  three  years  or  50,000  miles,  whichever  comes  first.  ©1989  Audi  of  America 


off ice,we Ve  changed  how  you  work  in  it 


Our  PCs  are  being  seen  in 
re  and  more  offices. 

They're  also  being  seen  out  of 
re  and  more  offices. 

That's  because  not  only  can 
•  machines  do  anything  a  desktop 
1  do,  they  can  do  it  just  about 
Avhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  TSlOOe,  the 
enhanced  successor  to  our  award 


winning  T3100/20.  And,  finally 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  Amenca  liilbrmation  Systems,  Inc.,  Oimputer  Systems  Division 


SANDY  WEILL 
ROARS  BACK 

PRIMERICA  MAY  PROFIT  FROM  THE  STREET'S  WOES 


Sandy  Weill  couldn't  stop  grinning. 
Early  that  Oct.  13  morning,  Pri- 
merica  Corp.  released  its  third- 
quarter  earnings — the  best  results  since 
Weill  took  over  last  December.  The  news 
propelled  Primerica's  stock  to  an  all-time 
high.  But  just  a  few  hours  later,  Wall 
Street  was  in  shock.  The  Dow  Jones  in- 
dustrials plunged  190  points,  and  Pri- 
merica  closed  down  3,  to  26.  "I  thought," 
Weill  says,  "  'God  knows  what'll  happen 
on  Monday.'  " 

The  market  did  in  fact  rally  that  Mon- 
day. But  the  nightmare  of  Oct.  13  isn't 
over.  Scared  investors  are  shunning 
stocks.  The  bottom  is  falling  out  of  the 
takeover  business.  The  junk-bond  mar- 
ket is  in  a  shambles.  Profit  margins  are 
being  squeezed.  .Ajid  securities  firms 
will  begin  laving  off  thousands  before 
Christmas.  Yet  this  Wizard  of  Wall 
Street  is  licking  his  chops. 

It's  Weill  time  on  Wall  Street — time  to 
do  what  he  did  so  masterfully  in  the 
1970s:  capitalize  on  the  industr\''s  mis- 
er}'. When  the  stock  market  was  tanking 
and  firms  were  bleeding,  Weill  was 
building  his  Shearson  empire  into  the 
second-largest  brokerage  on  the  Street. 
He  kept  a  tight  rein  on  costs  while  buy- 
ing 15  troubled  firms.  In  1981,  he  sold 
Shearson  to  American  Express  Co.  for 
S930  million,  then  an  industn.-  record. 
But  Weill  ran  into  trouble  while  he  was 
second-in-command  behind  AmEx  CEO 
James  D.  Robinson  III.  So  he  quit.  Lat- 
er, he  brooded  when  BankAmerica  Corp. 
rejected  his  SI  billion  takeover  bid  and 
his  run  at  E.  F.  Hutton  &  Co.  fizzled. 
Suddenly,  Weill  looked  like  the  Street's 
most  unemployable  executive. 
WHITE  WHALE?  Today,  "I'm  putting  it  all 
on  the  line  again,"  he  declares.  He's  tr\-- 
ing  to  tran.sform  Primerica  into  a  finan- 
cial-services powerhouse — and  satisfy 
what  some  close  to  him  suggest  is  his 
hidden  agenda.  Weill  avoids  making  pub- 
lic comparisons  between  AmEx  and  Pri- 
merica. But  Weill's  business  associates 
are  convinced  that  AmEx  is  his  Great 
White  WTiale. 

AmEx'  revenues  of  S18.7  billion  in  the 
first  nine  months  of  1989  dwarfed  Pri- 


merica's §4.1  billion.  Yet  Perrin  H.  Long 
Jr.,  an  analyst  with  Lipper  Anahtical 
Securities  Corp.,  who  knows  him  well, 
says:  "Sandy  wants  to  overtake  Ameri- 
can Express  in  revenues  in  the  1990s." 
Some  even  suspect  that  W^eill  is  out  for 
revenge  for  what  happened  at  AmEx. 
He  shrugs  that  off.  "It's  just  not  true," 
he  says. 

Still,  Weill,  56,  is  on  his  way  to 
challenge  the  big  names  on  the  Street. 
The  key  to  his  comeback  is  Smith  Bar- 
ney, Harris  Upham  &  Co.,  Primerica's 
brokerage  unit.  Primerica  is  awash  in 
cash.  In  the  last  quarter,  it  was  throw- 
ing off  earnings  at  a  rate  of  SJBOO  mil- 
lion a  year.  And  Weill's  idea  is  to  tap 
into  those  earnings  to  build  up  Smith 
Barney. 

For  the  first  nine  months  of  this  year, 
the  brokerage  accounted  for  'ZJ7(  of  Pri- 
merica's revenues  but  just  117(  of  its 
operating  income.  Weill  expects  to  in- 
crease Smith  Barney's  profits.  Says  My- 
ron M.  Picoult  of  Oppenheimer  &  Co: 
"When  people  think  of  Sandy  Weill,  they 
think  of  the  man  who  built  up  one  de\il 
of  a  brokerage  house  at  Shearson." 

Weill's  blueprint  is  a  throwback  to  the 
glor\'  days  at  Shearson.  To  build  Primer- 
ica, he  has  used  the  same  formula.  In 
late  1986,  he  acquired  Commercial  Credit 
Co.  from  Control  Data  Corp.  on  the 
cheap,  gaining  a  foothold  in  financial 
services.  Then  he  parlayed  that  into  a 
$1.5  billion  takeover  of  Primerica — in- 
cluding Smith  Barney — from  Gerald  Tsai 
Jr.  last  December. 

BADLY  OUTNUMBERED.  Ironically,  Jerr\- 
Tsai,  too.  had  once  regarded  Smith 
Barney  as  a  comeback  vehicle.  A  star 
money  manager  during  the  go-go  1960s, 
he  became  chief  executive  of  the  old 
American  Can  Co.  in  1986.  He  shifted 
it  from  manufacturing  to  financial  ser- 
vices and  renamed  it  Primerica.  At 
first,  Tsai  was  hailed  as  a  conquering 
hero.  But  the  exorbitant,  $7.50  million 
price  that  Primerica  paid  for  Smith  Bar- 
ney in  May,  1987,  turned  out  to  be  Tsai's 
Waterloo.  After  the  stock  market 
crashed  that  October,  Smith  Barney 
wound  up  with  pretax  losses  of  $93  mil- 


SANDY  WEILL'S  Wl 
RIDE  ON  WALL  STR 

1 960  Eager  to  run  his  own  br 

kerage  house,  Weill,  only  27,  c 
three  friends  form  Carter,  Ber 
lind,  Potoma  &  Weill 

1 967  The  firm,  now  called  Cc 
gan,  Berlind,  Weill  &  Le\itt, 
makes  the  first  of  15  takeover 
on  the  Street  by  acquiring  Ber 
stein-Macauley,  a  money  man- 
agement company 

1 970  With  the  securities  indi 
tr\'  in  a  slump,  he  acquires  Ha5 
den  Stone,  one  of  Wall  Street' 
biggest  retail  brokerages 


88 ; 
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ter  the  firm  changes  its 
^ayden  Stone,  Weill  be- 
iO  and  emerges  as  a 
et  leader 

ird  times  on  the  Street 
:  Hayden  Stone  doubles 
^  acquiring  Shearson 
Firm  is  renamed  Shear- 
len  Stone 

okerage  doubles  its  size 
h  the  buyout  of  Loeb 

earson  Loeb  Rhoades 
'  a  $930-million  takeover 
can  Express 

eill  is  named  president 


1 985  He  resigns  as  AmEx  presi- 
dent. Later,  he  fails  in  takeover 
run  at  BankAmerica 

1986  Purchases  Commercial 
Credit  from  Control  Data,  getting 
foothold  in  the  financial-services 
business 

1 988  Aquires  Primerica,  which 
includes  Smith  Barney,  Harris 
Upham,  a  brokerage  house, 
and  the  A.L.  Williams  insurance 
business 


;r  story 
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lion  in  1987  and  $53  million  in  1988. 

Weill  and  Tsai  had  known  each  other 
on  the  Street  for  25  years  and  were 
brought  together  to  do  the  deal  by  J.  Ira 
Harris,  a  powerful  investment  banker 
with  Lazard  Freres  &  Co.  When  Weill 
took  over  Primerica,  Tsai  became  a  di- 
rector and  its  largest  shareholder,  with 
1.5  million  shares.  But  he  has  no  day-to- 
day responsibilities.  Under  Weill,  Smith 
Barney  earned  $36  million  in  the  first 
three  quarters  of  1989,  after  a  $10  mil- 
lion charge  for  goodwill.  But  Primerica's 
big  earnings  came  from  A.  L.  W^illiams 
Corp.,  which,  after  taxes,  contributed 
$76  million  (page  91),  and  Commercial 
Credit,  with  profits  of  $90  million. 

True,  Smith  Barney  is  badly  outnum- 
bered in  capital  and  staff  by  the  indus- 
tr>''s  giants.  But  few  people  know  the 
retail  brokerage  business  as  well  as 
Weill.  "A  big  opportunity  is  out  there 
for  us,"  says  Smith  Barney  CEO  Frank 
G.  Zarb. 

To  take  advantage  of  that  op- 
portunity. Smith  Barney's  bro- 
kers will  have  to  be  more  produc- 
tive. Smith  Barney  has  2,500 
brokers — with  plans  to  increase 
that  number  to  at  least  4,000  by 
1991 — and  is  eclipsed  by  the 
12,000  at  Merrill  Lynch  &  Co. 
and  the  10,500  at  Shearson  Leh- 
man Hutton  Inc.,  Weill's  main  ri- 
vals. His  message  to  the  troops 
is  simple:  Produce  or  leave.  They 
now  bring  in  average  gross  com- 
missions of  about  $270,000  a 
year,  which  is  well  above  the 
1988  industry  average  of 
$190,000,  but  Weill  and  Zarb 
aren't  satisfied.  "Three  years 
from  now,"  Zarb  says,  "Smith 
Barney  offices  will  be  filled  with 
producers  bringing  in  commis- 
sions averaging  $500,000." 

That  lofty  goal  will  be  hard  to 
achieve.  The  market's  October 
minicrash  is  sending  investors 
running  to  the  sidelines.  And 
even  before  the  13th,  there  al- 
ready were  signs  of  trouble  for 
retail  brokerages.  In  September, 
New  York  Stock  Exchange  vol- 
ume dropped  to  the  lowest  level 
of  the  year,  according  to  the  Se- 
curities Industrj'  Assn.  Volume 
during  the  month  averaged  152 
million  shares,  an  11.5%  decline 
from  August's  172  million 
shares. 

ON  THE  PROWL.  The  key  to  profit- 
ability, Weill  belie'.es,  is  strin- 
gent cost  control.  T.'v  Street  his- 
torically overhires  in  ^  ood  times, 
and  cost-cutting  is  not  an  indus- 
try pastime.  When  he  took  con- 
trol, Weill  pledged  to  pare  Pri- 


Primerica  is  awash 
in  cash,  throwing  off 
earnings  at  a 
$300  million-a-vear  rate 


merica's  expenses  by  $50  million  and 
now  says  he  has  already  surpassed  that 
amount.  He  eliminated  150  of  250  corpo- 
rate-level jobs  and  another  120  profes- 
sionals at  Smith  Barney. 

Weill  wants  to  expand  Smith  Barney's 
reach  through  takeovers.  If  business 
conditions  worsen  further,  he  is  poised 
to  cherr\'-pick  top  brokers  from  rival 
firms  or  acquire  brokerages  outright. 
Weill  covets  the  4,600  retail  brokers  at 
PaineWebber  Inc.,  which  is  often  said  to 
be  a  takeover  target.  He  also  would  like 
to  land  the  retail  business  of  Kidder, 


THE  TOP  RETAIL  BROKERS 


Number  Revenues*  Capital 
of  brokers        Billions  Billions 


DUNWimiRfYNOLDS 

7,200 

3.0 

1.3 

PRUDIimAl-BKHI  SiCURITIES 

5,900 

2.9 

1.2 

IJII'li"ii  MJ^^^^^HHH 

4,600 

2.1 

1.5 

Peabody  &  Co.,  which  is  owned  by  Gei 
eral  Electric  Co.  The  heads  of  PaineWel 
ber  and  Kidder  say  their  firms  aren't  o 
the  block.  Analysts  say  Weill  might  ar 
quire  regional  firms.  Some  even  speci 
late  that  Weill  might  want  to  make  a  bi 
to  take  over  Shearson  should  AmEx  d( 
cide  to  sell  the  firm. 

Smith  Barney  is  already  growing.  In 
shrewd  move  last  April,  Weill  scoope 
up  16  prime  retail  offices  from  Drex(j 
Burnham  Lambert  Inc.,  which  was  ge' 
ting  heat  from  several  state  goven 
ments  because  of  its  role  in  the  insidei 
trading  scandal.  Ultimately,  Weill  pai 
virtually  nothing  for  the  brokers  an 
branches.  Primerica's  expenses  include- 
the  office  leases,  equipment,  and  furn 
ture.  But  a  Smith  Barney  insider  say! 
Drexel  paid  the  firm  a  hefty  sum 
pay  guarantees  to  managers  and  offse|:-^Oi 
any  unexpected  expenses  related  to  th 
sale.  A  Drexel  spokesman  denies  an; 
payment  v/as  made.  The  Drexel  office' 
are  now  contributing  preta: 
earnings  of  $1.5  million  to  i 
lion  a  month,  analysts  say 

Weill  is  putting  his  stamp  oifc-Stir 
Smith  Barney  in  other  ways.  Ai 
ter  the  1987  crash,  the  previou, 
management  disbanded  its  arb; 
trage  department.  That  movi:aa.res 
proved  shortsighted.  Smith  Bar  ^^st  pi 
ney  missed  out  on  the  arbitragi 
industry's  huge  1988  profits 


,:r  revi 
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Early  this  year,  Weill  orderec  luioB. 
the  creation  of  a  new  arb  depart  iiccess  i 
ment.  So  far,  it  has  been  a  mon  sartw 
ey-maker.  And  even  when  th(  ■. 
VAL  Corp.  buyout  collapsed  ii  >m  Jj; 
October,  Smith  Barney  did  no 
bleed  much.  While  the  Street  rejimver. 
portedly  suffered  $600  million  ii  s  a  ya 
arbitrage  losses,  Weill  say 
Smith  Barnev  gave  up  jus 
.$400,000. 

'SWEET  AND  GENTLE.'  To  bolste: 


the  firm's  trading  prowess,  Weiljritiii; 
brought  in  Lewis  L.  Glucksman 
formerly  of  Lehman  Brothers,  su  357, 
vice-chairman  and  director  of  se 
curities  trading.  It  was  a  risk  be  jtr 
cause  Glucksman  was  known  fo3 
having  a  short  fuse  at  Lehman- 
but  he's  a  legendary  trader 
Smith  Barnev  executives  insis 


k 


he  has  mellowed.  "I  was  intimijj  jju 
dated  before  meeting  Glucks 
man,"  says  retail-sales  executiv( 
Don  M.  Shagrin.  "But  he  totallj 
disarmed  me  by  being  sweet  anc 
gentle." 

Despite  Weill's  gargantuan  ef 
forts  to  reclaim  his  Wall  Stree 
crov.m,  many  in  the  industry  stil 
think  that  he'll  fail.  They  saj 
that  the  business  has  changec 
dramatically  since  his  heyday 
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rival  CEO  says  bluntly:  "Sandy  has 

I  away  too  long." 

ill,  Weill  has  time — and,  more  impor- 
,  money — on  his  side.  Primerica  had 
ist  1989  third-quarter  earnings  of 
3  million,  or  80(f  a  share,  on  revenues 
1.5  billion.  Under  Weill,  it  has  a  more 
irse  revenue  stream  than  before 
.rt,  page  94).  Commercial  Credit 
s  to  families  earning  an  average  of 
it  $30,000  a  year.  It's  said  to  be  ne- 
ating  the  takeover  of  a  consumer  fi- 
:e  company.  A.  L.  Williams,  acquired 
ntly,  sells  term  insurance  and  mutu- 
unds  to  the  middle-income  market. 

Smith  Barney  attracts  those  in  the 
'igure  range.  In  the  first  three  quar- 

of  1989,  Commercial  Credit  had  rev- 
3S  of  $518  million,  or  13%  of  the  com- 
ic's total  but  38%  of  the  profits, 
tierica's  insurance  units  are  its  back- 
3,  accounting  for  28%'  of  its  revenues 
49%'  of  profits. 

'^eill  has  not  lost  his  knack  for  mak- 
shareholders  happy.  Since  he  took 
•  at  Primerica,  its  shares  have  risen 
n  21  to  about  28.  In  the  three  report- 
periods  during  Weill's  reign  to  date, 
nerica's  earnings  per  share  rose 
n  53(t  in  the  first  quarter  to  65(t  in 
second  and  80$  in  the  third, 
rimerica  could  be  a  gold  mine  for 

II  himself.  He  has  options  on  3.6  mil- 
shares  of  its  stock  at  an  average 

'cise  price  of  $19.50  apiece.  If  he 
led  them  in  at  Primerica's  recent 
e  of  28,  he'd  realize  profits  of  almost 
million. 

access  at  Primerica  also  represents  a 
jport  to  something  beyond  wealth — 

limelight  he  has  always  sought, 
len  Sandy  was  running  Shearson," 
ills  Merrill  Chairman  William  A. 
reyer,  "we'd  have  lunch  together 
3  a  year  at  '21.'  We'd  get  a  table 
!re  everyone  could  see  us,  and  Sandy 
lid  love  it  that  everyone  was  watch- 

us."  Adds  Upper's  Long:  "Sandy 
!S  getting  invited  to  those  big  golf 
rnaments  and  being  among  all  the 
brities.  After  he  left  AmEx  and  was 
his  own,  nobody  was  inviting  him  to 

golf  with  the  big  names." 
IE  STRAIN.  No  matter  how  much 
ill  accomplishes  at  Primerica,  he'll 
er  sever  his  emotional  ties  to  Shear- 
.  His  86-year-old  father,  Mac,  is  a 
t-time  Shearson  clerical  worker  in  Mi- 
.  His  two  children  have  also  been  at 

firm.  His  daughter,  Jessica,  still 
•ks  there  in  New  York,  and  his  sen, 
fc,  recently  left  to  join  Smith  Barney. 
V^eill  is  no  longer  close  to  one-time 
tege  Peter  A.  Cohen,  who  succeeded 
1  as  chairman  of  Shearson  and  contin- 

to  run  that  firm.  Once,  their  friends 
sidered  them  to  be  like  father  and 
.  A  mutual  friend  says:  "There's 
bably  some  resentment  on  both  sides, 
jy  both  have  a  lot  of  pride."  Says 


THE  BATTALION  THAT  WILL  PRESS 
PRIMERICA'S  SALES  ATTACK 


In  August,  100  top  salespeople  of 
A.  L.  Williams  Corp.  spent  a  memo- 
rable week  in  New  York.  They  and 
their  spouses  were  guests  of  Sanford  I. 
Weill,  chairman  of  Primerica  Corp. 
Weill  was  wrapping  up  the  acquisition 
of  A.  L.  Williams,  a  leading  seller  of 
term  insurance — and  trying  to  make  a 
good  impression.  One  night  he  gave  a 
dinner  at  the  "21"  Club  and  handed  out 
"Primerica  +  A.  L.  Williams"  T-shirts. 
Industry  critics  accuse  Williams  agents 
of  overly  aggressive  sales  tactics.  But 
Weill  says:  "I  love  these  people." 

"Need"  may  be  the  appropriate  verb. 
The  195,000-person  A.  L.  Williams  sales 
force,  primarily  part-timers,  is  essential 
to  Weill  as  he  builds  up  Primerica.  The 
insurer  posted  aftertax  income  of  $76.4 
million  in  the  first  nine  months  of  1989, 


BEYER:  "WE  COULD  SELL  ANYTHING  TO  ANYONE' 


accounting  for  24%  of  Primerica's  oper- 
ating income.  The  Williams  staff  spe- 
cializes in  selling  term  insurance  poli- 
cies and  mutual  funds  to  middle-income 
households  in  49  states. 

Now,  Weill  plans  to  have  A.  L.  Wil- 
liams agents  sell  additional  financial 
products.  One  of  "the  keys  to  Primeri- 
ca's success,"  says  analyst  David  S. 
Penn  of  Legg  Mason  Wood  Walker 
Inc.,  is  "to  develop  the  A.  L.  Williams 
sales  force  to  a  point  where  it  can  prof- 
itably sell  many  of  Primerica's  finan- 
cial products."  J.  Treacy  Beyer,  A.  L. 
Williams'  CEO,  says  home  equity  loans 
are  "very  logical  products"  for  Wil- 
liams salespeople.  "Over  the  long 
term,"  Beyer  says,  "we  could  sell  any- 
thing to  anyone." 

But  A.  L.  Williams  doesn't  intend  to 


stray  far  from  its  traditional  market — 
families  earning  about  $50,000  a  year. 
"We  have  no  competition  in  the  middle 
market,"  Beyer  says.  "We  aren't  going 
to  become  a  financial  supermarket,  and 
I  hope  we  don't  let  A.  L.  Williams  drift 
off  and  become  an  upscale  marketer." 
EX-TRUCK  DRIVERS.  By  any  standard, 
A.  L.  Williams  is  unusual.  Many  of  its 
salespeople  used  to  be  football  coaches, 
truck  drivers,  or  railroad  engineers. 
"Not  everyone  who  is  successful  has  to 
wear  IBM  clothes,"  says  Beyer.  Nor 
does  Beyer  keep  his  charges  on  a  short 
leash.  "We  don't  have  imperious  man- 
agers in  our  headquarters  telling  peo- 
ple how  to  penetrate  the  Korean  mar- 
ket in  California  or  steel  workers  in 
Pittsburgh,"  Beyer  notes.  "The  sales 
force  decides  how  to  do  that." 

A.  L.  Williams'  sales  methods 
have  come  under  scrutiny.  On 
Aug.  31,  the  California  Insur- 
ance Dept.  ruled  in  its  favor  af- 
ter it  was  accused  of  distributing 
a  booklet  containing  misleading 
information.  Williams  said  com- 
plaints by  competing  agents 
from  the  California  Association 
of  Life  Underwriters  were  be- 
hind the  action.  A.  L.  Williams  is 
under  review  by  Tennessee  in- 
surance authorities  on  similar  is- 
sues. "We're  confident  the  is- 
sues can  be  resolved  favorably," 
says  a  Primerica  spokeswoman. 

Weill  is  aware  of  A.  L.  Wil- 
liams' reputation.  He  says  that 
its  "image  will  improve"  but  de- 
clines to  give  more  details.  Ana- 
lysts speculate  that  Weill  will  try 
to  reduce  the  influence  of  Ar- 
thur L.  Williams  Jr.,  the  insur- 
ance company's  founder.  Williams,  who 
has  no  official  title,  is  paid  an  undis- 
closed percentage  of  all  commissions 
generated  by  A.  L.  Williams  agents — a 
very  lucrative  arrangement  for  him. 
He  motivates  his  salespeople  with  emo- 
tional pep  talks,  reaching  back  to  his 
roots  as  a  Columbus  (Ga.)  high-school 
football  coach.  Williams  has  made  ene- 
mies over  the  years  in  the  industry. 

Weill  admits  the  role  of  Williams,  a 
top  Primerica  shareholder,  could 
change.  "What  he  did  in  one  period 
may  not  be  what  he's  doing  in  the  fu- 
ture," Weill  says.  Whether  A.  L.  Wil- 
liams can  earn  the  profits  Primerica 
wants  may  hinge  on  Weill's  ability  to 
keep  Art  Williams  happy,  while  cutting 
his  impact  on  the  company. 

By  Jon  Friedman  in  New  York 
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MM  Mail.  Some  companies 
tliink  it's  just  tor  messages. 
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Companies  that  use  it  for  a  lot 
more  call  it  sometliing  else. 

A  lifeline.  ATcS:T  Mail  has  become  so  useful  for  leading  corporations  in 
almost  every  industry'  tiiat  tliey  depend  on  it.  AT&T  Mail  is  ideal  to  transmit  any 
information  anywhere,  worldwide.  There's  even  a  fax  option.  And  since  the 
AT&T  Mail  software  can  integrate  into  any  application,  businesses  of  any  size  in 
every  industry'  are  finding  new  uses. 

Hyatt  Hotels  utilizes  AT&T  Mail  to  move  information  from  their  hotels  to 
corporate  headquarters  in  Chicago.  Sinclair  OU  uses  AT&T  MailTALK,  the 
synthesized  voice  option,  to  notify  customers  of  flucaiations  in  oil  prices  on  a 
daily  basis.  A.M.  Best  includes  AT&T  Mail  as  part  of  an  on-line  information 
service  to  the  insurance  industry  The  Society  of  Telecommunications 
Consultants  distributes  information  to  members  on  upcoming  activities  and 
coordinates  compam-  communications. 

So  if  your  business  needs  die  most  up-to-date,  efficient  way  to  enhance 
productivity  and  send  information,  for  your  business  survival,  the  answer 
is  AT&T  Mail.  Call  your  AT&T  Account  Executive  or  1  800  367-7225,  Ext.  4167 


The  right  choice. 
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Weill  softly:  "It's  no  secret  that  Peter 
and  I  don't  have  a  real  close  relation- 
ship— God  knows  why."  Cohen  says  that 
he  and  Weill  are  still  friends  but  not  like 
they  used  to  be. 

Their  relations  could  be  strained  fur- 
ther if  Shearson  brokers  flock  to  Smith 
Barney.  Weill  has  already  hired  a  slew 
of  senior  executives  who  had  worked  for 
him  at  Shearson  and  later  left  the  firm. 
Zarb  headed  Shearson's  back  office.  Re- 
tail-brokerage managers  Shagrin  and 
Michael  Panitch  still  have  ties  to  many 
successful  brokers  at  Shearson,  some  of 
whom  have  called  the  Smith  Barney  ex- 
ecutives seeking  work.  A  Shearson  re- 
tail-sales executive  says:  "Sandy  has 
Shearson  officials  petrified.  They  know 
that  many  of  their  best  brokers  are  loyal 
to  him  and  that  they  might  follow  him  to 
Smith  Barney."  Some  Wall  Streeters  say 
that  possibility  deepened  with  Shear- 
son's  recent  disclosure  that  it 
will  cut  its  retail  brokers'  com 
missions  by  up  to  two  percent 
age  points  next  year. 
BIG  GAMBLE.  Finance  wasn't 
Weill's  strong  suit  as  a  young 
man.  Growing  up  on  Bay  Street 
in  Brooklyn,  he  was  a  diehard 
New  York  Yankee  fan,  and  his 
biggest  goal  was  finding  a  hot 
stickball  game.  After  he  married 
the  former  Joan  Mosher  in  1955, 
he  deposited  their  wedding  gifts 
in  a  local  savings  bank  and  then 
tried  to  get  checks  to  write 
against  the  money.  "I  didn't 
know  that  savings  banks  didn't 
allow  you  to  write  checks,"  he 
says  sheepishly.  "That's  how 
much  I  knew.  " 

His  formal  training  began  in 
1955  when  he  joined  Bear, 
Stearns  &  Co.  as  a  $65-a-week 
clerk.  Like  many  newcomers  to 
Wall  Street,  Weill  became 
hooked  on  the  adrenaline  rush  of 
people  on  a  trading  floor.  He  be- 
gan to  have  modest  dreams.  "I 
remember  thinking,"  he  says, 
"that  if  I  had  $10,000,  I  could 
buy  all  the  stocks  that  I'd  ever 
want  to  buy." 

Weill  took  a  big  chance  in 
1960,  when  he  was  27.  He  and 
three  ambitious  friends  formed  a 
hole-in-the-wall  brokerage  firm 
and  called  it  Carter,  Berlind,  Po- 
toma  &  Weill.  Over  the  years, 
the  names  of  Weill's  brokerages 
changed  frequently  as  his  firms 
made  major  acquisitions  and 
partners  came  and  "/ent.  Often, 
nobody  seemed  to  b  in  charge. 
"Whoever  had  brou^rht  in  the 
most  business  the  week  before 
had  the   strongest  voice  of 


During  his  exile,  Weill  missed 
the  limelight:  'Nobody  was 
inviting  him  to  play 
golf  with  the  big  names' 


influence,"  Weill  says,  with  a  smile. 

In  1973,  Weill  became  CEO  of  the  firm 
that  was  then  Hayden  Stone  Inc.  "It  was 
the  turning  point  of  my  career,"  he  says. 
"I  was  40  years  old,  and  it  was  time  for 
me  to  see  if  I  could  do  it.  People  had 
been  urging  me  for  years,  but  I  didn't 
have  the  guts." 

Under  Weill,  the  firm  took  off.  It  dou- 
bled in  size  when  it  acquired  Shearson 
Hammill  in  1974  and  doubled  again  by 
taking  over  Loeb  Rhoades  in  1979.  After 


THE  WEILLS:  JOAN  IS  AN  IMPORTANT  ADVISER 


HOW  PRIMERICA'S  PIE  IS  SLICED 


BREAKDOWN  OF  REVENUES  OF  $4.1  BILLION 
FOR  THE  FIRST  NINE  MONTHS  OF  1989 


PROPERTY 
AND  CASUALTY 
INSURANCE 

SI 77  MILLION 


COMMERCIAL  CREDIT 

S51 8  MILLION 


LIFE  INSURANCE 
(A.L  WILLIAMS) 

S576  MILLION 


FINGERHUT 

S7I8MILUON 


OTHER  INSURANCE 
OPERATIONS 

$81 3  MILLION 


SMITH  BARNEY,  HARRIS  UPHAM 

SI  1  BILLION 


MUTUAL  FUNDS, 
ASSn  MANAGEMENT, 
AND  MORTGAGE  BANKING 

SI  72  MILLION 


INSURANCE 

SI. 6  BILLION 

DIREG  MARKETING 

S7 18  MILLION 

DATA;  PRIMESICA  CORP. 


INVESTMENT  SERVICES 

S1.3  BILLION 

CONSUMER  FINANCE 

S5I8  MILLION 


that  acquisition,  Shearson  was  secon( 
only  to  Merrill  Lynch.  Shearson's  stock 
holders  certainly  had  no  complaints.  Th( 
firm's  shares  rose  to  37 V2  at  the  end  0 
1980,  up  257%  from  10 1/2  in  1979.  Ovei 
the  same  period,  Merrill's  stock  wa: 
■up  93%. 

After  establishing  an  empire  at  Shear 
son,  Weill  sold  the  company  to  AmEx  s 
convinced  that  the  brokerages  of  the  fu  i 
ture  would  require  more  capital.  It  waf; 
a  spectacular  coup  for  him.  He  reape( 
$30  million  in  stock,  became  AmEx'  larg 
est  shareholder,  and  two  years  later  wa; 
named  its  president.  It  seemed  that  h( 
had  stepped  into  a  dream  job.  Symboli 
cally,  the  acceptance  by  AmEx  validatec 
him.  Big  business  no  longer  viewed  hin 
as  an  upstart  from  Brooklyn.  He  had  th( 
cachet  of  the  Corporate  American  elite, 
OUR  GAL  SUNDAY.  But  the  glamour  an( 
wealth  didn't  bring  him  much  happiness ! 
on  the  job.  The  position  he'd  jok 
ingly  dubbed  "Deputy  Dog' 
[jfoved  to  be  his  undoing.  Ulti 
mately,  his  friends  say,  AmE) 
chewed  him  up.  Unaccustomed  U 
a  company  with  so  many  layers  f 
nf  middle  management,  Weil 
didn't  fit  in.  From  day  one,  peo 
pie  close  to  him  say,  it  felt  weirc 
for  him  to  work  under  somebody 
as   different  from  himself  as ' 
AmEx'  Robinson. 

The  Robinson-Weill  partner 
ship  was  covered  by  the  press 
like  a  Hollywood  marriage.  Tht 
skeptics  predicted  that  the  com 
bination  of  two  such  differen 
people  would  fail  for  sure 
we  started  out,"  Weil 
'we  were  like  Our  Ga 
'Will  this  kid  from  tht 
of  Brooklyn  get  alon§ 
with  the  Southern  aristocrat'.''  '| 
Behind  the  jokes,  though,  Weill 
regrets  that  it  didn't  work  ouj 
better.  "Jim  and  I  were  a  goon 
team — but  it  could  have  been 
great  team,"  he  says.  "I  stil 
think  that  to  have  been  presiden 
of  American  Express  is  prett; 
big  stuff." 

Both  Robinson  and  Weill  insis 
they  have  always  been  friend 
and  mutual  admirers.  Befor 
Weill  exited,  Robinson  hosted 
party  to  mark  the  25th  annive 
sary  of  a  predecessor  firm  0 
Shearson.  Robinson  gave  Weill 
silver  replica  coin  of  Alexande 
the  Great — a  gift  with  a  mes 
sage.  Says  a  friend:  "It  tol 
Sandy  something:  Once,  one  ma 
dared  to  conquer  the  world.' 
Maybe,  but  Weill  couldn't  ou 
shine  Robinson  at  AmEx.  In  re 
rospect,  though,  it's  possible  tha 
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"Citicorp  aQai^n 


The  client  is  in  Atlanta.  The  opportunity  is  in  Bangkok. 
And  the  experts  who  arranged  the  deal -and  rtiade  it  work— 
are  the  global  currency  specialists  at  Citicorp. 

Corporations  and  investors  who  want  to  take  advan- 
tage of  the  expanding  trade  and  capital  flows  of  the  newh^ 
industrialized  countries  face  many  challenges.  To^ucceeid, 
they  heed  innovative  solutions.  The  kind  that  only  Citicorp's 
Unparalleled  global  network  can  provide. 

Citicorp.  Number  one  in  foreign  exchiange- 
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said  forget  about  software  for  snu 
give  me  the  softM^are  for  irry  bi  it 


An  IBM  AS/400  mid- 
range  computer  runs 
over  5000  applications 
to  help  you  run  >our 
Idnd  ofbusiness. 


\ei  \ou  ti.  ar  tliiiiL^-  like.  "lu  The  IBM  AS/400  nms  over  5.(  n 
the  perfect  in\entor\  package  for     applications,  so  the  first  order  ol 

business  is  choosing  the  one  tha 


h>est  for  vou. 

RetailtT'.  nianutac  turers. 
(li-tributors.  law  firms,  banks, 
-cfiool  lx)ards.  \ou  name  it.  can 


-mall  business."  as  if  imentories 
of  car  dealers.  srocerN  stores  and 
real  estate  brokers  had  much  in 
common. 

So.  wiien  we  talk  aixjut  our 
The  last  thino:  a  small  busi-     A|Dplication  Svst em/400."  the  ques-  all  find  {xjwerful.  pro\en  AS/40< 
ness  needs  is  a  computer  solution   tion      hat  do  \ou  do/ '  comes        software  designed  to  meet  their 
based  on  the  idea  of  smallness.       \va\  before  "Ilou  bier  are  voul'  s{>ecial  needs. 


And  no  matter  how  big  your 
AS/400  gets  (from  a  few  users  to 
hundreds),  the  software  you 
started  with  will  always  be  able  to 
ser\e  \ou. 

^liats  more,  an  AS/400  is 
eas\:  to  learn,  to  use  and  (starting 
around  $25,000)  to  pay  for. 
'^'hich  helps  to  explain  wiiy  in  a 
major  survey  of  midrange  s\stem 


ow  ners.  the  AS/400  users  showed 
the  highest  level  of  satisfactionr 

To  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  Its  the 
solution  that  recognizes  wiiat  all 
small  businesses  have  in 


common. 
Thev  re  all 
different. 


Buick  is  the  only  American  car 
to  make  the  top  10... 


in  3  major 


Buick:  the  new  symbol  for  quality  in  America. 

Buick  has  a  strong  commitment  to  customer 
satisfaction,  to  the  quality  of  its  products  and  the 
quality  of  its  sales  and  service. 

There  are  many  different  ways  to  measure 
Buick's  progress.  For  example,  in  survey  after  survey 
Buick  has  ranked  among  the  best  in  providing  quality 
American  cars  and  outstanding  ser\ice. 

These  surveys,  conducted  by  J.D.  Power  and 
Associates,  recently  measured  consumers'  opinions 
three  different  ways.  One  survey  measured  overall 
customer  satisfaction  with  the  product  and  dealer 


consumer  surveys. 


service  after  one  year  of  ownership.  Another 
measured  sales  satisfaction  with  the  car,  the  way  it 
was  sold  and  the  way  it  was  delivered  by  the  dealer 
.Aiid  the  third  measured  initial  quality;  based  on 
owner-reported  problems  during  the  first  90  days  of 
ownership. 

Out  of  over  150  models  surveyed,  Buick  was  the 
only  domestic  brand  to  make  the  top  ten  in  all  three 
of  these  surveys. 

Now,  the  1990  editions  of  these  premium 
automobiles  are  available  for  your  inspection.  If  you're 
looking  for  quality— go  looking  for  your  Buick  dealer. 


K2i 


'ait 


The  New  Symbol  for  Quality'  in  .-Xmerica. 


Qj^    Let's  get  it  together. ..buckle  up. 

£  1989  GM  Corp.  All  rights  reserved. 
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■  Buick  ranked  Kth  n 


^  Ne%s-  Car  ^;e<  Sati^tart.t.fi  !ndex"  Burcit  i 


e  for  3rd  o\-eraII  1989  Initial  OuaIit>- Sun.-e>  *  Buick  ra.-iked  Tih  oi-eraJI 


ll's  emergence  as  a  business  celebri- 
nnerved  Robinson's  image-conscious 
lies.  Says  Weill:  "They  made  Jim 
)ked,  saying,  'You'd  better  look  over 
f  shoulder.  He's  out  to  get  your 

"  Even  away  from  AmEx  headquar- 
,  there  was  tension.  Once,  after 
11  had  played  in  a  celebrity-studded 

tournament,  he  says,  "people  asked 

'How  come  you  weren't  on  TV  with 
sident  Ford  and  Jack  Nicklaus?' " 
inson  plays  down  any  speculation 

he  was  unhappy  with  Weill's  expo- 
Says  he:  "Sandy  is  a  high-talent 

and  an  exciting  person  to  work 


working  life."  He  changed.  He  often  ran 
alone  around  the  Central  Park  Reser- 
voir. He  softened,  too,  after  being 
known  as  a  boss  who  frequently  yelled 
at  his  subordinates.  "But  then,  I  had 
nobody  to  scream  at,"  he  says.  He  set 
his  sights  on  finding  an  ailing  financial- 
services  company  that  would  welcome 
his  leadership. 

In  early  1986,  Weill  thought  he  had 
spotted  the  ideal  turnaround  situation: 
BankAmerica,  which  had  lost  $337  mil- 
lion in  1985  and  eliminated  its  dividend. 
With  backing  by  Shearson,  Weill  offered 
to  raise  $1  billion  of  new  equity.  But 
the  board  voted  unanimously  against 


furbished  Joan  and  Sanford  I.  Weill  Re- 
cital Hall. 

It  figures  that  Weill  chooses  to  share 
the  credit  with  his  wife  of  34  years.  He's 
the  first  to  say  that  she  has  played  a  big 
role  in  his  success.  Before  Weill  sold 
Shearson  to  AmEx,  he  had  Joan  meet 
Jim  Robinson  alone  before  concluding 
that  Robinson  could  be  trusted.  And 
each  time  Weill  takes  a  company  public, 
he  makes  sure  that  Joan  is  standing 
next  to  him  at  the  New  York  Stock  Ex- 
change and  that  she  buys  the  first 
share  of  stock.  When  Shearson  went 
public,  the  Street  assumed  its  ticker 
symbol  simply  stood  for  the  firm's  first 
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'eill  had  a  tough  time  getting  accus- 
ed to  the  decentralized  AmEx  corpo- 
culture.  "It  was  very  hard  for 
dy,"  says  a  former  AmEx  official. 

was  used  to  walking  around  the 
arson  offices  and  firing  up  the 
ps.  The  AmEx  way  was  to  be  re- 
'ed  from  the  troops."  Weill  did  do 
ortant  work.  He  spearheaded  AmEx' 
aisition  of  Investor  Diversified  Ser- 
s,  a  financial-services  company,  and 

turnaround  of  i\^3px'  Fireman's 
d  Corp.  insurance  unit.  Still,  he  says, 
ire  wasn't  that  much  for  me  to  do." 
made  an  offer  for  Fireman's  Fund, 
AmEx  instead  spun  off  much  of  it  to 

public.  In  August,  1985,  Weill  re- 
led  as  AmEx  president — after  just 

years. 

lE  RUNNER.  On  his  own,  Weill  was  a 
in  exile,  yet  he  still  worked  in  an 
Ex-owned  office  on  Park  Avenue  ev- 
morning  and  dressed  in  a  suit  and 
He  aimlessly  watched  stock  prices 
t  across  his  Quotron  terminal.  "It 
1  a  strange  time  for  him,"  says  Jamie 
ion,  Primerica's  chief  financial  offi- 
and  Weill's  chief  aide  at  AmEx.  "He 
been  running  nonstop  his  whole 


him.  It  still  rankles.  "I  never  got 
through  the  gate  to  make  a  proposal," 
he  says.  Wall  Streeters  speculated  at  the 
time  that  Weill  never  had  a  chance  for 
BankAmerica  because  he  was  Jewish. 
Weill  says  that  he  hopes  that  is  not 
the  reason. 

With  nowhere  to  go,  he  turned  to  an 
unlikely  pursuit:  fund-raising.  Weill  says 
he  raised  "a  lot"  of  the  $60  million  that 
went  into  the  restoration  of  New  York's 
Carnegie  Hall  in  the  late  1980s,  and  he 
himself  donated  $2.5  million.  The  re- 
sponse to  his  work  was  a  revelation  to 
him.  "It  was  a  turn-on,"  he  says,  "that 
people  would  listen  to  me,  even  though  I 
was  no  longer  the  president  of  American 
Express  or  the  chairman  of  Shearson." 
His  efforts  are  commemorated  in  the  re- 


Weill's  failure  to 
take  over  BankAmerica 
still  rankles:  'I  never 
got  through  the  gate' 


three  letters.  But,  Joan  Weill  says,  "he 
named  it  SHE,  after  me.  That  meant  a 
lot  to  me." 

And  now,  Weill  is  again  on  a  roll. 
Several  analysts  have  recently  upgraded 
their  1989  earnings  estimates  for  Pri- 
merica.  Allerton  Cushman  Jr.  of  Morgan 
Stanley  &  Co.  says:  "He's  got  Primer- 
ica  on  the  right  track.  If  it  is  earn- 
ing $4  a  share  by  1991,  that  will  have 
proved  his  ability  to  turn  around  the 
business." 

Sometimes,  though,  success  can't  be 
measured  in  dollars  and  cents.  One  af- 
ternoon in  October,  Weill  served  as  hon- 
orary ringmaster  of  the  Big  Apple  Cir- 
cus in  a  performance  for  1,700  Primerica 
employees  and  their  families  in  Balti- 
more. After  ringing  a  bell  and  blowing  a 
whistle  to  open  the  show,  Weill  started 
to  walk  away.  Suddenly,  he  froze.  The 
crowd  had  begun  a  chant  usually  re 
served  for  a  hero  who  hits  the  game- 
winning  home  run.  "San-dy,  San-dy,  San- 
dy," they  shouted.  "It  was  spooky," 
Weill  says.  But  it  may  have  been  a  fit- 
ting ovation  for  the  wizard  who  has  re- 
turned to  Wall  Street. 

By  Jon  Friedman  in  New  York 
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Innovation  THE  EGYPTIANS 

AND  SOFTWARE  nCHNOLOCI 


'ractically,  writing  has  served  as  an  amplifier  of 
an  thought.  With  each  generation  since  its  inven- 
the  wealth  of  knowledge  available  to  mankind  has 
ased  exponentially,  allowing  us  to  learn  from  the  mis- 
;  of  our  forebears  and  to  build  on  their  discoveries, 
n  our  own  age  we  are  experiencing  the  birth  of  a 
kthrough  equal  in  magnitude  to  that  of  writing.  In 
1  the  first  large-scale  digital  computer  ENIAC,  came 
Within  a  single  generation  nearly  every  aspect  of 
ves,  from  cooking  to  space  flight,  has  been  touched 
)mputers. 

U  the  heart  of  this  breakthrough  has  been  Lockheed, 
applications  of  its  software  include  battle  manage- 
t,  strategic  defense,  ground  and  space-based  com- 
ications,  and  intelligent  flight  systems.  Lockheed's 
eryof  Ada,theGovernment'sstandard  programming 
jage,  insures  thatthe  company  will  remain  the  nerve 


center  of  software  development.  In  addition,  Lockheed's 
application  of  its  software  proficiency  to  its  own  manufac- 
turing not  only  reduces  production  time,  but  increases 
quality  control. 

Like  writing,  software  technology  has  served  to  am- 
plify the  human  mind.  Phenomena  that  were  once  too 
complex  to  study  are  now  open  to  us,  and  feats  that 
were  once  impossible  have  become  commonplace.  The 
ramifications  are  limitless. 

Civilization  as  we  now  know  it  would  have  been 
inconceivable  without  the  invention  of  writing.  But  could 
the  ancient  Egyptians  have  imagined  where  their  invention 
was  to  take  their  descendants?  With  the  advent  of  soft- 
ware technology  the  direction  civilization  will  take  over 
the  next  5,000  years  may  be  just  as  unimaginable  to  us. 
We  are  reading  the  preface  to  an  incredible  adventure. 


^^^Lockheed 


Giving  shape  to  imagination 
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MARKETS  &  INVESTMENTS! 


IT'S  BOMBS  AWAY 
FOR  DEFENSE  STOCKS 
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With  major  Pentagon  budget  cuts  looming,  investors  are  jettisoning  shares  of  big  militan.-  contractor 


c 


an  America's  defense  conn-actors 
survive  peace?  That's  the  multi- 
billion-dollar  question  being  asked 
on  Wall  Street.  Prices  for  aerospace  and 
defense  stocks  have  been  sliding  for 
weeks  (chart).  And  on  Nov.  20.  after 
learning  that  the  Bush  Administration  is 
thinking  of  slicing  S180  billion  from  pro- 
jected spending  in  fiscal 
years  1992-94.  investors  took 
the  offense  against  defense. 

The  damage  to  many  de- 
fense stocks  was  far  wor?- 
than  what  hit  them  in  i: 
mini-crash  of  Oct.  13.  The 
Standard  &  Poor's  Aero- 
space Defense  stock  index 
dropped  4.1^f.  but  some 
stocks  fell  as  much  as  10^"^. 
While  many  analysts  dismiss 
the  sell-off  as  an  overre;. 
tion,  there's  good  reason  \'j 
expect  further  declines.  De 
fense  companies  now  face 
shrinking  revenues  at  a  time 
when  they  are  earning  high 
levels  of  debt. 

IRONIC  TWIST.  "A  dow-ntrend 

of  this  sort  can  take  three 

years  to  bottom  out."  warns 

Pvobert  E.  Torray.  an  invest- 
ment manager  whose  firm. 

which  bears  his  name,  spe 

cializes  in  out-of -favor  stocks. 

"These  stocks  could  languish 

for  a  long  time  before  you 

get  a  turn  in  the  business." 
Ironically,  defense  stocks 

should  be  making  friends 

now.  Defense  contractors 

have  t>"pically  been  recession- 
resistant,  and  many  investors 

fear  the  economy  is  slipping 

into  recession.  The  jurj"'s  still. 

out  on  the  economy,  b  " 

there's  no  douht  that  defense 

spending  is  in  a  recession. 

Even  before  the  new  easing 

of  tensions  in  Eastern  Eu- 
rope, the  Adminisn-anon  was 

planning  modest  l'T:-to-2^c  in- 
I  creases  in  defense  spending. 
'  The  Pentagon  is  now  looking 

102  5     \E3S  .'.EE- 


at  cuts  that  would  average  b'"'  a  year 
over  three  years.  And  after  the  Malta 
summit,  it  could  be  more. 

But  the  impact  on  the  defense  indus- 
try", says  Jack  Modzelewski.  a  former 
executive  at  Rockwell  International 
Corp.  who  is  now  a  \ice-president  at 
Paine  Webber  Inc..  will  be  far  gi-eater 


He  savs  it's  harder  for  tl  -s^ 
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THE  BIG  SELL-OFF  IN 
DEFENSE  STOCKS 
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than 

government  to  make  cuts  in  personni 
maintenance,  or  operations  than  in  i 
search-and-development  or  procuremei 
plans.  So  the  big  cuts  have  to  come  oi 
of  the  industry's  bread  and  butter.  Saj 
Modzelev%"ski:  "These  companies  haven 
even  begun  to  feel  the  pain. 

IN  HOCK.  The  major  defens 
contractors     have  bee 
through  down  cycles  befo: 
but  never  with  as  much  deH^sIa 
as  they  have  now.  The: 
companies  have  historical] 
kept  their  leverage  low.  B 
in  the   1980s,  the  defensfcm 
companies  followed  the  res  km: 
of  Corporate  America  an 
loaded  up  on  debt.  For 
stance,  Xoithrop  Corp.'s  tcfci  ii 
tal  debt  as  a  percentage  o§er 
equity  is  140'~f  today, 
from  4""^  in  1980  (table)."Don 
blame  the  debt  buildup  ei 
tirely  on  mismanagemen 
During  the  1980s  the  D€ 
rciise  Dept.  shifted  more  d« 
velopment  costs  to  the  cor 
tractors:  That  led  to  som 
borro'tting.  Still.  "Here's 
industry-  that's  coming  out  o 
the  10  best  years  it  ever  hac 
but  financially,  it's  in  wor 
shape  than  at  the  beginnin 
of  Reagan's  military  btu] 
up."  says  Modzelewski 

So  much  so,  that  a  fe's§:-ij 
companies  may  not  have  th' 
wherewithal   to  maintai 
their  independence  throug' 
the  next  few  years.  Analystjt:,^;^  • 
say  Northrop,  maker  of  th' 
B-2  Stealth  bomber,  is  vu 
nerable  because  the  planes 
which  cost  a  cool  S-530  miUio] 
each,  are  too  expensive 
survive  Pentagon  budge 
cuts.  Many  wonder  if  Gnur 
man  Corp.,  too,  with  only  $  ;  j;  -. 
bilUon  in  sales,  can  sur\iv' 
alone  into  the  1990s. 

Are   they  deal  stock 
Don't  rush  into  them  vet 
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dzelewski  thinks  Grumman,  now  at 

might  attract  a  suitor  if  the  stock 
ps  to  18,  "but  you  wouldn't  get  more 
a  takeover  than  it  sells  for  today." 
d  Michael  Murphy,  who  runs  the 
jrpriced  Stock  Service,  says  Nor- 
op,  at  16%,  is  heading  for  a  "hat- 
stock  price  "and  will  be  merged 

under  $10  a  share." 
>s  AT  LOCKHEED?  Even  Lockheed 
•p.,  with  $10  billion  in  sales,  is  sweat- 
.  On  Nov.  17,  it  announced  it  may 
t  a  loss  for  1989  because  it  made  a 
nning  blunder  in  the  development  of 
P-7A  antisubmarine  aircraft  that 
Id  cost  the  company  as  much  as  $300 
lion.  The  stock  took  two  days  of  pum- 
ling  that  drove  it  down  14%,  to  35%. 
in,  on  Nov.  21,  corporate  raider  Har- 

C.  Simmons  announced  his  intention 
Doost  his  holdings  from  10.6%  to  15%' 
more.  He  may  be  trying  to  force  a 
tructuring  or  an  outright  sale  of 

company.  Says  David  A.  Katz  of 
!ue  Matrix  Management,  who  has 
■n  adding  to  his  Lockheed  holdings: 
mmons  has  an  incentive  to  make 
lething  happen." 

)f  all  the  defense  contractors,  Gener- 
3ynamics  Corp.  and  McDonnell  Doug- 
Corp.  have  the  most  staying  power. 
?y  each  produce  an  assortment  of  con- 
itional  weapons  that  are  proven  reli- 
e  and  relatively  cheap.  GD  makes  M-1 
ks  for  the  Army,  submarines  for  the 
vy,  and  F-16  fighters  for  the  Air 
•ce.  McDonnell  Douglas  makes  heli- 
iters  and  various  fighter  and  attack 


DEFENSE  DEBT  HAS  SOARED 

ompany  Debt  as  a  percentage  of  equity 
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craft.  Some  analysts  also  like  Rayth- 
1  Co.,  which  builds  radar  and  missiles 
items,  because  it  is  one  of  the  most 
icient  manufacturers  in  the  defense 
ustry.  It  also  keeps  one  of  the  indus- 
's  cleaner  balance  sheets.  Both  attri- 
tes  should  stand  it  in  good  stead  as 
i^ernment  spending  is  pared, 
liven  if  the  new  era  of  global  good 
iling  persists,  it  does  not  foreordain 
;  demise  of  the  U.  S.  defense  industry, 
t  clearly  the  industry  will  be  shrink- 

So  there  seems  to  be  no  hurry  to 
'est  in  these  stocks.  And  without  buy- 
>,  even  a  little  selling  can  drive  them 
•  below  today's  prices. 

By  Jeffrey  M.  Laderman  in  New  York 


BONDS  I 


BLUE-CHIP  BONDS  lOOK  LIKE 
A  'BUYER'S  DREAM' 


As  the  junk  market  falters,  investment-grade  debt  bounces  back 


It  isn't  a  rally  yet,  but  the  stigma  on 
bonds  of  high-grade  companies  is 
starting  to  lift.  Just  a  few  months 
ago,  it  was  hard  to  find  a  soul  to  speak 
up  for  stuffy  old  investment-grade 
bonds.  They  seemed  to  offer  the  worst 
of  all  worlds.  Junk  bonds  were  still  roar- 
ing, with  high-octane  yields  that  left  in- 
vestment-grade issues  in  the  dust. 
Worse,  holders  of  high-grade  bonds 
were  getting  the  short  end  of  the  stick 
in  the  megabuck  takeover  wars.  Bonds 
of  blue-chip  companies  were  being 
turned  into  junk  overnight  as  raiders 
took  them  private  and  piled  on  new  debt 
to  finance  the  purchases. 

Now  the  junk  market  is  in  shambles, 
and  takeovers  are  on  the  wane.  Add  to 
that  the  growing  belief  that  next  year 
will  bring  a  recession  or  sharp  slow- 
down, and  suddenly  the  safety  of  such 
blue-chip  companies  as  Xerox,  Arco,  and 
General  Motors  is  starting  to  look  good. 
Moreover,  if  the  recession  takes  hold, 
the  slowdown  will  choke  the  supply  of 
new  corporate  offerings  and  raise  bond 
prices.  "It's  still  very  early,  but  the  in- 
vestment-grade bond  market  is  turning 
into  a  buyer's  dream,"  says  Jim  Ednie, 
head  of  Drexel  Burnham  Lambert  Inc.'s 
high-grade  bond  department. 

Right  now,  high-grade  bonds  are 
yielding  a  lot  more  than  U.  S.  Treasury 
debt  (chart).  Although  interest  rates 
have  been  dropping  during  the  course  of 
the  year,  rates  on  corporate  bonds 
haven't  sunk  as  much  as  Treasuries. 
That's  because  as  interest  rates  fell, 
companies  rushed  to  sell  new  bonds  to 
take  advantage  of  lower  borrowing 
costs.  The  crowd  of  borrowers  meant 
that  they  had  to  pay  relatively  higher 
rates  to  attract  investors. 
SANDBAGS  IN  STORE?  So  where  might  in- 
vestors look?  Ednie  recommends  a  num- 
ber of  high-quality  bargains.  For  exam- 
ple, 30-year  bonds  from  British 
Petroleum  Co.  only  a  few  months  ago 
yielded  one  percentage  point  more  than 
Treasuries.  Now,  at  9.5%,  the  BP  bonds 
yield  a  point  and  a  half  more,  and  that's 
worth  thousands  of  dollars  on  a  $25,000 
investment  over  30  years. 

Ednie  thinks  the  market  is  also  valu- 
ing K  mart  Corp.  bonds  too  cheaply, 
with  a  yield  comparable  to  that  of  Brit- 
ish Petroleum.  K  mart  is  an  unlikely 
takeover  target,  he  maintains,  since  it 
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doesn't  own  its  real  estate  or  have  many 
other  assets  that  might  catch  the  eye  of 
a  raider. 

Investment-grade  utilities,  too,  are 
getting  the  cold  shoulder  by  investors. 
They  yield  about  the  same  as  some  in- 
dustrial takeover  candidates,  according 
to  Walter  J.  Lippman,  portfolio  manager 
of  Franklin  Investment  Grade  Income 
Fund.  Yet  "the  possibility  of  a  leveraged 
buyout  in  utilities  is  so  remote  you  can 
dismiss  it,"  he  notes. 

There  is  still  the  risk  that  investors  in 
high-grade  corporates  could  be  sand- 
bagged in  the  event  of  a  takeover.  Most 
new  bond  covenants  devised  to  offer 
some  protection  to  debtholders  are  one- 
sided: They  offer  the  holder  compensa- 
tion if  management  deems  the  deal  to  be 
"hostile,"  but  not  if  management  or  a 
friendly  buyer  puts  the  company  in  hock 
to  take  it  private.  Still,  the  pressure  is  on 
companies  to  tighten  up  protective  lan- 
guage in  bond  indentures.  For  example, 
a  recent  $300  million  offering  by  United 
Technologies  Corp.  protects  against  all 
new  leverage.  If  the  company  is  taken 
over  or  taken  private,  the  bond  will  pay 
a  new,  higher  interest  rate. 

Already,  such  large  institutional  buy- 
ers as  insurance  companies,  which  have 
been  avoiding  investment-grade  bonds 
till  now,  are  starting  to  nibble.  The 
bonds  may  never  have  the  box-office  ap- 
peal of  junk  in  its  heyday,  but  stuffy 
and  boring  corporates  could  be  the  new 
stars  in  the  market. 

By  David  Zigas  in  New  York 


BUSINESS  WEEK/DECEMBER  4,  1989 103 


L 


inance 


CORPORATE  FINANCE  I 


FIRST  BRANDS:  ANATOMY 
OF  AN  LBO  THAT  WORKED 


It's  out  from  under  a  mountain  of  debt — and  going  public 


In  1986,  the  world  was  a  pretty  scary 
place  for  the  management  at  First 
Brands  Corp.  The  company's  top  offi- 
cials had  just  completed  an  $840  million 
leveraged  buyout  that  spun  it  off  from 
parent  Union  Carbide  Corp.  Debt  at  the 
new,  privately  held  company  was  a  stul- 
tifying 8.8  times  equity  capital,  and  cash 
flow  covered  only  half  the  next  year's 
interest  payments  of  $78.6  million. 

That  certainly  sounds  like  another  sob 
story  about  overleveraging,  doesn't  it? 
But  this  is  one  with  a  happy  ending — 
and  a  twist.  First  Brands  has  dug  itself 
out  of  heavy  debt,  and  now — here  comes 
the  twist — it  is  one  of  the  few  LBOs  to 
offer  stock  to  the  public.  All  this  at  a 
time  when  many  leveraged  deals  are 
self-destructing  and  when  the 
initial  public  equity  offering  is 
almost  a  curiosity  because,  in 
the  wake  of  the  1987  crash, 
companies  are  gun-shy  of  the 
stock  market. 

The  offering  to  sell  30'X  of 
the  company  is  slated  to  close 
in  December.  And  it  just 
might  fetch  the  $20.50  per- 
share  asking  price,  which  is 
five  times  what  the  stock  cost 
three  years  ago.  That  will 
make  First  Brands,  the  pro- 
ducer of  Glad  bags,  Simoniz 
car  wax,  and  Prestone  anti- 
freeze, a  case  study  in  the 
right  way  to  set  up  an  LBO. 
Says  director  Ervin  R. 
Shames:  "The  company  is  in  a 
very  strong  position." 
HUMBLE  ROOTS.  First  Brands 
progress  is  all  the  more  un- 
usual when  you  consider  its 
humble  beginnings  as  a  corpo- 
rate castaway.  As  the  con- 
sumer-products arm  of  Union 
Carbide,  First  Brands  had 
been  merely  an  outlet  for  the  chemical 
giant's  commodities,  and  the  parent  com- 
pany devoted  little  capital  or  marketing 
talei'.i  to  it.  When  GAF  Corp.'s  Samuel  J. 
Heyiii.-n  launched  his  raid  on  Carbide  in 
1986,  it  restructured  and  thrust  First 
Brand.-  onto  the  auction  block.  A  Union 
Carbide  manager,  Alfred  E.  Dudley,  per- 
suaded 23  other  managers,  each  with  de- 
cades of  experience,  to  put  up  $9.52  mil- 


lion to  buy  11.97c  of  the  deal.  Another 
group,  including  First  Boston,  Manufac- 
turers Hanover  Venture  Capital,  and 
Metropolitan  Life  Insurance,  pulled  to- 
gether $70.5  million.  First  Brands  sad- 
dled itself  with  junk-bond  and  bank  debt 
for  an  additional  $760  million.  The  result: 
a  company  in  a  severe  state  of  hock.  It 
owed  a  stunning  $674  million  with  just 
$76.6  million  of  equity  in  1987. 

The  prospect  of  meet- 
ing all  those  debt  pay- 
ments concentrated  the 
minds  at  First  Brands 
wonderfully.  Newly 
minted  Chief  Executive 
Dudley  and  his  fellow 
owners  had  barely  de- 


CEO  DUDLEY  PERSUADED  23  CARBIDE  MANAGERS  TO  BUY  IN 


camped  from  Carbide  headquarters  in 
Danbury,  Conn.,  before  they  set  about 
trimming  employees  by  9.4%,  cutting 
costs,  and  boosting  quality.  One  big  fo- 
cus was  on  improving  STP  auto  additives, 
a  product  that,  one  company  official 
says,  "they  made  in  a  garage  some- 
where." And  it  all  seems  to  have 
worked.  Net  income  increased  from  a 
$6.98  million  loss  on  $837  million  in  sales 


in  1987  to  a  $60.9  million  gain  on  $lJ 
billion  in  sales  in  1989. 

Asset  shuffling  is  de  rigueur  foj 
LBOs,  of  course.  But  the  trick  is  to  sel 
off  what  is  not  needed  and  keep  what  id 
First  Brands  sold  and  leased  back  Gla^ 
Bag  production  equipment  to  raise  $16) 
million.  And  in  March,  it  sold  home-pro 
ucts  subsidiaries  in  France,  German 
and  Spain  for  a  take  of  $27  million.  Bu 
every  one  of  the  well-known  domesti 
brand  names  stayed. 
'SMARTER.'  The  fresh  cash  went  into  ca 
ital  spending,  research,  and  a  low-cos 
acquisition.  In  June,  1988,  the  compan 
paid  $13.7  million  for  Himolene  Holding 
Inc.,  maker  of  an  industrial  plastic  tras' 
bag  liner.  Since  the  LBO,  First  Brand 
has  launched  34  new  products  or  modif 
cations,  according  to  Marketing  Intell' 
gence  Service  Ltd.  It  added  handles 
its  Glad  garbage  bags,  created  a  biod 
gradable  trash  bag,  an 
introduced  a  radiato 
flush  system  for  Pre~ 
tone.  Next,  the  comp 
ny  hopes  to  launch  ca 
care  centers  that  us 
First  Brands'  produc^ 
and  compete  with  estab 
lished  centers  such  a 
Jiffy  Lube.  Says  Ernes 
M.  Potischman,  presi 
dent  of  the  consultin 
firm   that  positione 
many  of  First  Brands 
products:   "They  ar 
much  leaner  and  tough 
er  and  smarter." 

So  now,  debt  burden  i 
manageable.  First  Brand 
owes  principal  payments  o 
only  about  $2  million  a  yea 
through  1992  before  it  mus 
meet  a  balloon  payment  o 
$39.7  million  in  1993.  Manag 
ment  likely  will  repay  tha 
amount  early  or  refinance  it 
say  officials  close  to  the  com 
pany.  Subordinated  deb 
worth  $385  million  isn't  du 
until  1998  at  the  earliest 
"That's  a  long  time  away,' 
says  K.  Brian  Keegan,  senio 
analyst  at  Moody's  Investo 
Service  Inc. 

Of  course.  First  Brand 
needs  to  keep  the  produc" 
and  cash  flowing  in  the  face  of  a  possi 
ble  recession  and  what  could  be  volatil 
raw-material  prices.  But  management  i 
in  an  up  mood.  It  stands  to  reap  ric 
rewards  in  return  for  the  stock  it's  sell 
ing  to  the  public.  And  it's  demonstratin 
that  a  chancy  LBO  can  turn  out  to  b 
A-O.  K.,  not  DOA. 

By  Todd  Vogel  in  Danbury,  Conn.,  wit 
Leah  J.  Nathans  in  New  York 
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BETTING  ON 
THE  MAN  WHO 
BUILT  MANPOWER 


l; 


ondon-based  Blue  Arrow  has  been 
plagned  by  a  host  of  problems 
lever  since  it  acquired  Manpower 
in  1987.  But  some  sa\n,-\-  asset-value 
players  have  been  accumulating  shares 
of  Blue  Arrow,  now  the  world's  largest 
temporar\"-help  company. 

These  pros  see  Blue  Arrow  as  an 
unden-alued  company  whose  fortunes 
are  about  to  turn  around.  Earnings  are 
expected  to  decline  about  this 
year,  largely  because  of  nonrecurring 
charges  and  recent  restructuring,  in- 
cluding a  management  shakeup.  But  in 
1990,  earnings  should  rebound  smartly, 
perhaps  jumping  by  as  much  as  60%, 
estimates  John  Calcagnini,  an  analyst 
at  13F  Opportunities  Report.  After 
1990.  a  growth  rate  of  at  least  15%  "is 
reasonable  for  a  company  well  posi- 
tioned in  one  of  the  fastest-growing 
businesses  in  the  U.  S.,"  he  says. 

Blue  Arrow  has  2,000  branch  offices 
in  33  countries,  with  more  than  90-^  of 
its  S2.5  billion  revenues  coming  from 
the  temporar\--help  business.  The  com- 
pany also  places  permanent  employees 
and  does  executive  recruiting. 

Blue  Arrow's  shares,  currently  trad- 
ed in  the  U.  S.  through  American  De- 
positary- Receipts  (ADRS),  have  tumbled 
from  20  in  August  to  15 — way  below 
its  book  value  of  S22.  Calcagnini  esti- 
mates a  breakup  value  of  S28  a  share. 
'PARKING*?  The  company's  appeal  has 
been  clouded  by  the  British  govern- 
ment probe  into  certain  aspects  of  the 
Manpower  purchase.  Several  people, 
including  British  bankers,  brokers,  and 
lawyers,  have  been  charged  with  fraud 
in  connection  wth  the  Manpower  deal. 
They  are  accused  of  "parking"  unsub- 
scribed shares  that  they  represented  as 
sold.  Former  Blue  Ajtow  Chairman 
and  CEO  Antony  Berr\-,  sacked  in  April 
by  the  board  of  directors,  was  investi- 
gated for  providing  an  interest-free 
loan  of  S16  million  to  a  friend,  for 
which  the  company  took  an  extraordi- 
nary- charge  in  the  year's  first  half. 

Blue  Arrow  Chairman  Mitchell 
Fromstein,  who  was  president  of  the 
Manpower  unit  before  Berry-  fired  him, 
plans  to  reestablish  U.  S.  headquarters 
and  to  rename  the  company  Manpow-er. 
Pie's  also  expected  to  put  the  stock 
back  on  the  New  York  Stock  Exchange 
to  regain  the  Street's  support. 


BLUE  ARROW  SHARES 
STRUGGLING  TO  REBOUND 
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That  has  attracted  some  of  the 
Street's  smartest  value  players,  includ- 
ing Harris  .Associates,  which  invests  in 
beaten-down  stocks.  The  Chicago-based 
group  now  has  an  8%  stake.  Southeast- 
em  Asset  Management,  a  group  that 
scouts  for  companies  selling  way  below 
asset  value,  has  bought  a  7.2%  interest. 
And  Reich  &  Tang,  a  New  York  invest- 
ment firm  that  buys  into  companies 
depressed  by  bad  earnings,  has  a  3.5% 
stake.  "The  last  time  we  saw  this  kind 
of  cross-bu\ing  was  in  Hasbro  [the  toy 
company]  before  it  jumped  47%,  to  S22 
a  share,  from  S15  in  January,"  notes 
Calcagnini.  The  same  groups  were  the 
big  players  in  Hasbro. 


FLAWS  IN  A 
JEWELER'S  FUTURE? 


So  far  this  year.  Jan  Bell  Market- 
ing has  been  a  spectacular  win- 
ner. Trading  at  just  16  in  mid- 
May,  the  stock  of  this  supplier  of  gold, 
diamond,  and  other  jewelry  to  whole- 
sale membership  clubs  hit  a  high  of 
more  than  32  in  early  October.  It  has 
since  slid  to  S26  a  share,  down  from 
the  S28.50  price  of  Jan  Bell's  2.6  mil- 
lion-share new  offering  on  Oct.  10. 
Goldman  Sachs,  Morgan  Stanley,  Salo- 
mon Brothers,  and  Oppenheimer — the 
Wall  Street  firms  that  undenvTote  the 
offering — are  bullish  on  the  company. 

But  several  investment  managers 
have  been  bailing  out.  A  few  started 
shorting  the  stock  when  it  was  in  the 
30s.  WTiy?  "We  think  the  next  big 
move  is  down,"  says  a  New  York  mon- 
ey manager.  He's  con\inced  that  com- 
petition will  soon  crowd  the  industry-. 
That  means  that  the  16%  1990  gross 


profit  margin  seen  by  many  analys  i 
will  prove  to  be  overly  optimistic,  1  i 
says,  as  rivals  offer  merchandise 
lower  prices  than  Jan  Bell. 

Some  43%  of  sales  go  to  Wal-Mart 
Sam's  '^Tiolesale  Club,  with  28'^  goir. 
to  Price  Club.  "We  think  Jan  Bell  w 
start  losing  part  of  its  base  busineii. 
with  some  of  the  warehouses,'"  sai( 
the  money  manager.  ^ 

"It's  the  kind  of  stock  that  wor* 
take  disappointment,"  says  a  We 
Coast  investment  ad\iser.  He  thinl 
the  stock's  price-earnings  ratio  of  38 
too  high,  especially  if  the  econon 
goes  into  recession.  The  bulls  see  19i 
earnings  of  80<t  a  share  and  SI. 15  f< 
1990  vs.  1988's  57.?.  Jan  Bell  Chairma 
Isaac  Arguetti  dismisses  the  threat 
competition  and  says  he's  confidei 
about  the  strength  of  his  business. 


SKF  MAY  FIND  ITS 
HIGH-TECH  BEARINGlj 

American  ball-bearing  companie 
are  hot.  Sweden's  well-know 
SKF  Ball  Bearing  has  been  trj 
ing  to  buy  McGill  Manufacturing.  1 
SKF  gives  up  on  McGill  or  is  outbid,  sa 
some  takeover  pros,  it  may  train  it 
sights  on  Barden,  a  maker  of  high-prt 
cision  ball  bearings. 

These  pros  explain  that  demand  fo 
Barden's  products  remains  strong  an 
earnings  should  continue  to  advanct 
They  note  that  Barden  has  been  spenc 
ing  heavily  on  increasing  production  ei 
ficiency.  Rick  Teller,  a  senior  \icepres 
ident  at  Josepthal  &  Co.  in  Bostor 
estimates  that  next  year's  earning 
should  climb  to  S3.50  a  share  from  a 
estimated  S3. 10  this  year.  The  Danbur 
(Conn.)  company  earned  S2.13  in  1988 
Based  on  the  bids  for  McGill,  Bardei 
is  worth  about  S50  a  share,  says  on 
takeover  investor.  It  currently  trade 
at  S33  a  share.  His  reasoning:  Becaus' 
Barden  is  in  the  high-precision  end  o 
the  business,  it's  preferable  to  McGill 
which  faces  a  lot  of  competition  in  me 
dium-grade  bearings.  And  Barden' 
high-precision  products  aren't  as  \-ul 
nerable  to  economic  swings  as  medium 
grade  bearings  are,  he  says. 

One  big  investor  thinks  Barden' 
founder  and  largest  shareholder,  81 
year-old  Carl  Norden,  may  be  willing 
to  sell  his  22%  stake  for  "the  righ 
price."  Some  45%  of  the  stock  is  con 
trolled  by  management,  including  Nor 
den's  holding.  Norden  couldn't  b( 
reached  for  comment.  President  anc 
CEO  Stanley  Noss  says  Barden  isn't  foi 
sale  and  hasn't  received  anv  offers. 
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?eping  the  wheels  of  industry 
rniiig  these  days  takes  more 
an  capital-it  also  takes  a  steady 
)W  of  ideas  for  putting  that  tapi- 
I  to  best  use.That  s  vvhv  hundreds 
companies  whose  business  runs 
1  wheels  have  turned  to  GECapi- 
I  for  financial  services. 
One  of  our  capital  ideas  paired 
e  fast-growing  East  and  West 
ast  business  of  PenskeTruck 
casing  with  the  strengths  of  our 
ising  operations  in  the  country's 


interior  This  synergy  built  a 
nationwide  joint  \'enturethat  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
icas railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  (lEC.apital  Railcar 
Services  are  spared  not  only  the 
capital  investment, but  also  main- 
tenance worries. 

Our  vehicle  lleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  c(  )rporate  fleet  man- 


ager customers -whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
ei7iployee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tory hnancing,  working  capital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  callus  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Coital 
C^kal  Ideas. 


Coital  Ideas 
get  rolling 
at  Ol  Coital 


nf  ormation  Processing 
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GIDEON  GARTNER 
WANTS  HIS  BABY  BACK 


But  can  he  bid  high  enough  to  win  Gartner  Group  from  Saatchi? 


It  takes  chutzpah  to  sell  your  compa- 
ny for  $90  million  one  year  and  try  to 
buy  it  back  the  next — at  a  deep  dis- 
count. But  nobody  ever  said  Gideon  I. 
Gartner  is  short  on  confidence.  In  fact, 
the  54-year-old  chairman  of  Gartner 
Group  Inc.  seems  to  thrive  on 
such  bold  moves.  As  a  Wall 
Street  computer  analyst  and 
then  as  founder  of  his  own 
market  research  company, 
Gartner  won  big  by  giving  in- 
vestors and  customers  the 
lowdown  on  computer  makers 
and  their  products.  Last  year, 
Gartner  sold  out  to  London- 
based  advertising  agency 
Saatchi  &  Saatchi  PLC  for  $90 
million  and  netted  $15.3  mil- 
lion for  his  17%  stake. 

Now,  because  Saatchi's  fi- 
nancial troubles  have  forced 
it  to  put  Gartner  Group  and 
other  nonadvertising  busi- 
nesses on  the  block,  Gartner 
has  a  chance  to  buy  his  name- 
sake back.  But  industry 
sources  say  he  faces  stiff 
competition  from  Dun  & 
Bradstreet,  McGraw-Hill 
(publisher  of  BUSINESS  WEEK) 
and  International  Data  Corp. 
(IDC).  The  three  companies 
won't  confirm  their  interest,  but  the  bid- 
ding has  gotten  hot,  says  a  participant  in 
the  deal.  "This  isn't  a  doggie  just  lying 
around,"  he  says. 

Indeed,  the  company's  recent  success 
may  weaken  Gartner's  chances.  Gartner 
Group  has  1,050  clients,  up  from  517  in 
1986.  In  fiscal  1989,  revenues  jumped 
more  than  50%  over  1988,  and  sources 
close  to  the  company  say  that  net  in- 
come quadrupled,  to  $15  million. 
Gartner,  who  has  remained  in  charge 
since  the  Saatchi  acquisition,  is  not  say- 
ing what  his  offer  is,  but  sources  say  it's 
less  than  $90  million  and  far  below  the 
$100  million  the  sale  is  likely  to  bring. 
DATA  STREAM.  The  research  company 
has  prospered  by  charging  customers  at 
least  $18,500  annually  for  a  stream  of 
reports  and  conferences  giving  critical 
information  about  computer  products 
and  high-tech  markets.  For  most  cus- 


tomers, the  price  is  right.  Armed  with 
information  from  Gartner  analysts, 
Southern  New  England  Telephone  Go. 
was  able  to  force  a  hardware  supplier  to 
drop  its  prices.  "They  cut  through  the 
market  hype,"  says  Roger  E.  Turgeon. 


were  woefully  inept  at  high  tech,  hee- 
calls.  But  in  that  pin-striped  atmosph'e, 
"it  didn't  take  long  for  me  to  get  f 
trated,"  he  says.  Then,  in  1979,  Neil 
Brownstein,  a  venture  capitalist  at  Irs- 
semer  Venture  Partners,  offered  kn 
$675,000  to  take  on  established  marst 
researchers  IDC,  and  Dataquest  Ii,  i 
now  a  D&B  subsidiary.  Gartner's  marlt-  \i 
ing  knack  and  his  contacts  in  the  c(*-  i 
puter  industry  pushed  him  past  his  c^ 
petitors.  When  Saatchi  scooped  up 
company,  the  price  was  a  hefty  24  tins  f 
earnings. 

At  the  company's  Stamford,  (Coi. 
headquarters,  Gartner  indulges  his 
pensive  tastes.  Abstract  art  and  halo;.!, 
lamps  df-coratf'  his  office,  and  his  des" 


cm-k 


SNET  district  staff  manager  for  technol- 
ogy, and  the  company  saved  $5  million. 

Gideon  Gartner  began  deciphering  the 
computer  industry  in  its  infancy.  He 
used  computers  as  an  engineering  stu- 
dent at  Massachusetts  Institute  of  Tech- 
nology in  1956.  After  earning  a  master's 
degree  in  management  at  MIT's  Sloan 
School  of  Management,  he  worked  on 
weapons  systems  at  de- 
fense contractor  Sys- 
tem Development  Corp. 
Then,  in  the  late  1960s, 
he  went  to  IBM,  doing 
competitive  analysis,  be- 
fore switching  to  Wall 
Street. 

At  Oppenheimer  & 
Co.  in  the  1970s, 
Gartner  quickly  became 
a  top  analyst — mainly 
because  his  colleagues 
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GARTNER'S 
RISING  REVENUES 


'85  '86  87 
▲  MILLIONS  OF  DOLURS 

DMA:  GARTNEI!  GROUP  INC. 


covered  in  black  leather.  At  hoii, 
Gartner  works  on  piano  and  french  hTi 
technique.  And  his  passion  for  op^a 
leads  him  to  festivals  in  Europe  and  le 
U.  S.  Says  Gartner:  "It's  tougher  to  t  d 
quality  productions."  The  transatlauc 
travel  comes  in  handy  now  that  25%  )f 
Gartner  Group's  revenues  come  from  s 
eight  overseas  offices. 

But  amid  all  this  se- 
cess,  rivals  are  snipi?. 
Meta  Group,  a  compi- 
tor  started  by  forrir 
Gartner  employes, 
says  its  surveys  shw 
that  20'f  of  Gartnf's 
customers  are  unhapy. 
Meta  co-founder  Die 
Kutnick,  says  tri.t 
Gartner  has  failed  X) 
add  enough  analystso 
keep  up  with  its  grtv- 
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Lux  One-Fam,  138  Cu  Ft,  W/W Carpet, 
Magnif  Liv  Spce,  4-Drs,  Hi  Ceil,  Easy 
Commute  City/Shppg/ Wilderness.  New. 


It's  good  to  find  something  that  rewards 
your  investment  as  handsomely  as  the  new 
Montero. 

Consider  it  just  as  a  4x4:  automatic-locking 
hubs,  4-wheel  drive,  and  a  3,0-liter,  143  hp,  V-6 
powerplant  are  all  standard.  They  let  Montero 
take  you  out  where  the  Grt  Vus  are. 

In  comfort.  "Off-road,  the  Montero  handled 
the  rough  with  grace,"  reported  Motor  Trend, 
"courtesy  of  its  independent  suspension  with 
unequal-length  A-arms,  torsion  bars,  and  anti- 
roll  bar  in  front  and  solid  axle  with  coil  springs 
in  back." 

But  there's  no  sense  in  achieving  such 
comfort  and  control  off-road,  only  to  feel  sorely 
out  of  place  on  the  highway  So  the  Montero's 
sophisticated  suspension  system  is  designed 


to  be  smooth-riding  on  the  paved  roads. 

Add  the  fact  that  the  4-door  Montero  provides 
nearly  a  third  more  interior  cargo  space  than 
Jeep  Cherokee  or  Isuzu  Trooper  II,  and  you'll 
see  why  Motor  Trend  ultimately  chose  it  Top 
Buy  in  the  Sport/Utility  Class  for  1989. 
All  this,  and  so  Vry  Rsnably  Prod  at  only  $1 7,099,* 
Call  1-800-447-4700  for  your  nearest 
Mitsubishi  Motors  dealer 

•Mtr  ssugg  retail  price  Actual  price  set  by  dits  Tax.lic.lreight.dll  options  and  charges  extra 
(Montero  shown  with  optional  alloy  wheels^M  S  R  P  $464  ) 


MITSUBISHI 

MONTERO 

SUDDENLY  THE  OBVIOUS  CHOICE" 


MITSUBISHI 
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ing  client  list.  "Saatchi  put  some  profit 
screws  on  us."  Gideon  Gartner  concedes, 
but  he  adds  that  his  surveys  show  95^f 
customer  satisfaction.  New  services, 
such  as  a  telephone  hot  line,  give  clients 
immediate  information.  But  customei-s 
no  longer  have  one-on-one  sessions  witli 
analysts,  common  when  Gartner  was 
smaller.  Instead,  there  are  teleconfer- 
ences \\ith  hundi-eds  of  people. 
BEHIND  THE  TIMES?  A  bigger  danger  is 
that  Gaitner  Group  may  be  out  of  step 
with  its  customei*s.  Although  it  does 
some  software  research,  the  company 
has  specialized  in  ad\"ising  customers  on 
hardware.  But  now.  even  by  Gaitner's 
estimates,  software  expenditures  ac- 
count for  more  than  half  of  coi-porate 
computer  budgets  and  are  rising  20^"' 
annually.  Software  customers  "want  to 
talk  about  sol\"ing  problems."  says  Al- 
bert D.  Beedie  Jr..  chairman  of  Chicago- 
based  TSC.  a  consulting  firm.  That  has 
sent  many  customers  to  consultants 
such  as  Arthur  D.  Little  Inc.  and 
systems  integratoi-s  such  as  Andersen 
Consulting. 

WTiile  Gartner  Group  does  some  con- 
sulting, the  company  founder  says  that 
most  clients  are  satisfied  with  case  stud- 
ies describing  how  other  companies  have 
implemented  new  technologies.  His  com- 
pany's only  problem.  Gartner  says,  is 
getting  that  information  to  customers 
quickly  and  often.  "We  need  to  reengi- 
neer  the  company."  he  concedes.  His 
plan:  Create  an  on-line  system  that  lets 
analysts  trade  infomiation  to  customei"s 
like  stock — and  charge  them  for  each 
ti-ansaction.  He  also  would  like  to  put 
together  a  dossier  on  each  client  so  that 
Gaitner  analysts  can  create  highly  cus- 
tomized reports  for  their  customei-s. 

His  low-ball  bid  niight  seem  to  make 
such  long-term  plamiing  moot,  but  Gide 
on  Gaitner  has  an  edge  over  other  suit- 
ors: He  has  let  it  be  known  that  if  he 
loses  his  bid.  he  and  key  associates  may 
abandon  the  company.  Laments  one  pro- 
spective buyer:  "lOO"^  of  our  assets 
would  walk  out  the  door."  Nevertheless, 
his  company  is  still  bidding.  The  defec- 
tions may  have  already  begun.  Other 
market  researchers  say  they  have  seen 
an  increase  in  the  number  of  resumes 
from  Gartner  employees. 

Even  if  he  loses  his  fight,  Gartner 
could  still  use  his  ideas  elsewhere  when 
his  noncompete  clause  expires  in  March. 
1991.  Then  again,  he  may  change  course 
and  devote  his  time  to  music  or  to  im- 
proWrig  the  U.  S.  educational  system,  an 
issue  of  gT0w.;ig  concern  to  him.  But  all 
that's  on  the  back  burner.  What  makes 
Gideon  Gartner  run  these  days  is  the 
chance  that  he  may  snatch  back  his 
brainchild  from  Saatchi's  grasp. 

By  Todd  Vogel  in  Stamford.  Co'???. 
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WILL  CONGRESS  SET 
THE  'BELL  SEVEN'  FREE? 


Thwaited  in  couii  from  expanding,  the  Baby  Bells  head  for  the  Hi 


When  Representative  Thomas  J. 
Tauke  (R-Iowa)  picked  up  his 
local  paper,  the  Quad-City 
Ti}7ies.  last  Apr.  9.  he  neai*ly  choked  on 
his  limch.  On  the  front  page,  m  big.  bold 
tj'pe.  the  paper  reported  that  the  sLx- 
term  congi-essman  had  accepted  S64.CKX) 
in  political  contributions  from  the  phone 
industrj-  while  co-sponsoi-ing  legislation 
to  let  the  seven  regional  Bell  operating 
companies  jump  into  lucrative  new  busi- 
nesses. \VhsLi  the  stor>-  didn't  say  was 
that  the  Quad-City  Ti?nes  is  part  of  a 
infoiTual  coalition  of  media  and  other 
communications  companies  seeking  to 
Idll  the  bill.  Tauke  won't  comment  on  the 
storj".  Ti77ies  Publisher  Stephen  Burgess 
says  he  did  not  order  up  the  stoiw  and 
calls  it  a  sohd  piece  of  journalism. 

The  flap  is  just  one  skirmish  in  an 
escalating  bareknuckles  battle  over  leg- 


Lobb>ists  ai'e  tning  to  sell  the 
idea  that  mileashing  the  Bells 
would  protect  the  U.S.  lead  in 
communications  technolo?\' 


islation  to  reshape  the  S300  billion  con 
munications  mdusuy.  Ever  since  th 
couit-ordered  1984  breakup  of  America 
Telephone  &  Telegraph  Co.,  the  Bab 
Bells  have  been  trying  to  free  then' 
selves  from  shackles  imposed  by  U. 
District  Judge  Harold  H.  Greene.  The 
say  that  Greene  frustrates  their  effort 
to  enter  new  businesses:  informatio: 
services,  long-distance  communications 
and  equipment  manufacturing  (table 
page  113). 
END  RUN.  Now.  the  regional  operatin: 
companies  feel  they  have  the  bes 
chance  yet  for  their  "Free  the  Bell  Se\ 
en"  movement  to  succeed.  The  Tauk 
bill  would  enable  the  Bells  to  circumven 
Judge  Greene  by  easing  restrictions  oi 
their  participation  in  information  sei 
vices  and  communications-equipmen 
making.  But  it  denies  their  dream 
entering  the  long-distance  market  Evei 
if  the  Tauke  bill  gets  sidelined,  a  simila 
bill  enjoying  broad  bipartisan  support  i' 
slated  for  introduction  in  Januar}". 

So  the  Bells  have  launched  a  weU-co 
ordinated  national  campaign  to  drum  u] 
support  for  their  new  freedoms.  Tha 
worries  opponents  such  as  newspape 
publishers.  cable-T\'  operators,  long-dis 
tance  companies,  and  the  equipmen 
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THE  REWARDS  OF  SPARTAN^ 


v 


Our  Low  Expense 

Guarantee: 
Your  High  Yield 
Opportunity. 


Only  Spartan 
Guarantees  Low 
Expenses  Into  1992! 

The  Spurtiin  Guarantee  is  designed  to 
give  investors  impressive  current 
yields  by  limiting  expenses  to  no  more 
than  0.45%.  And  not  only  can  our  Low 
Expense  Guarantee  increase  yields, 
other  things  being  equal;  it  s  guaran- 
teed into  1992! 

Choose  it  for  your  IRA 
Rollover  orKeogh. 

Our  High  Current 
Money  Market  Yields 

Spartan  is  managed  to  offer  investors 
the  highest  yields  of  any  Fidelity  money 


market  fund.  ,\nd  because  Spartan 
investors  pay  only  for  the  transactions 
they  make,'  thev  can  control  their 
own  costs. 

Special  Yield  Ofifer 

For  a  limited  time,  your  Spartan  yield 
is  getting  an  extra  boost  while  Fidelity 
temporarily  pays  for  a  portion  of 
Spartan's  expenses!* 

With  Spartan  s  Low  Expense 
Guarantee  into  1992,  and  by  minimiz- 
ing transactions,  and  taking  advantage 
of  todays  Special  Yield  Opportunity, 
investors  can  enjoy  the  unique 
rewards  of  Spartan. 

The  rewards  of  Spartan  require  a 
minimum  initial  investment  of 
$2(),()()().  For  more  complete  informa- 


Current  Yield* 


tion  on  Spartan  Money  Market  Fund, 
including  management  fees  and  trans- 
action expenses,  call  or  write  for  a 
free  prospectus.  Read  it  carefully 
before  vxju  invest  or  send  money. 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-6666 


FMelity^J-^  Investments 


® 


2R  Fidelity  Distributors  Corporation  ((ieiieral  Distribution  Ai;ent),  P.O.  Box  (i6()(i()3,  Dallas,  TX  ^52Wi-()6()3. 

''Annualized  historical  yields  for  the  "-day  period  endin.u  1(1/24/84.  Effective  yield  assumes  reinvested  income.  Yield  will  vary  Beginning  7/1/89,  Fidelity  is 
temporarily  paying  for  a  portion  of  the  Fund's  expenses.  If  the  advisor  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  would 
have  been  8.-i3%  and  8.79%,  respectively  The  expense  linntatioii  ma\  he  terminated  or  re\  ised  at  any  time,  at  which  time  expenses  w  ill  go  up  and  the  vield 
w  ill  go  dow  n.  (Through  5/7/92,  the  Fund's  expenses  w  ill  not  be  more  than  a^'\<.)  'These  transactions  w  ill  reduce  \(iur  \  iekl  depending  on  the  nunil)er  of 
transactions  \ou  make.  CODE:  BW/SPML/120489 
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kers.  Because  the  Baby  Bells  run  the 
al  phone  systems,  information  compa- 
s  fear  that  they  will  have  an  unfair 
re  in  their  electronic  realm.  Newspa- 
•s  fret  that  proposals  such  as  electron- 
yellow  pages  would  cut  classified-ad- 
•tising  revenues.  Although  they  lack 
I  well-oiled  machine  of  the  Baby  Bells, 
ise  adversaries  are  fighting  back, 
obody  is  sitting  on  the  sidelines  on 
3  one,"  says  Janice  Obuchowski,  head 
the  Commerce  Dept.'s  National  Tele- 
nmunications  &  Information  Adminis- 
tion.  "The  stakes  are  too  big." 
it  this  point,  the  operating  companies 
ise  that  the  tide  may  be  shifting  in 
dr  favor.  Lawmakers  had  been  leery 
transferring  control  from  Greene  to 
'  Federal  Communications  Commis- 
n  while  deregulation  zealots  appoint- 
by  Ronald  Reagan  ran  the  agency, 
th  President  George  Bush's  appoint- 
nt  of  Alfred  C.  Sikes  as  FCC  chairman, 
vever,  the  climate  has  changed.  Even 


WHAT  THE  BABY  BELLS  WAHT 


Applications  now  before  Judge  Greene 

equest 

Company 

Date 

submitted 

0  provide  cellular  phone 
ervice  in  and  between 
ew  Orleans  and  Baton 
ouge 

BellSouth 

10/8/89 

0  send  updates  and 
Dodifications  of  soft- 
vore  to  computer  own- 
rs  over  telephone  lines 

US  West 

6/30/89 

0  provide  a  toll-free 
00  number  for  paging 
ustomers  long-distance 

Ameritech 

1/6/89 

DATA:  JUSTICE  DEPT 

ANTITRUST  DIV. 

lugh  Sikes  is  a  deregulation  fan,  he's 
noderate  who  gets  along  with  Demo- 
,tic  lawmakers. 

Achat's  more,  the  regional  phone  com- 
lies  are  capitalizing  on  issues  that 
g  bells  on  Capitol  Hill:  trade  and  tech- 
ogy.  The  Bells'  lobbyists  contend  that 
;he  companies  are  unleashed,  their  ex- 
"ts  could  help  cut  the  trade  deficit  and 
iir  research  could  hone  the  U.  S.  edge 
:ommunications  technology.  They  also 
^e  that  the  fields  they  want  to  enter 
!  far  more  competitive  than  they  were 
1984.  That,  they  say,  should  allay 
irs  that  the  Bells  would  use  their  fi- 
ncial  clout  to  quash  competition, 
med  with  position  papers,  videos,  and 
blic-opinion  surveys,  lobbyists  are 
•eading  the  word  on  the  Hill.  Says  H. 
ird  Walker,  vice-president  for  federal 
ations  at  us  West:  "We're  definitely 
•ning  up  the  flame." 
Por  kindling,  the  phone  industry  has 
itributed  millions  of  dollars  to  the 


campaigns  of  members  of  congressional 
committees  that  oversee  telecommunica- 
tions. And  the  Bells  are  bringing  out  the 
big  guns:  All  seven  of  their  chairmen 
gathered  at  a  Washington  hotel  in  April 
for  a  symposium  on  telecommunications 
regulation — the  only  time  they  had  all 
gotten  together  except  for  the  funeral  of 
AT&T  Chairman  James  Olson.  Some  300 
analysts,  reporters,  and  lawmakers  were 
invited  to  see  the  new  goodies  that  the 
phone  companies  want  to  offer,  from 
picturephones  to  systems  that  would 
automatically  alert  residents  in  entire 
neighborhoods  to  emergencies.  Later  on, 
the  show  was  trotted  up  Capitol  Hill. 
TIDY  CAMPAIGN.  The  Bells  are  also  seek- 
ing grass-roots  backing,  urging  citizens 
who  support  their  view  to  write  to  legis- 
lators. Some  tips  from  a  recent  Michigan 
Bell  Telephone  Co.  advisory  for  letter- 
writers:  Personalize  the  correspondence, 
and  "neatness  counts." 

The  efforts  of  the  Bells'  enemies  seem 
to  pale  by  comparison.  Lobbyists  repre- 
senting interests  opposing  the  Bells 
meet  twice  a  month  to  swap  information. 
A  loosely  knit  group  with  divergent  and 
narrow  interests,  they  have  dubbed 
themselves  the  "No-Name  Coalition."  So 
far,  they  have  focused  their  efforts  on 
Capitol  Hill,  where  they  have  personally 
lobbied  against  bills  such  as  Tauke's. 

The  No  Names  say  they  have  much  to 
fear.  Long-distance  companies  contend 
that,  if  allowed  into  their  market,  the 
Bells  would  favor  their  own  customers 
and  route  other  calls  over  lines  of  inferi- 
or quality.  Information,  media,  and 
equipment-manufacturing  companies  say 
that  the  phone  companies  will  use  guar- 
anteed profits  from  their  local  phone- 
service  monopolies  to  subsidize  the  new 
business.  "It's  not  that  we  are  afraid  of 
competition,  just  unfair  competition," 
says  Claudia  James,  director  of  legal 
and  government  affairs  at  the  American 
Newspaper  Publishers  Assn. 

Consumer  advocates,  who  recall  the 
abuses  prior  to  the  breakup  of  the  Bell 
System,  such  as  AT&T's  attempts  to  sty- 
mie competition  in  long-distance  service, 
are  wary  as  well.  If  the  Bells  were 
freed,  "you  would  have  to  stand  over 
them  like  a  teacher  with  a  ruler,"  says 
David  Wagenhauser,  a  staff  attorney  at 
the  Telecommunications  Research  &  Ac- 
tion Center,  a  consumer  group. 

But  these  protests  may  not  halt  the 
Bells.  When  the  smoke  clears,  it's  likely 
that  Congress  will  let  the  local  phone 
companies  into  manufacturing  and  infor- 
mation services  in  some  fashion,  al- 
though long-distance  will  probably  re- 
main off-limits.  However,  if  the  Bells  get 
one  favorable  law  passed,  they're  sure 
to  come  back  for  more. 

By  Mark  Leuryn  in  Washington 
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To  give  Hennessy  as  a  gift,  visit  your  local 
retailer  or  call  1-800-CHEER-UR  : 
Void  where  prohibited. 


Fly  Iberia  Airlines  to  Spain  and  get  a  weekend,  or  two  weekdays,  free.  Including  two  nights  in  a  lavisti,  five-star  hotel,  with 
meals  and  special  discounts.  Choose  from  Madrid,  Malaga,  Seville  or  Barcelona,  Each  offers  the  best  of  modern 
Europe.  Yet  each  remains  uniquely  Spam.  So  call  your  travel  agent,  or  our  Reser- 
vations Center  at  1-800-SPAIN-IB.  Some  restrictions  may  apply  And  remember 
when  you  fly  Iberia  Airlines  you  get  Frequent  Flyer  Mileage  on  Continental/Eastern's 
One  Pass  or  United  Airlines'  Mileage  Plus.  A  First  or  Business  Class  flight 
aboard  Iberia  Airlines.  For  two  days,  at  least,  you'll  spare  yourself  every  expense. 


Name 


Address 


Cily 


State 


I'd  like  :.j  kr  o'.v  more  about  two  free  nights  in  Spam  wtien  I  fly  First  or  Business  Class  Mail  to  Iberia  Airlines  6500  Wilsfiire  Blvd  Los  Angeles,  OA  90048.  attn  fvlrking  Deo' 
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AN  STANFORD  BUILD  LABS 
DR  THE  NEW  MILLENIUM? 


1  having  trouble  raising  cash  for  a  massive  new  research  campus 


> 


IIIA 


n  the  western  side  of  the  Stan- 
ford University  campus,  a  sign 
proclaims  that  a  concrete  foun- 
on  behind  a  graffiti-splattered  ply- 
d  fence  will  become  the  Charles  H. 
lert  Biological  Sciences  Building, 
t  structure,  due  to  be  completed  in 
.,  is  part  of  an  ambitious,  $350  mil- 
effort  to  build  an  innovative  41-acre 
rice  and  technology  campus  that  the 
ersity  hopes  will  be  the  state  of  the 
for  the  21st  century, 
le  project  will  house  11 
iemic  departments  and 
e  independent  laborato- 
in  a  uniquely  designed 
plex  of  buildings.  It  will 
;onstructed  on  a  campus 
now  filled  with  power  sta- 
s,  outdated  accelerator 
lels,  and  30-year-old  lab- 
ories  made  of  plywood 
cinder  block.  Some  struc- 
s  are  to  be  renovated, 
e  others  will  be  razed  to 
e  way  for  new  buildings, 
anford's  plan  addresses  a 
:;al  problem  that  is  dog- 
:  most  major  U.  S.  re- 
ch  universities:  Their  lab- 
ories  are  rapidly  aging, 
lout  new  facilities,  it  is 
ming  increasingly  diffi- 
for  many  schools  to  con- 
3  to  do  leading-edge  re- 
ch.  "You  have  to  have 
ern  facilities  to  do  re- 
ch,  there's  just  no  two 
s  about  it,"  says  Stanford 
;-Provost  Raymond  F. 
;hetti. 

iING      MORTAR.  Cash- 

pped  universities  are  having  trouble 
keeping  up  with  crumbling  bricks 
mortar.  Last  year,  a  survey  by  the 
onal  Science  Foundation  found  that 
ersities  and  colleges  had  identified 
1  billion  worth  of  renovation  or  new 
truction  needed  for  research  facili- 
Because  of  budget  constraints,  the 
iols  planned  to  do  just  $3.1  billion 
:h  of  the  work.  Adding  to  the  prob- 
is  the  fact  that  the  costs  of  laborato- 
acilities,  which  often  must  accommo- 
•  radioactive  materials  and  toxic 


gases,  have  skyrocketed,  typically  run- 
ning $20  million  to  $50  million. 

Nor  has  the  federal  government  been 
much  help.  Over  the  past  two  decades, 
says  Richard  J.  Green,  director  of  the 
nsf's  Research  Facilities  Office,  "there's 
been  no  program  throughout  the  gov- 
ernment to  supi)ort  general  research  fa- 
cilities." Although  the  Academic  Re- 
search Facilities  Modernization  Act  of 
1988  authorized  $900  million  over  five 


leap.  Fund-raising  got  off  to  a  quick 
start  in  1986  with  the  help  of  a  $40  mil- 
lion grant  from  Stanford  graduate  Wil- 
liam R.  Hewlett,  co-founder  of  Hewlett- 
Packard  Co.  But  the  effort  has  lagged. 
So  far,  the  university  has  raised  only  $78 
million.  "At  this  point,"  says  Stanford's 
principal  gifts  director,  William  F.  Dai- 
ley,  "we  would  have  wanted  to  have 
120  million  bucks  committed."  Adding  to 
the  school's  woes  is  an  estimated  $160 
million  in  damage  from  the  Oct.  17 
earthquake. 

NESTING  INSTINCTS.  At  Stanford,  part  of 
the  trouble  is  the  sheer  scope  of  the 
undertaking.  Instead  of  following  the 
lines  of  traditional  academic  buildings, 
Sttinford  based  the  design  of  its  so- 
called  Near  West  science  campus  on  the 
way  scientists  of  different  disciplines  in- 
teract and  cooperate.  For  instance,  stud- 
ies showed  that  there  were  strong  bonds 
between  chemistry,  solid-state  physics. 
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STANFORD'S  KENNEDY:  SO  FAR,  HE  HAS  RAISED  JUST  $78  MILLION  FOR  THE  $350  MILLION  PROJECT 


years  for  repairing  and  renovating  sci- 
ence facilities  at  universities  and  non- 
profit research  organizations,  so  far  only 
$20  million  has  been  appropriated. 
"There  is  reluctance  to  support  the  re- 
building of  the  infrastructure,"  says 
Donald  Kennedy,  Stanford's  president. 
"If  you  take  that  attitude  forever,  you 
are  going  to  find  yourself  with  no  place 
to  put  any  research  programs  at  all." 

So  the  university  that  helped  spawn 
California's  Silicon  Valley  turned  to  its 
alumni  in  order  to  renovate  in  one  great 


materials  science,  and  applied  materials 
research.  So  these  disciplines  will  be 
housed  together  in  the  Advanced  Materi- 
als Research  building. 

The  Near  West  labs  will  be  construct- 
ed for  maximum  flexibility  in  setting  up 
new  research  projects.  Many  will  feature 
movable  walls,  and  areas  between  floors 
will  be  6-foot-high  corridors,  to  permit 
easy  changes  in  utility-  and  computer- 
network  cabling  and  other  gear.  Even 
laboratory  locations  reflect  scientists' 
needs.  Studies  indicated  that  physicists 
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When  it  comes  to  quality  planners,  one  name  has  always  stood  out 
in  a  class  of  its  own:  BusinessWeek.  So,  it's  hard  to  see  how  the 
weU-eamed  reputation  for  distinctive  planners  could  be  improved. 
Until  now. 
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and  engineers  seek  out  isolated  b;e- 
ment  areas  that  afford  greater  envim- 
mental  control.  Biologists  are  more  le- 
ly  to  want  a  lab  with  a  view. 

Stanford  originally  planned  to  finale 
the  project  by  raising  $180  million  » 
the  development's  first  phase — due  yr 
completion  in  1994 — and  then  supe- 
menting  that  sum  with  $20  million  frm 
university  reserves  and  another  $50  i^.- 
lion  in  loans.  The  $100  million  sectd 
phase  would  be  completed  a  decade  it- 
er. But  with  fund-raising  falling  shrt, 
Stanford  officials  recently  decided  Ix) 
hold  costs  down  by  cutting  first-phje 
borrowing  to  $30  million. 

That  will  slow  development.  With  oly 
one  general-purpose  science  facility  oca- 
plete  and  the  biological  sciences  buildg 
the  only  other  one  under  constructin, 
phase  one  could  be  delayed  up  to  fiir 
years.  And  some  plans  will  undoubted 
be  pushed  into  phase  two.  The  problm 


A  campus  complex  that  wi] 
accommocdate  radioactive 
materials  md  toxic  gases  cai 
cost  $20  million  to  $50  millia 


is  getting  well-heeled  alumni  or  founa- 
tions  to  shell  out  for  buildings.  The  E 
Foundation,  for  example,  declined  » 
contribute  to  the  project,  supportinja 
scholarship  and  grants  program  instei 
SELLING  SCIENCE.  To  avoid  further  st- 
backs,  the  Stanford  money-raising  n- 
chine  has  shifted  into  high  gear.  Ora 
recent  trip  to  open  a  branch  campusn 
Japan,  Kennedy  also  contacted  potentll 
Japanese  donors.  In  the  U.  S.,  scorestf 
volunteers  work  with  the  universit] 
250-person  paid  fund-raising  staff, 
the  team  has  changed  its  strate^ 
Fund-raisers  initially  ignored  the  nig 
campus'  research  payoffs  and  tou' 
such  things  as  the  fact  that  the  bu 
ings  matched  the  red  tile  and  tan  mas'>- 
ry  of  many  Stanford  structures. 
had  been  selling  architecture  and  not 
ence,"  says  Dailey. 

Still,  Stanford's  fund-raisers  are  coii- 
dent  that  they  will  eventually  reach  thir 
goal.  As  Kennedy  points  out,  few  otlpr 
universities  are  blessed  with  a  $40  n 
lion  headstart.  While  Silicon  Valley  i: 
neer  Hewlett  himself  admits  his  pocb 
are  deep,  they're  not  bottomless: 
wouldn't  want  to  have  to  do  this  ; 
every  place  that  needs  the  money 
if  American  universities  are  to  rem 
premier  research  centers,  a  lot  m( 
schools  will  need  that  kind  of  generosi 
Bi/  Robert  Buderi  in  San  Franc: 
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"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality" 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP 1215)  performance" 

-Buyer's  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—A  mer ican  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


The  book  that  blows  the  lid  off 
the  SSI  industry  and  lays  bare 
'^the  biggest  bank  heist  in  history' 


Behind  the  grim  headlines  reporting  the 
collapse  of  S&Ls  across  the  coun- 
try, . .  beneath  the  tedious 
arguments  about  "bail-outs" 
..  .betweenthe  lines  of  Presi- 
dent Bush's  multi-billion  dol-  t 
lar  proposal. . .  lies  one  of  the 
most  shocking  and  absorbing 
tales  of  human  greed  and  cor- 
ruption ever  recorded.  And 
/ns/cfe  Jo6  brings  together— for 
the  first  time  ever— the  entire, 
unexpurgated  story.  Discover: 

r^^^Ml  Why  deregulation 
^i^oithc  "thrifts" 
ended  upasamulti- 
billion-dollar  bust,  inside 

Job  traces  the  seven  years  of  looting 
that  started  after  deregulation  — loot- 
ing that  went  unheeded  by  politicians  in 
Washington  who  received  fat  campaign 
donations  from  the  culprits  back  in  their 
home  districts. 

I  How  the  Matia, 
corrupt  officials, 
appraisers,  auditors— even 
drug  dealers -walked  away 
with  America's  hard-earned 

savings,  inside  Job  introduces  you 
to  a  financial  hit-and-run  fraternity  (see 
"Rogues'  Gallery")  that  capitalized  on 
regulatory  weaknesses  and  thoroughly 
fleeced  the  industry  Yet  few  of  these  men 
have  been  forced  to  repay  what  they  stole 
or  spend  even  a  day  in  jail! 

irs=^3^^hich  prominent 
political  figures 
turned  their  backs  on 
regulators,  trying  to  clean 
aip  the  industry,  inside  Job 

names  names  and,  hold  onto  your  hats, 
the  long  list  includes:  Former  Speaker  of 
the  House  Jim  Wright,  Senators  Cran- 
ston, DeConcini,  and  Glenn,  Former  White 
House  Chief  of  Staff  Donald  Regan,  and 
many  more. 


A  ROGLES' GALLERY 

Here's  the  lineup  of  some  of  the  con  artists: 


UPl  /  Bellmann  hewsphotos 


MIKE  RAPP  (A.K.A.  Michael 
Hellerman)  was  booted  out  of 
New  York's  securities  busi- 
ness, brokered  for  the  mob, 
then  turned  and  sent  90  racke- 
teers and  mobsters  to  lail.  By 
the  mid-80's.  he  himself  had 
conned  millions  from  thrifts 
across  the  country,  using  his 
new  federally-provided  identity. 


HERMAN  BEEBE  was  linked  to 
almost  every  dying  S&L  in  Lou- 
isiana and  Texas  and  was  a 
buddy  of  the  most  powerful 
politicians  in  those  states  He 
was  charged  with  $30  million 
in  fraud  involving  16  thrifts. 


Lee  Shively  /  Tfie  Shtevepot  t  T 

MARIO  RENDA:  The  S&L's 
own  "Typhoid  Mary,"  this 
former  dance-teacher-turned- 
deposit-broker,  passed  $6  bil- 
lon  through  160  banks  and 
thrifts,  104  of  which  have  since 
collapsed. 


_      What  you're 
being  asked  to  pay  for 
other  people's  greed 
—and  why  the  fiasco 
might  happen 

again.  No  matter  how 
good  one's  accountant,  it's 
going  to  cost  every  American 
taxpayer  at  least  $2,000  to 
balance  the  checkbook,  and 
Congress  is  considering 
right  now  radical  bank 
deregulation  that  can 
cause  an  even  larger 
catastrophe.  How  can 
we  stop  the  madness? 
Get  Inside  Job  for  the 
answers   and  the 
inside  story  today 


OlTSTANDINr. 
PRAISE  FOR 
INSIDE  |0B: 

"The  All  The 
President's  Men  of 
the  savings  and  loan  crisis. 
The  authors  parachute  the  reader  into 
the  Washington  backrooms  and  the 
corporate  boardrooms  where  this  dra- 
matic plot  unfolds.  Inside  Job  has  set  a 
new  benchmark  for  financial  reporting." 
—Jack  Anderson,  Syndicated  Columnist 
and  Pulitzer  Prize-winner 

"The  disturbing  tale  of  the  biggest  bank 
heist  in  history— one  that  goes  beyond 
the  vaults  of  financial  institutions  and 
picks  the  pocket  of  every  American." 

—  *  Congressman  Jim  Leach, 
House  Committee  on  Banking, 
Finance,  and  Urban  Affairs 

"Richly  textured  and  suspenseful, 
studded  with  enough  murder,  arson, 
bribery  and  sex  that  you  won't  want  to 
wait  for  the  movie. "    —  Business  Week 

Available  at  your  bookstore,  or  by  calling 
with  credit  card  orders: 
1-800-2-IVICGRAW 
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Business  Week 
and  the 

Brooklyn  Economic  Development  Corporation 
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A  Special  Advertising  Section 
on  January  8, 1990 

For  more  information  call:  Barbara  J.  Daly,  Marketing  Manager  at  212-512-6664 
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THERE  IS  NO  SECOND  PLACE 


PRODUCT  DEVELOPMENT! 


THIS  BRIGHT  IDEA 
COULD  MAKE  GE  A  BILLIOH 


A  tiny  bulb  for  headlights,  a  giant  step  for  auto  styling 


I 


t's  back  to  the  future  for  the  folks  at 
General  Electric  Co.'s  lighting  divi- 
sion. They  are  positively  aglow  over 
their  latest  innovation  in  bulbs,  even 
though  the  tiny  tube  is  based  on  an  idea 
dating  back  to  the  days  of  Thomas  Edi- 
son. But  now  GE  engineers  have  finally 
figured  out  how  to  turn  the  concept  into 
a  practical  headlight — and  car  front  ends 
will  never  be  the  same.  Today's  bug-eye 
look  will  soon  give  way  to  sleeker  styl- 
ing, with  headlights 
only  1  inch  high. 

That's  coming  down 
the  pike.  But  the  first 
versions,  due  to  appear 
on  some  1993  or  '94 
models  from  Ford  Mo- 
tor Co.,  will  be  a  trifle 
bigger — closer  to  2 
inches  high.  Still,  that's 
half  the  size  of  current 
headlights  and  "will 
give  Ford  designers  an 
ability  to  achieve  styl- 
ing themes  not  attain- 
able today,"  says 
Charles  H.  Newman,  a 
business  development 
manager  at  Ford. 

Racier  hoods  may  be 
the  most  obvious  result, 
but  the  benefits  of  this 
revolutionary  headlight 
won't  end  there.  Motor- 
ists will  also  get  better 
night  visibility,  head- 
lights that  almost  never 
burn  out — even  better 
mileage,  thanks  to  im- 
proved aerodynamics.  All  this  from  a 
thin  tube  that's  half  as  thick  and  shorter 
than  your  pinkie. 

FADE  TO  BLACK.  GE  figures  that  the  ad- 
vantages of  its  new-age  bulb  will  add  up 
to  a  billion-dollar  business  by  the  late 
1990s.  The  company  plans  to  branch  out 
from  bulbmaking  into  the  production  of 
complete  headlights.  The  total  system, 
replete  with  reflectors  and  lens,  is  not 
only  smaller  than  today's  headlight 
package,  boast  GE  officials,  but  it  also 
weighs  two-thirds  less.  A  decade  from 
now,  GE  predicts,  the  present  crop  of 
halogen  sealed-beam  headlights  will  be 
receding  into  the  shadows. 


Other  headlamp  makers  see  the  same 
future,  and  they  are  working  on  their 
own  versions  of  this  technology,  knowm 
as  high-intensity  discharge  (HID)  lighting. 
Philips  Lighting  Co.,  the  world's  No.  1 
bulbmaker,  is  collaborating  with  General 
Motors  Corp.  GTE  Corp.  also  is  develop- 
ing a  HID  headlamp.  Both  are  shooting 
for  applications  by  the  early  1990s,  but 
GE  and  joint-developer  Ford  expect  to 
steal  the  lamplight  for  at  least  a  year. 


A  BETTER  HEADIIGHT 

SIZE  Since  it  will  be  only  2  inches 
across,  front  ends  can  slope  more  for 
better  aerodynamics  and  sleeker  styling 
NIGHT  DRIVING  Light  is  whiter  than 
current  sealed  beams  so  contrast  and 

visibility  will  be  improved  

SERVICE  LIEE  The  headlights  will  al- 

most  never  need  to  be  replaced  

MANUFACTURING  Less  complicated 
because  bulb  is  self-contained  and  most 
components  can  be  made  of  plastic 

DATA:  G€NERAL  OiOfUC  CO 


Since  Edison  invented  the  light  hu 
incandescent  lamps — including  halogj 
headlights — have  produced  light  by  he; 
ing  a  thin  wire,  or  filament,  with 
electrical  current  until  it  glows.  Trou 
is,  the  current  and  heat  gradually  eroj 
the  wire.  HID  does  away  with  filame: 
and  operates  like  fluorescent  lights 

An  electric  arc,  or  intense  spark,  flo 
into  the  tube,  heating  a  coating  of  me 
halide  salts.  These  halides  are  conver 
to  a  gas  that  glows  intensely.  Becai 
this  is  more  efficient  and  produces 
less  waste  heat,  plastics  can  be  used 
the  lens,  reflector,  and  housing. 

Discharge-lighting  technology  has 
solid  history  of  service  in  illuminati 
streets.  But  HID  streetlainps  take 
least  three  minutes  to  warm  up  and 
going.  Enter  GE  researcher  John  M.  D; 
enport.  He  added  xenon,  the  same  g| 
that  puts  the  flash  in  photo  flashes 
Pump  an  electric  arc  into  the  xen 
and  it  lights  up  aim 
instantly.  Then  the 
gets  electronica 
turned  down  as  t 
more  efficient — thoui 
slower-lighting — halidi 
take  over.  For  his  wo 
Davenport  this  ye; 
landed  GE's  prestigio 
Steinmetz  Award. 

Headlights  are  ju 
the  beginning,  sa 
Davenport.  "We  expe 
one  day  this  technoloj 
will  reach  the  hon 
market,"  he  says.  Riv 
lighting  compani' 
share  his  excitement, 
think  this  is  the  lightii 
system  of  the  future 
says  Robert  L.  Vile, 
product  manager 
Philips  Lighting. 

But  there  are  still  o 
stacles  to  clear  befo 
(  HID  is  standard  equi 

/  ment  on  cars.  GE  es 

I  mates  its  system  cou 

■  I  initially  cost  close 

$200,  or  more  than  double  convention 
assemblies.  "You  are  not  likely  to  S( 
[hid]  lamps  on  bottom-of-the-line  ca 
for  quite  a  while,"  says  a  source  at  tl 
Society  of  Automotive  Engineers. 

Another  problem  dogged  the  ne 
headlamps:  "The  arc  discharge  generat( 
radio-frequency  noise  that  can  interfe 
with  broadcast  signals.  They  also  err 
potentially  harmful  levels  of  ultraviol 
light.  GE  claims  to  have  smoothed  o 
these  snags  and  will  begin  to  set  i 
production  facilities  within  six  month 
As  for  those  tiny,  1-inch  headlight 
you'll  have  to  wait  until  the  late  1990; 

By  Maria  Mallory  in  Clevelai 
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SCIENCE  &  TECHNOU 


The 


.he  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
hotel  room  or  hotel 
payphone  in  the  U.S.,  to 
virtually  any  phone  in 
the  world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  special  recordings,  or 
dial  differently  from 
different  phones.  And 
whether  you  dial  direct 
or  use  an  operator,  you'll 
never  experience  hidden 
charges  with  MCIf 

The  MCI  Card  guar- 
antees you  access  to  the 
unsurpassed  quality 
of  the  MCI  network. 
And  savings  over  AT&T, 
month  after  month. 

Take  the  MCI  Card. 
Or  take  your  chances. 

Let  us  show  you? 
1-800-888-0800. 


The  MCI 

Card. 
Americans 
Business 
Cardr 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MMBUSINESSnWEEK 

mARKirrm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  : 
Ratings  of  all  NYSE 
stocks  show  200  ex 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  ^ 
famous  names 
which  I  believe  could  ' 
"take  a  bath,"  I'll  rush 
you  the  Performance 
Ratings  ($39value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext  9024 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


MARTIN  ZWEIG 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
505  Park  Ave.  NYC 
U.S.A.  (212)  755-9400 
 Fax  (212)  755-7339  


Education/Instruction 


LEARN  TO  SPEAK  FRENCH  BY 
TOTAL  NATURAL  IMMERSION 

with  French  participants  for  7 
intensive  days  in  the  DORDOGNE 

CIEL  B  P1814  Chdieau  LAVALOUZE 

24490  LA  ROCHE  CHALAIS  (France) 
tel  53914428 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 

FROM 
$42S 


rhc 

C^orporate 
Choice* 


America's  top  companies  can't  afford 
to  look  second-rate  Ttiat's  wtiy  they 
ctioose  our  distinctive  corporate  image 
products  Amencan  made  caps,  shirts, 
lackets  and  more  and  now  finely 
crafted  gift  items,  too  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference 


YOUR 
HERE 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

^''"imm^"  POINT  EDEN  WAY 

U^JI;^  ^  HAYWARD,  CA  94545 
'*»^»iR,  FAX  (415)  786-1111 


HOLIDAY  GIFT  BASKETS 

Goufmel  Food/Fruils 
Call  (212)  567  6700 


Nationwide  Delivery 


Corporate  Gifts 


Right  on  Time 


in  S  days  or  less,  we  ll  ship  you  this 
3"  brass  Coin  Clock  personalized  with 
your  message  and  corporate  logo.  To 
order  with  Visa,  Master(^ard,  American 
lixpress  or  Discover,  call 
1-800-274-7567,  9AM-6PM  EST 
Mon.  -  Fri.  Guaranteed  customer 
satisfaction.  For  a  complete  selection  ■         r»  i  i 

of  corporate  gifts,  call  for  our  FREE    I  fi  I  Hgs  Kememberea 

atalog.  We  personalize  with  engraving,    corporate  gifts 

glass  etching,  hot  toil  stamping  and  5340AvionParkDri\/e.HighlandHeight6,OH44143 
mOnOgramming.  No  minimum  order.       *Ctoes  not  mclude  cosi  ol  engovmg  and  cuslom  logo 


Reg.  Retail  $30.00  Sale 


PRLSLRVATION 

PLAN  ON  IT 


Write 

National  Trust 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


IT  PAYS  TO  ADVERTISE 

IN  THE  BUSINESS  WEEK 

MARKET-PLACE 

The  Business  Weel<  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Marl<et-Place  provides 
an  ideal  Showcase'  for  advertisers  who  nave 
products  or  services  that  appeal  to  Business 
Weel<'s  more  than  6.2  million  responsive  readers. 

For  rates  and  information  mail  the  coupon  below, 
or  call  Louisa  Lamperis  (31 2)  337-3090 


MAIL  COUPON  TODAY 


BUSINESSWEEK  MARKET-PLACE 
100  East  Ohio  St.,  Suite  632 
Chicago,  IL6061 1 


Name . 


Company . 
Address  _ 
City  


State . 


Zip- 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mmBUSINESSnWEEK 

mARKETrm 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Inventories  Purchased 


tH  >  ) 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  Integrated  Circuits  •  Semiconductors 
•  Discrete  Components  •  Electromechanical  Equip. 
•  Computer  Parts  &  Peripherals 
•  Sub  Assemblies  to  Finished  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
Call:  (201 )  941  -5000,  or  just  Fax  your  list:  (201 )  939-891 8 

Attention;  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

81 5  Fairview  Avenue,  P.O.  Box  220,  Fairview,  NJ  07022 


'(inn)'  -   '  irmiw 


iusiness  Opportunities 


WN  YOUR  OWN 
PAY 
PHONE 


FROM 
AS  LOW  AS 

CALL  FOR 
FREE  BROCHURE 


-800-777-2481 

erican  Communication  Technology 

1  W  Rosecrans.  Gardena,  CA  90249 


al  Gas  Production  For  Sale.  50% 

ig  interest  stiut-in  wells  Production 
>  Dec  31st  '89  Excellent  potential 
:redits  available  before  years  end 
AMERICAN  RESOURCES  CORP 
33-8834  FAX  606-263-8837 


JEW  1989  Franchise  Annual  Directory 
lescnbes  4,185  Franchisors  Includes 
book  concerning  what  you  should 
before  enlenng  franchise  agreement 
)letely  Updated  20th  yr,  $26  95  plus 
first  class  postage  Money  back 
intee 

INFO  FRANCHISE  NEWS 

728  Center  St  ,  Box  550 
Lewiston.NY,  14092 


Business  Services 

Franchise 

your  business! 

=0'  the  enperi  help  you  need  fo  become 
franchisor,  call  the  franchise  specialist 

mncorp' 


Bd  to  find  someone?  Nationwide 
jtion  service  for  corporate  and 
sonal  matters  will  locate  missing  deb- 
;,  friends,  relatives,  etc  For  a  con 
;ntial  interview  with  a  location 
■cialist  call  KEEP  TABBS  201 
1-8175 


Computers/Office  Equipment 


Walkies  fm 

VACATIONS 

FAMILY 
BUSINESS 
STAFF 

$285.00  ea 

. . .  Low  Cost 

800 
523-0625 


12  oz.  —  2  yr  warranty 

WAREHOUSE  RADIO 

Columbus,  IN  47201 


Steel  Buildings 


WHOLESALE 

Steel  Buildings,  Inc. 
1-800-462-9992 

40  X  60   $7,495- 

50  X  80   $11,500* 

80  X  125   $23,395* 

100  X  200   $39,995* 

Now  you  can  purctiase  your  Ste«l  Building  al 
Wholesale  Prices  and  Save  Ttiousands 
of  DollSfS.  Complete  Building  Includes 
steel  trames,  purlins,  girts,  sheeting  & 
hardware.  (No  Wood  Required).  Engr. 
Approved.  Any  Style,  Size  or  Color.  Labor 
Available.  Call  toll-hee  or  FAX  716-632.2323 
-FOB  II  Con  based  on  LL/WL. 


Management  Consulting 


MANAGEMENT  CRISIS?  CALL  tVIE,  HERB 
THE  MANAGEMENT  DOCTOR,  NOW' 
People  problems  Negotiating  assistance 
Ptoiecl  development  Proposal  preparation 
IVIanagemenl  consulting  and  counseling 
Much  more  Experienced  Fully  qualified 
Distinguished  professor  McGraw  Hill  au 
thor  Outstanding  credentials  References 
MAKE  ME  PROVE  \V  CALL  ME  COLLECT 
NOW  Herb  Hicks,  504.769-6689  SATISFAC- 
TION  GUARANTEED 


Wine  Cellars 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmExA3iscover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Hun-dmiidi' 

40  Bottle  Class  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

liirVault  holds  alxmt  8  Furs  $3495 


$  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Authors 


AUTHORS  WANTED 
BY  N.Y.  PUBLISHER 

Leading  subsidy  book  publisher  seeks 
manuscripts  of  all  types:  fiction,  non- 
fiction,  poetry,  luvenile,  scholarly  and 
religious  works,  etc.  New  authors  wel- 
comed. Send  for  free  booklet  W-55, 
Vantage  Press,  51 6  W  34th  Street,  New 
York.N,Y,  10001  U.S.A. 


Coins 


FREE  TRUL  SUBSCRIPTION 


Own  Bullion  or  Rare  Coins? 

Precious  Metals  <£  Numismatic  Focus  is 

MUST  READING! 

Turn  Y»ur  Ceins  &  Bullion  Inlo  Winntrs! 

Call  For  Free  Trial  Subscription 

1-800-333-3163,  Ext.  123 


Computers/Office  Equipment 


..-ru  ,  o  o  *  .  .  PORTABLE  LAPTOP 
"The  'Great  Deal  Catalog!  COIVIPUTER 


Zenith  recently  closed  out  their 
remaining  inventory  of  this  fantastic 
laptop.  Now  you  can  pick  up  one  at 
BELOW  DEALER  COST! 

•  80386  32-bit  processor,  12/6  UHz 
(switchable) 

•  40  MB  {28ms)  hard  drive 

•  One  3  5"  1  4  I^B  floppy  disk  drive 

•  2  MB  RAM  •  100%  IBM  compatible 

•  "Page  Wtiite"  tlourescent  backlit  LCD 
display,  10  5"  viewing  area 

•  MS  DOS  3  21  included 

•  Supports  MS  OS/2  version  1  0,  Xeni. 
also  Microsoft  Windows/386  environments 

•  Zero  wait  state    •  Socket  for  80387  numeric  co-processor 

•  Internal  Hayes  2400  baud  modem 

•  Serial  and  parallel  printer  ports  Factory  New  &  Perlecl! 

•  Resolution  640  x  400  pixels 

•  79-key  full  function  detacfiable  keyboard 


40  MB 


■  Real  time  clock  and  calendar 

■  AC  adapter 

■  "Fast "  ctiarge  NiCad  battery  pack 
included 

•Dim    13  25"Wx  14  75"Dx  4  75"H 

•  Weight  14  7  lbs 

•  One  Year  Warranty!  Insured  Ship/Hand  $14  ! 


Mfg.  Sugg  Retail:  $8,499.00 

■'p*rTeT'^2999 

Item  No  B- 1533- 128686 


■■■■^■^  RUSH  DELIVERIES  ONLY 
i^p^ie//'  I  $6.95  plus  normal  S/H  Ask 


an  operalor  to  "SHIP  IT  FED 
EX  ^  Delivery  Service'" 


ZENITH  Laptop  Computer  (s)  @  $2999 
each.plus  S19  00  s/h  eacti  Item  No 
B  1533  128666  MN  res.  add  6%  sales  tax. 


FOR  FASTEST  SERVICE  CALL  TOLL  FREE  Name  - 


1-800-729-9000 


Damark  Int'l,  Inc 


City,Slate,Zip  

□  Check/MO  □  VISA  □  Master  Card 

D  Discover 
Card  No   

Exp  Date. 


.  Ph  #  ( 


6707  Stiingle  Creek  Parkway   t^mneapolis,  MN  55430  Customer  Sen/ice  •  612.566.4940 


BLENDED 

SCOTS  WHISKY 

lOOV.  ScolcK  Whiskies 


The  uncommonly  smootl 
Scots  Whisky 


LIVE  A  CUTTY  ABOVE 


To  send  a  gift  ol  Cully  Sark  anywhere  in  Ihe  USA,  where  legal, 
dial  1-800-238-4373 


svelopments  to  Watc 


D  BY  EMILY  T.  SMITH 


IG  FAT  FISH 

IT'S  GOOD  FOR  YOUR  HEART 


In  this  health-conscious 
era  when  "light"  food 
usually  means  less  fat, 
here's  one  product  with 
more — but  with  all  the 
health  appeal  of  bran.  Nor- 
wegian scientists  and  the 
Marketing  Council  for  Nor- 
wegian Salmon  are  breed- 
ing a  new  salmon  that  will 
have  as  much  as  70%  more 
oniega-3  fat  than  regular 
salmon.  That  fatty  acid, 
which  is  found  particularly 
fish  that  swim  the  icy 
North  Atlantic,  seems  to  re- 
duce the  risk  of  heart  at- 
tacks as  well  as  the  risk  of 
itis  and  other  inflammatory  ailments, 
aervising  the  project  is  Harald  Skjervold,  a  retired  profes- 
if  animal  genetics  and  breeding  from  the  Agricultural 
jrsity  of  Norway  whose  own  worsening  heart  condition 
•ed  his  interest  in  the  food.  The  new  fish  should  be  on  the 
et  by  1992.  If  demand  takes  off  as  expected,  Norway's 
eting  Council  will  devote  its  entire  production,  about  70% 
3  total  farmed  Atlantic  salmon  harvest,  to  this  new  breed. 


i=jit.-  in 


EAP  CHIPS 

rn  ALL  THE  POWER  OF  RISC 


lost  chipmakers  worked  up  over  reduced  instruction  set 
Icomputing  are  scrambling  for  business  at  the  high  end 
s  market,  peddling  microprocessors  in  the  $100  range.  But 
)chip  Technology  Inc.  likes  the  other  end.  "That's  where 
eal  volume  will  be,"  says  Vice-President  George  P.  Rigg, 
where  most  consumers  will  see  the  real  benefits  of  RISC." 

on  Nov.  23,  the  former  division  of  General  Instrument 
.  will  unveil  two  RISC-based  microcontrollers  costing  as 

as  $2.40.  They  can  be  tailored  to  serve  as  the  brains 
3  products  ranging  from  keyless  car  locks  to  music  syn- 
zers  and  cordless  telephones.  In  such  computer  peripher- 
s  keyboards  and  disk  drives,  substantial  speedups  can  be 
ved,  adds  Rigg.  That's  because  the  Chandler  (Ariz.)  com- 
's  chips  can  churn  through  5  million  instructions  per 
id  (MIPS) — four  times  the  speed  of  rival  microcontrollers, 
re  selling  MIPS  per  dollar,  not  dollars  per  MIPS,"  he  boasts. 


IS  BUILDIHG-CLEAHUP  IDEA 
Y  HOT  BE  SO  HOT 


rhen  it  comes  to  sick  buildings,  the  cure  may  be  worse 
than  the  disease.  Employees  in  buildings  with  high 
s  of  organic  air  pollutants  can  suffer  headaches,  nasal 
estion,  and  eye  and  throat  irritation.  One  method  increas- 
'  recommended  to  get  rid  of  the  irritants:  bake  them  out. 
theory,  when  temperatures  in  buildings  are  raised  to 
een  90F  and  120F  and  ventilation  rates  are  increased,  the 
drives  out  volatile  organic  pollutants,  such  as  formalde- 
found  in  carpets,  fiberboard,  and  other  materials  in  of- 
.  But  according  to  preliminary  research  by  Georgia  Insti- 


tute of  Technology  scientist  Charlene  Bayer,  "bake-out"  may 
be  ineffective — or  even  increase  pollutants. 

Bayer  conducted  tests  on  two  products  commonly  used  in 
new  buildings:  particleboard  and  modular  office  partitions. 
After  baking  them  in  her  laboratory  for  three  to  five  days  at 
the  90-plus  temperatures,  she  found  they  released  the  same 
amount  of  volatile  organics  as  they  did  before  the  experiment. 
The  experiment  also  showed  that  carpeting,  wall  coverings, 
and  other  materials  absorb  the  pollutants  being  baked  out — 
and  later,  they  release  those  chemicals  into  the  air. 


BUILD  A  BETTER  SIREH,  AHD 

THE  WORLD  GETS  OUT  OF  YOUR  WAY 


Listen  carefully  in 
New  York  City's 


Times  Square  and  you 
may  hear  a  strange 
drone  emanating  from 
the  traffic  island  at 
46th  Street.  It's  an 
electronic  "sound 
sculpture"  by  Max 
Neuhaus,  a  49-year-old 
Texan  whose  many 
public  and  museum  in- 
stallations are  de- 
signed to  create  sounds 
that  give  a  place  its  own  "signature."  Now,  Neuhaus  has 
turned  his  sonic  talents  to  a  practical  product:  a  safer,  more 
effective  siren  for  emergency  vehicles. 

Traditional  sirens  can  baffle  drivers  and  cause  accidents — 
especially  amid  the  echoes  of  urban  streets.  Drivers  may  have 
trouble  figuring  out  where  an  emergency  vehicle  is  or  which 
way  it's  headed,  and  they  may  freeze  or  turn  into  its  path. 
Indeed,  siren-equipped  vehicles  often  smash  into  each  other, 
because  their  drivers  are  confused  by  overlapping  sirens. 

Neuhaus'  device,  based  on  patented  computer  circuitry,  cre- 
ates vibrant,  bell-like  tone  bursts  that  he  says  are  easier  to 
locate  and  interpret.  The  siren  is  designed  to  sound  more 
urgent  as  the  emergency  vehicle  gains  speed,  but  it  is  also 
supposed  to  cause  less  stress  to  local  inhabitants.  The  New 
York  City  Police  Dept.  is  considering  the  new  siren.  And 
Neuhaus  has  formed  Siren  Sounds  Inc.  in  Englewood  Cliffs, 
N.  J.,  to  market  it. 


HOW  YOUR  PC 

CAH  PULL  IH  THE  PLAYOFFS 


Watching  the  ball  game,  the  weather  report,  or  stock 
quotes  on  your  personal  computer  might  not  be  as 
difficult  as  it  sounds.  VideoLogic  Inc.,  a  British  company  with 
U.  S.  offices  in  Cambridge,  Mass.,  sells  a  $2,500  add-in 
card  for  personal  computers  that  accepts  direct  connections 
from  a  television  or  vCR.  The  card,  called  the  DVA-4000,  uses 
compression  techniques  to  display  full-screen  TV  images  in 
"windows"  on  color  computer  screens,  says  Vice-President 
Kirke  S.  Curtis. 

Developed  at  the  company's  headquarters  in  Kings  Langley, 
the  card  can  achieve  resolution  twice  as  good  as  the  image  on 
standard  U.  S.  television  screens.  That's  because  the  incoming 
TV  signal  is  converted  from  analog  to  digital  form  using  so- 
phisticated image-processing  techniques  before  being  "paint- 
ed" in  the  window.  Brokerage  houses  are  the  primary  market 
for  VideoLogic's  new  add-in,  which  will  eliminate  the  need  for 
the  banks  of  TVs  displaying  news  and  stock  quotes. 
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Entrepreneurs 


A  WELL-GROUNDED  PLAN 
CAN  LAUNCH  YOUR  BUSINESS 


■  TOM 


ffSHOfIT 

::i5rai 


You  know  that  your 
business  is  destined 
for  greatness.  But  to 
get  there  you  need  outside  fi- 
nancing. For  fledgling  and  ex- 
panding companies,  that  often 
means  developing  a  written 
plan  summarizing  your  ven- 
ture and  its  prospects.  Al- 
though entrepreneurs  typical- 
ly approach  financiers  with 
more  visions  in  their  heads 
than  on  paper,  it's  often  the 
concrete  plan,  not  you,  that 
makes  that  vital  first  impres- 
sion or  cements  the  deal.  So  it 
can  pay  to  invest  some  time 
and  money  into  putting  your 
best  plan  forward. 

Many  entrepreneurs  devel- 
op a  plan  because  a  lender 
asks  them  to.  But  a  plan  is 
also  a  useful  management 
tool — a  way  to  quantify  your 
objectives  and  expectations. 
Local  small-business  develop- 
ment centers  (800  732-SBDC) 
are  often  a  good  basic  re- 
source. But  at  some  point  in 
the  process,  you'll  want  to  call 
on  other  experts — an  accoun- 
tant, lawyer,  independent 
writer  or  editor,  or  a  consul- 
tant who  specializes  in  busi- 
ness plans.  "The  downside  of 
using  a  consultant  is  that  you 
may  not  internalize  all  aspects 
of  the  plan  and  may  not  iden- 
tify those  areas  that  you  real- 
ly need  to  work  on,"  says 
Gwenn  Maxfield,  president  of 
Cost  System  Design,  a  cost- 
estimating  and  capital-budget- 
ing firm  in  Bellevue,  Wash. 

That  can  spell  trouble  if  a 
prospective  financier  asks  you 
a  complex  question  about 
your  plan  and  you  don't  know 
the  answer.  If  you  say  your 
consultant  knows,  your  "cred- 
ibility is  gone,"  says  George 
Crandell,  a  venture  capitalist 
in  Sacramento. 

Many  accounting  firms  of- 
fer good  sample  business 
plans  and  guidebooks,  but  an- 


other  model  you  can  follow  is 
the  prospectus  of  an  initial 
public  offering,  says  Noel  Ur- 
ben,  president  of  BT  Capital 
Corp.,  a  venture  capital  sub- 
sidiary of  Bankers  Trust  New 
York  Corp.  Urben  suggests 
using  that  format  and  adding 
on  your  financial  projections. 


A  typical  plan  contains 
three  major  sections:  the  in- 
troduction and  executive  sum- 
mary, a  description  of  the 
business  and  its  markets,  and 
the  financial  statements. 
These  should  include  produc- 
tion, personnel,  and  general 
management  data. 


The  most  important  secti 
is  the  executive  summa; 
This  is  what  lenders  and 
vestors  look  at  first  and  wl 
persuades  them  to  read, 

T| 


atop 


skip,  the  rest  of  the  plan 
summary,  two  or  three  pag 
should  detail  what  the  com] 
ny  plans  to  accomplish,  si 
ported  by  summary  financ 
projections.  It's  best  writt 
;ifter  the  plan  is  completed 
ensure  consistency  between 
and  the  overall  documei 
says  Alan  Weingarten,  a  g( 
eral  management  consulta 
in  Ramsey,  N.  J. 
MUST  READING.  The  meat 
tlie  plan  is  the  business  ; 
markets  segment — ofte 
Irnders  say,  one  of  the  wea 
est  parts.  It  includes  a  surv' 
of  the  market  and  indust 
you  will  enter,  your  compe 
tion,  your  products  or  s( 
vices,  and  your  business  ai 
management  goals.  Stre 
your  market  orientation  ral 
er  than  your  product.  "Foci; 
ing  too  heavily  on  the  comp 
ny's  product  or  service 
investors'  experience,  usual 
comes  at  the  expense  of 
cusing  on  the  wishes  aif-'. 
needs  of  potential  custoi  sto 
ers,"  say  authors  Stanl4-'-^f 
Rich  and  David  Gumpert 
their  book  Business  Plait'' 
That  Win  $$$  ($9.95,  Harpf  aon 
&  Row).  Another  mistake 
to  zero  in  on  existing  compe' 
tion  but  ignore  potential  ne 
rivals 

Next,  bankers  and  ventu]|'' 
capitalists  examine  the  ma 
agement  section,  which 
elude  the  resumes  of  the  pri 
cipals.  "With  good  people,  £ 
investor  knows  they  can  I 
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redirected  if  they're  not  doir^  -xn 
well,  but  if  you  don't  ha\ 
the  people,  you're  probab 
going  to  go  nowhere,"  saj 
Weingarten. 

Some  say  the  financial  se 
tion  is  one  of  the  toughest  1 
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but  computer  software 
ams  have  made  it  much 
r  to  run  projections, 
flow  projections  are  a 
But  go  easy  on  spread- 
3 — instead,  interpret  the 
for  your  readers.  Have 
tic  projections  for  the 
three  to  five  years  and 
your  assumptions. 
IT  SHORT.  The  length  of 
1  can  play  a  big  part  in 
iCcess.  "In  venture  capi- 
■e  say  the  probability  of 
ss  for  a  new  business  is 
;ely  proportional  to  the 
1  of  the  business  plan," 
Crandell.  The  standard 
1  is  20  to  40  pages.  You 
vant  to  prepare  a  second 
nent  that  contains  all  of 
;upporting  information, 
as  industry  studies,  let- 
of  support,  brochures, 
•e views  or  articles,  note 
uthors  of  The  Ernst  & 
.g  Business  Plan  Guide 
'5,  John  Wiley  &  Sons), 
for  style,  less  is  often 
Although  experts  sug- 
1  neatly  typed  document, 
the  thought  process  that 
>k  for,"  says  Harvey 
ler,  a  senior  vice-presi- 
at  United  Jersey  Bank/ 
ral  in  Princeton,  N.  J. 
re  not  judging  style 
5  but  the  ability  to  sue- 
as  entrepreneurs."  In 
a  plan  that's  too  slick 
e  a  turnoff,  seeming  like 
:travagant  use  of  funds, 
sparing  a  plan  takes 
A  10-page  version  took 
!ield  a  good  eight 
hs,  not  including  an  ap- 
X  to  the  document.  A  45- 
plan  was  a  year's  work 
Wayne  Whisnant  and 
yl  Gainsford  of  Energy 
/ation,  an  energy  conser- 
n  company  in  Monroe, 
1.  They  did  most  of  it 
selves,  but  "you  might 
expect  to  spend  $500  to 

0  on  outside  services," 
Gary  Lynn  in  From 

-ept  To  Market  ($17.95, 

Wiley  &  Sons). 

Rich  and  Gumpert  say 
leir  book:  "The  business 
runs  'by  the  seat  of  their 
5'  often  winds  up  with 
pants."  But  for  that  mat- 
the  greatest  plan  in  the 

1  won't  make  your  busi- 
a  success.  That  part  is 

)  you.     Suzanne  WooUey 


Outdoors 


ON  A  JEEP  JAMBOREE:  THANK 
HEAVEN  FOR  FOUR-WHEEL  DRIVE 


I'm  steering  up  a  trail 
strewn  with  loose  rocks  in 
Colorado's  San  Juan 
Mountains  when  my  Jeep 
Cherokee's  rear  wheels  start 
to  slide  toward  a  ravine  only 
three  feet  away.  I  would 
guess  it's  400  feet  deep,  but 
I  don't  want  to  find  out. 
Thank  heaven  for  four-wheel 
drive.  I  keep  the  Cherokee's 
speed  slow  and  steady  as 
the  front  wheels  pull  me  back 
on  track.  In  a  moment,  all 
wheels  are  working  together 
again,  just  in  time  for  me  to 
pick  my  route  to  get  over  the 
next  boulder. 

Welcome  to  a  Jeep  Jambo- 
ree. For  37  years,  a  group 
of  off-road  enthusiasts  has 
been  organizing  trips  into  the 
wilderness,  heading  off  for 


Arch  Canyon  in  Utah  and 
the  bone-jarring  Rubicon  Trail 
in  California's  Sierra  Neva- 
das.  With  sales  of  off-road 
vehicles  soaring,  the  outings 
are  multiplying.  Next  year, 
organizers  are  planning  on 
having  no  fewer  than  16  Jeep 
Jamborees.  They  will  begin 
in  March  and  will  be  held 
on  trails  from  Massachusetts 
and  Maine  to  Florida  and 
Arizona. 

NO  EXPLORING.  Like  many 
folks,  I've  only  used  four- 
wheel  drive  to  make  commut- 
ing safer  in  the  snow.  But 
now  in  Ouray,  Colo.,  in  the 
midst  of  the  Uncompaghre 
National  Forest,  I'm  here  for 
a  weekend  of  putting  a  Jeep 
through  its  paces. 

I   won't   be   leaping  over 


streams  or  tearing  across 
open  country.  The  Jeep  Jam- 
boree folks  fully  endorse  the 
U.  S.  Forest  Service's  Tread 
Lightly  Program,  so  we'll 
stick  to  approved  trails  and 
bring  back  our  litter. 

As  a  greenhorn,  I  opt  for 
the  easier  trail  on  the  first 
day.  We  begin  on  ranch  roads, 
but  turn  off  onto  mining  trails 
as  we  gradually  head  up  the 
mountains.  I  quickly  pick  up 
some  of  the  rules  for  off- 
roading:  Go  easy  on  your 
brakes  and  let  the  gears  work 
for  you.  Stay  off  the  clutch. 
Pick  the  easier  path.  Soon 
enough,  the  road  turns  rough- 
er and  steeper.  Climbing  past 
the  timberline,  I'm  driving 
over  loose  boulders  the  size  of 
a  Jeep's  tire,  heading  for 
Ophir  Pass,  elevation  11,740 
feet. 

VERTIGO,  ANYONE?  The  next 
day,  I  have  to  choose  between 
heading  to  ghost  towns  and 
abandoned  silver  mines  or 
Black  Bear  Pass.  The  latter, 
leader  Mark  Smith  explains, 
"isn't  rough,  just  dangerous." 
On  some  of  the  curves,  I'd 
have  to  go  as  far  as  I  could, 
then  back  up  with  the  Jeep's 
tailgate  hanging  over  the 
edge  before  I  could  go  for- 
ward again.  Perhaps  it  was 
just  a  coincidence,  but  sud- 
denly ghost  mines  sounded 
like  a  lot  of  fun. 

They  are.  We  visit  the  aban- 
doned home  of  Tom  Walsh, 
whose  Camp  Bird  Mine  helped 
him  buy  the  Hope  Diamond 
for  his  daughter,  and  gather 
stones  with  flecks  of  gold  in 
them.  By  the  end  of  the  day 
I'm  dirty  and  tired  but  im- 
pressed by  how  easily  an  off- 
road  vehicle  can  get  me  into 
the  wilderness. 

The  Ouray  Jeep  Jamboree 
costs  $125  per  adult,  $95  for 
each  child.  Meals  are  included, 
but  you  supply  the  Jeep.  My 
motel  room  was  $55  with  tax; 
some  people  camped  out. 
Partly  sponsored  by  Chrysler, 
the  Jeep  Jamborees  are  for 
Jeep-brand  vehicles  only;  no 
Toyota  4Runners  or  others 
need  apply.  For  details  on 
next  year's  Jamborees,  call 
Mark  Smith  at  916  333-4771, 
or  write  Jeepers  Jamboree, 
P.  0.  Box  1660,  Georgetown, 
Calif.  95634.  Jim  Treece 
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What's  In 


STAYING  SNUG 
ON  THE  SLOPES 


The  problem  with  skiing 
is,  it's  cold  out  there.  So 
Descente  America  has 
come  up  with  what  it  calls  the 
hottest  thing  on  the  slopes — 
literally.  Unlike  conventional 
outerwear,  which  keeps  you 
warm  by  retaining  body  heat, 
its  newest  line  of  skiwear 
generates  heat  from  another 
source:  the  sun. 

Descente's  innovative  fab- 
ric, called  Solar  Alpha,  was 
developed  in  conjunction  with 
Unitika,  a  Japanese  fabric 
manufacturer,  and  was  intro- 
duced at  the  1988  Winter 
Olympic  Games  in  Calgary. 
Solar  Alpha  is  woven  from  fi- 
bers coated  with  zirconium 
carbide,  which,  its  manufac- 
turers claim,  enables  the  fab- 
ric to  absorb  the  sun's  ultra- 
violet rays  and  produce 
heat — as  much  as  eight  de- 


DESCENTE'S  SKI  GLOVES 
ABSORB  ULTRAVIOLET  RAYS 

pores  tiny  enough  to  prevent 
water  from  getting  through 
but  large  enough  to  allow 
vapor  to  pass  from  the 
body. 

The  successful  tech- 
nology behind  Gore-Tex 
inspired  similar  innovations, 
including  Toray  Industries' 


grees  more  than  conventional 
outerwear. 

Descente  makes  a  full  line 
of  skiwear  that  uses  Solar  Al- 
pha, ranging  from  gloves  and 
mittens  ($50  to  $64),  to  one- 
piece  suits,  priced  from  $580 
to  $750. 

Solar-powered  skiwear  isn't 
the  only  high-tech  way  to 
keep  warm  on  the  slopes. 
Gore-Tex,  originally  conceived 
for  runners,  is  an  increasingly 
popular  material  for  winter 
wear.  The  thin   fabric  has 


Entrant,  a  microporous  py- 
mer  coating  that  binds 
the  weave  of  a  fabric,  'ie 
coating,  used  in  Spyder's  -4 
jacket  ($311),  renders  the  lt> 
ric  both  waterproof  ;:d 
breathable. 

NO  SWEAT.  Ultrex,  a  sim;; 
coating  developed  by  Burlig- 
ton  Industries,  can  be  fo 
in  Columbia's  Garibaldi  pai 
($240)  and  pants  ($120).  :!,, 
maker  of  the  popular  ins^j 
tion  Thinsulate,  has  now  cii- 
with  Thintech,  a  lamiiu 
that  keeps  the  body  dr\' 
"wicking"    perspirat - 
away  from  the  skin.  Rn 
has  combined  the  8M  ii  ^ 
lation  and  the  new  hi, 
nate   in   its   Spire  pa 
($305). 

So,  which  of  these  p: 
ucts  is  the  best  for  kee 
you  warm  and  dry  this 
ter?  The  good  news  is 
there  probably  are  no  wr( 
i-tioices.  A  recent  report 
ished  by  Skiing  Trade  N( 
complains:  "It  was  a  fi 
tester's  nightmare — we 
to  shred  products, 
this  year  we  never  got 
chance.  They  were  just 
good."  Rebecca  Sti 


Yes,  Virginia,  some  real 
estate  investments  still 
offer  a  tax  write-off.  The  ve- 
hicles in  question  are  real  es- 
tate limited  partnerships 
(HELPS)  that  develop  low-in- 
come housing.  The  write-off 
consists  of  low-income-hous- 
ing tax  credits  created  by  the 
Tax  Reform  Act  of  1986  to 
encourage  affordable  resi- 
dences. But  investors  should 
hurry.  Many  of  the  public  of- 
ferings close  in  December, 
the  deadline  for  tax-credit 
applications — although  Con- 
gress may  pass  a  last-minute 
extension. 

The  RELPs  estimate  annual 
credits  averaging  13'a  to  157f 
of  investment,  to  be  paid  for 
10  years  after  a  property  be- 
comes operational.  Unlike 
tax  deductions,  which  reduce 
gross  income,  these  credits 
are  subtracted  directly  from 
the  taxes  you  owe.  They  can 
be  fully  used  by  individuals 
with  $200,000  or  less  in  in- 
come and  on  a  partial  basis 
for  those  making  up  to 


Smart  Money 

HELP  HOUSE  THE  POOR 
—AND  CUT  YOUR  TAXES 


$250,000.  An  investor  in  the 
287'  bracket  could  take  a 
maximum  $7,000  annually; 
achieving  that  credit  would 
require  an  investment  of 
about  $50,000. 
These   RELPs    do  have 


A  $50,000  stake 
in  these  RELPs  can 
save  $7,000  in  taxes 


drawbacks.  They  are  ex- 
tremely illiquid,  even  by 
partnership  standards:  The 
properties  must  be  held  for 
at  least  15  years  or  the  cred- 
its could  be  rescinded.  They 
also  tend  to  have  high  front- 


end  loads — as  high  as  33% 
vs.  the  207  average  charged 
by  most  RELPs.  Sponsors  jus- 
tify these  fees  by  citing  the 
higher  management  costs 
that  low-income  properties 
incur  and  the  time  and  effort 
spent  in  dealing  with  federal 
and  state  funding  agencies. 
"Sponsors  do  have  to  jump 
through  a  lot  of  regulatory 
hoops,"  says  Christopher  Da- 
vis of  the  Investment  Part- 
nership Assn.,  a  trade  group. 
NO  KILLING.  The  main  benefit 
here  is  the  tax  savings.  Since 
the  rents  are  subsidized,  the 
RELPS  won't  generate  in- 
come, though  in  effect  "the 
tax  credit  provides  a  govern- 
ment-mandated cash  flow," 
says  Wilfred  Cooper  Jr.  of 
WNC  Resources,  sponsor  of 


a  $7.5  million  partnershi 

And  don't  count  on  Ih.  a 
profits  when  the  property 
are  finally  sold  off.  Locat 
in  marginal  neighborhood 
subject  to  much  wear  al 
tear,  low-income  properti[ 
appreciate  very  little.  The 
sic  assumption  is  "we'll 
least  get  investors'  capilj 
back,"  says  Richard  DeAg 
zio,  president  of  Boston  CaJ 
tal  Services,  which  has  ji 
initiated  a  $200  million  RElj 
Because  these  tax-cred 
RELPS  date  from  the  '86  a| 
none  has  come  full  term, 
concentrate  on  the  geneij 
partners'  record.  Do  th^ 
specialize    in  low-incor 
housing?  Are  they  expe| 
enced  in  dealing  with  age 
cies  such  as  hud  or  t| 
Farmers  Home  Administ 
tion?  Have  any  propertij 
been  foreclosed?  Since 
credits  are  what  these  REI 
are  all  about,  you'll  want 
make  sure  the  partnersh 
can    keep    those  credil 
coming.  Troy  Seg\ 
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Personal  Business 


Collecting 

ORIENTAL  RUGS:  FINE  ART 
THAT'S  AFFORDABLE 


In  these  days  of  dizzying 
art  prices,  Oriental  rugs 
stand  out  as  eye-catching 
collectibles  still  within  reach 
of  someone  without  a  huge 
budget.  Although  the  most 
coveted  carpets  sell  for 
$100,000  or  more,  you  can  find 
pieces  with  plenty  of  history 
and  charm  for  less  than 
$1,000.  "Compared  with  paint- 
ings and  furniture,  rugs  seem 
undervalued,"  says  Mary  Jo 
Otsea,  an  expert  at  Sotheby's 
in  New  York. 

A  beginning  collector  might 
want  to  focus  on  tribal  and 
village  weavings,  which  are 
intriguing  and  generally 
less  expensive  than  big  Per- 
sian carpets.  Among  the 
most  beguiling  of  these 
Middle  Eastern  textiles  are 
kilims,  which  are  also 
known  as  flatweaves  be- 
cause they  lack  the  rows  of 
knotted  wool  that  create 
the  pile  or  fuzz  of  most  car- 
pets. With  their  striking, 
abstract  designs,  kilims 
make  dazzling  wall  hang- 
ings as  well  as  attractive 
floor  coverings.  Kilims  were 
made  in  the  Islamic  lands 
from  Turkey  to  what  is  now 
Soviet  Central  Asia,  but  col- 
lectors most  value  rare  Turk- 
ish specimens  from  the  19th 
century  and  earlier.  The  most 
coveted  of  these  haunting 
pieces,  festooned  with  cryptic 
primitive  symbols,  can  sell  for 
$20,000  and  up. 
You  can  still  find  handsome 


OLD  KONYA  KILIMS 
FROM  TURKEY  ARE 
SOFT  TO  THE  TOUCH 


old  Turkish,  Persian,  and 
Caucasian  examples  that 
range  from  a  few  hundred 
to  a  few  thousand  dollars 
in  price.  Linda  Miller,  a 
New  York  dealer  who  special- 
izes in  antique  kilims,  advises 
buyers  to  start  with  small 
pieces  such  as  woven  saddle- 
bags and  cradle  coverings. 
BUG  JUICE.  Connoisseurs 
judge  rugs  by  their  rarity, 
age,  aesthetic  appeal,  and  con- 
dition. An  old  Turkish  kilim 
should  feel  soft  and  have  a 


materials  as  egg- 
plant skins,  madder  root, 
and  insects.  Harsh  colors  are 
usually  a  tip-off  that  the  piece 
is  of  recent  vintage.  In  most 
rugs  of  50  or  more  years, 
the  iron  oxide  in  the  browns 
and  blacks  will  have  begun 
breaking  down  the  dyed  wool, 
exposing  the  light  yarns  of 
the  warp. 


KILIMS  MAKE  HANDSOME 
WALL  HANGINGS 

mellow  patina.  The  blues  in 
them  usually  have  a  mottled 
appearance  like  bleached 
jeans.  Colors  in  a  good  rug 
should  have  the  rich,  harmoni- 
ous look  that  comes  from  nat- 
ural dyes  extracted  from  such 


Collectors  prize  rugs  that 
display  the  weaver's  personal 
touches — animal  figures  or 
unusual  colors,  for  instance. 
Brides  often  wove  such  spe- 
cial works  for  their  dowries. 
Among  the  most  sought-after 
tribal  weavings  are  small 
pieces  that  the  Turkomans  of 
Central  Asia  used  to  decorate 
the  flanks  of  camels  for  wed- 
ding ceremonies.  Last  spring, 
Christie's  auctioned  one  of 
these  textiles  for  $71,500. 
DISCERNING  EYE.  Surprisingly, 
old  tribal  rugs  and  other 
pieces  of  interest  to  collectors 
sell  for  less  than  the  big  Per- 
sian area  rugs  that  are  fa- 
vored by  decorators.  These 
carpets  are  scorned  by  afficio- 
nados  because  they  were 
made  for  export  to  the  West. 
"You  can  pay  more  for  a 
19th  century  Heriz  or  Tabriz 
than  for  a  16th  or  17th  cen- 
.tury  masterpiece,"  says 


A  TURKOMAN  PATTERI 
THAT  WAS  WOVEN  IN 
SOVIET  CENTRAL  ASlAi 

Alan  Marcuson,  editor 
Hali,  a  London  magazine 
textile  fanciers. 

Before  buying  costly  ru 
sharpen  your  eye  by  look 
over  as  many  pieces  as  po 
ble.  You  might  even  want 
visit  the  Textile  Museum 
Washington,  D.  C,  or  ot 
institutions  with  strong  col 
tions.  Auction  exhibits 
present  an  opportunity  to  h 
die  many  rugs  and  quest; 
the  attending  experts.  H 
and  the  Oriental  Rug  Rein 
of  Philadelphia  publish  rou 
ups  of  auction  results. 
Over  time,  rugs  are  lik 
to  increase  in  value  becaij 
the  decline  of  nomadic  1 
and  a  rising  standard  of 
ing  are  destroying  the  we 
ing  tradition  in  the  Mid 
East.  But  experts  warn  1 
ginners  against  approach! 
collecting  strictly  from 
investment  standpoint.  B 
what  you  like.  Refine  yc 
tastes.  Rug  collecting  a 
scholarship  are  still  you 
enough  to  allow  a  talent 
collector  to  discover  fi 
weavings  that  the  market  h 
ignored.  Stanleij  Re 


Worth  Noting 

■  DISASTER  DOLLARS.  Hit  b 

a  flood,  tornado,  or  other  cf 
tastrophe  that  results  in 
federally  declared  disaste 
area?  You  can  get  quick  cas 
to  help  offset  an  uninsure 
loss  by  filing  an  amende 
1988  tax  return  to  get  a  « 
fund.  Such  losses  may  b 
claimed  either  for  the  yea 
they  occur  or  the  prior  one 

■  FIT  ON  THE  ROAD.  Many  he 
tels  offer  health  clubs.  Bu 
the  Four  Seasons  in  Los  An 
geles  goes  a  step  beyond:  It 
fitness  center  provides  a  per 
sonal  trainer  who,  for  $60  ai 
hour,  puts  guests  through  ; 
rigorous  workout  on  the  la 
est  equipment  (800  332-3442)1 


FOP 

f. 

Ik 
L 
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PERSONAL  BUSINll 


here's  no  limit  to  how  far  you  can  go. 


UNLIMITED  MILEAGE 
FOR  MEMBERS  ONLY 

yl  Q90        Lincoln  or 
(Jay   similar  size  car. 

Effective  through  1/15/90 

Limited  availability, 
LDW  $12.95  a  day  or  less. 

ASK  FOR  THE  AMD  RATE 


Membership  has  its  privileges. 


:z  rents  Fords  and  other  fine  cars. 


At  Hertz. 
American  Express®  Cardmembers 
get  unlimited  mileage. 

Just  use  the  American 
Express  Card  at  the  Hertz  coun- 
ter and  you'll  be  surrounded 
in  the  luxury  of  a  Lincoln  Con- 
tinental or  Town  Car.  Which 
means  that  in  addition  to  all  the 
benefits  you  normally  receive 
with  the  American  Express  Card, 
you  get  another  benefit  for  the 
long  run.  Unlimited  mileage. 

This  offer  is  only 
good  until  January  15, 


1990.  So  call  your 


travel  agent  or  Hertz  directly  at 
1-800-654-3131  and  ask  for  the 
special  AMD  rate. 

And  find  out  how  the 
American  Express  Card  is  truly 
a  comfort  down  the  road. 

For  your  information. 
Rates  are  available  at  participat- 
ing locations  and  may  not  be 
available  at  some  participating 
places  at  some  times.  The  mini- 
mum rental  age  is  25.  Cars 
must  be  returned  to  the  renting 
location.  24-hour  advance 
reservations  are  required.  Cars 
subject  to  availability.  Taxes  and 
optional  items  are  extra. 

«  REG  U  S  PAT  OFF  .c.  HERTZ  SYSTEM  INC  1989 


Mainframe?  Noway 


'Fifteen  minutes  with  Oracle  Financials,  and  I  knew 
I'd  never  be  here  justifying  a  mainframe  to  the  board."  vpaTJcFo.  cadence 


V^adence  Design  Systems  has  emerged  as  the  number- 
one  integrated  circuit  design-automation  company  in  the 
world.  But  rapid  growth  created  complex  accounting  prob- 
lems: acquisitions,  merging  of  different  accounting  systems 
and  decentralization.  One  simple  demonstration  showed 
Cadence  that  Oracle  Financials™  delivers  world-class  function- 
ality, yet  is  so  easy  to  learn  and  use  that  they'd  never  have  to 
read  the  manual. 

Fifteen  minutes  was  enough  to  convince  Cadence  that 
Oracle  Financials'  distributed,  multi  processor  architecture 
gave  them  the  only  alternative  to  a  mainframe  purchase. 
Now,  they  just  just  keep  adding  inexpensive  processors  as  they 
need  them. 

Fifteen  minutes  showed  Cadence  the  same  application  portabilit)- 
which  both  they  and  Oracle  owed  their  worldwide  success. 


Cadence  delivers  the  same  software  on 
cost-effective  workstations,  and  Oracle  is 
the  only  company  that  offers  application 
portability.  No  one  else  is  even  trying. 

One  demonstration  was  well  worth 
Cadence's  time.  It'll  be  worth  yours. 
Call  today  to  reserve  a  seat  in  the  next 
free  Oracle  Financials  seminar  and 
demonstration. 


Call  1-800-ORACLEl,  ext.  8378  today. 

See  how  much  15  minutes  can  be  worth. 


Oracle  Financials 
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THE 
PENINSULA 

NEW  YORK 


A  CLASSIC  ^ 


PENINSULA  HOTEL 


IN  NEW  YORK. 


WHERE  ELSE 


BUT 


FIFTH  AVENUE. 


A  tnily  great  hotel 
in  the  city's  greatest  location 

Fifth  A\-en[ie  and  55th  Street 

The  Peninsula.  New  York 

Tel:  (212)  247-2200 
Toll  Free;  (800)  262-9467 

'Ttxfjeadin^otels  ofthifWorld 

The  Leading  Hotels  of  the  World 
ToUfree!  (800)  223-6800 

Preferred  I  Intels  Worldwide 
ToUfree:  (800)323-7500 

Steigenberger  Reser\-aiion  Sennce 
ToU  Free.  (800)  223-5652 


THE  PENINSULA 
NEW  YORK 


The 

Peninsula 

CROUP 
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E  N  G  LAN  D 


KNOWN  FOR 


TMAS  SPIRIT 


THE  GIN  OF  ENGLAND.  AND  THE  WORLD. 

G  OR  DON'S 

■..  DBfmilceniN  us  A  ACCORDING  TOTHETORMULAOF  ALEXANDER  GORDON  AND  COMR\NYLONmNENGI.A,^^^ 

^  ,00%  NEUTRAL  SPIRITS  DiSTlLLESmoSc'F^N-li*-  ^^^PrS^P^W        o'lkllLLERS  COMF^NY  PLAINFIELD.  ILL  AND  UNION  CITY  CA  S  1^ 

100%  NEUTRAL  SPIRITS  O-^IILLtU^  ^         ^  GORDON  S  GIN  ANYWHERE  IN  TH6USA,  DIAL  1-800-238-4373.  VOID  WHERE  PROHIBITED. 


vestment  Figures  of  the  Wee 


ENTARY 

that  was  good  for  gold, 
tty  much  lackluster  other- 
ie  yellow  metal  climbed 
^400  an  ounce  on  Nov. 
ping  a  two-month  rally, 
ough  interest  rates  re- 
in check.  Gold  mining 
/ere  among  the  top  gain- 
jcent  weeks.  Financial  mor- 
dged  along  listlessly,  with 
/  Jones  industrial  average 
g  20  points  on  Nov.  20. 
!  stocks  suffered,  as  inves- 
cted  to  reports  that  mill- 
■nding  may  be  reduced. 


STOCKS 

Nov.  May 


Nov.      Nov.  16-21 


S&P 

soo 


52-week  change 

+  27.1% 


1  -week  change 
-0.3% 


BONDS 

Nov.  May 


Nov.      Nov.  16-21 


Shearson  Lehman 
Treasury  Index 


52-week  change 
+  11.0% 


'  1360 

■  1369  20 


1  -week  change 
-0.5% 


THE  DOLLAR 

Nov.  May 


Nov.     Nov.  16-21 


J.  P.  Morgan 
Index 


52-week  change 
+  7.2% 


1  -week  change 
-0.2% 


RKET  ANALYSIS 


%  change 


TOCKS 

latest 

Week 

S2-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 

2639.3 

0.3 

27.0 

90-DAY  TREASURY  BILL  YIELD 

7.9% 

7.9% 

8.3% 

MPANIES  (Russell  1000) 

178.9 

-0.4 

26.6 

30-YEAR  TREASURY  BOND  YIELD 

7.9% 

7.9% 

9.1% 

COMPANIES  (Russell  2000) 

166.6 

-0.6 

19.1 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3% 

3,7% 

MPANIES  (Russell  3000) 

191.0 

-0.4 

26.0 

S&P  500  PRICE/EARNINGS  RATIO 

14.0 

14.1 

1 1.5 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

•N  STOCKS 

latest 

Week 

52-weck 

S&P  500  26-week  moving  overage 

338.4 

337.8 

Positive 

^  (FINANCIAL  TIMES  100) 

2185.1 

-0.8 

20.0 

Stocks  above  26-week  moving  overage 

36.8% 

37.3% 

Neutral 

(NIKKEI  INDEX) 

36,059.9 

0.6 

22.5 

Speculative  sentiment:  Put/call  ratio 

0.31 

0.27 

Neutral 

ro  (TSE  COMPOSITE) 

3933.6 

-0.9 

20.7 

Insider  sentiment;  Vickers  sell/buy  ratio 

1.56 

1.96 

Positive 

USTRY  GROUPS 


WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  slock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC. 

%  change 


4-week 


52-week 


Price 


MINING 

17.3 

37.5 

HOMESTAKE  MINING 

18.5 

41.3 

18% 

NSURANCE 

5.4 

47.1 

CAPITAL  HOLDING 

10.5 

64.6 

50 

DRINKS 

5.2 

69.2 

COCA-COLA 

6.7 

79.8 

75V2 

\ETICS 

4.7 

53.0 

AVON 

19.9 

83.8 

35% 

WHOLESALERS 

4.2 

31.7 

SYSCO 

19.3 

80.7 

31% 

WEEK  LAGGARDS 

% 

4-week 

change 
52 

-week 

Weakest  stock  in  group 

% 

4-week 

change 
52 

-week 

Price 

RE  TIME 


iUMENTATION 


EBUILDING 


ISHING 


H\Hl  TOOLS 


-11.9 


-9.6 


BALLY 


-11.2 


-7.4 


PERKIN-ELMER 


-10.5 


38.0 


PHM 


-10.0 


-0.7 


DUN  &  BRADSTREET 


-9.7 


-23.7 


CROSS  &  TRECKER 


-23.8 


-22.4 


-13.6 


-2.3 


-15.2 


51.4 


-17.4 


-20.5 


-23.7 


-53.6 


15% 


2iy2 


14 


42^/4 


5% 


TUAL  FUNDS 


RS 

ck  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

VTEGIC  INVESTMENTS 

FED  SERVICES  GOLD  SHARES 

RNATIONAL  INVESTORS 

29.7 
24.4 
22.1 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 
FIDELITY  SELECT  SAVINGS  &  LOAN 
FIDELITY  SELECT  COMPUTERS 

-9.6 
-8.5 

-7.9 

k  total  return 

% 

52-week  total  return 

% 

ER  SMALL  CAPITALIZATION  PORTFOLIO 
INCIAL  STRATEGIC  HEALTH  SCIENCES 
NTIETH  CENTURY  VISTA  INVESTORS 

76.9 
64.9 
63.2 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
STRATEGIC  GOLD/MINERALS 
NATIONAL  REAL  ESTATE  INCOME 

-15.1 
-12.6 

-3.8 

MORNINGSTAR  INC. 

]  Averoge  fund 
52-week  total  return 


ATIVE  PORTFOLIOS 


DATA  RESOURCES  INC, 


amounts 
ent  the  present 
of  $10,000 
ed  one  year 
each  portfolio 

ages  indicate 
y  total  returns 


U.  S.  stocks 
$12,970 

-0.06% 


Treasury  bonds 
$12,398 

-0.30% 


Foreign  stocks 
$10,852 

-0.09% 


nil 


Money  market  fund 
$10,733 

-fO.16% 


Gold 
$9,358 

-t-1.13% 


on  this  page  are  as  of  market  close  Tuesday,  Nov.  21,  1989,  unless  otherwise  indicoted.  Industry  Mutual  fund  returns  ore  as  of  Nov.  17.  Relative  portfolios  ore  volued  as  of  Nov.  20.  A  more  detoiled 
iclude  S&P  500  companies  only,-  performonce  and  shore  prices  ore  as  of  morket  close  Nov.  20.        explonotion  of  this  poge  is  available  on  request 
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THE  FED  IS  STILL 
ON  THE  RIGHT  TRACK 


The  soft  landing  is  getting  a  little  bumpy.  The  fourth 
quarter  is  looking  weak,  and  some  of  the  softness  is 
likely  to  spill  over  into  1990.  Growth  could  easily  come 
in  at  l^f  this  quarter,  and  some  economic  sectors  and  regions 
may  actually  feel  as  if  they  are  in  a  recession.  However,  that 
doesn't  mean  the  Fed  should  alter  its  game  plan  of  fine- 
tuning  the  economy — a  strateg}'  that  has  been  successful  to 
date.  That  is  because  fears  of  a  recession  that  would  justify 
a  major  easing  of  monetary  policy  seem  unfounded. 

Yes,  the  economy  is  slowing  down,  but  much  of  the  weak- 
ness in  the  October  economic  data  reflected  either  tempo- 
ran,'  factors,  such  as  the  Boeing  strike  and  the  California 
earthquake,  or  expected  weakness,  such  as  the  post-rebate 
collapse  of  car  sales.  Despite  softness  in  manufacturing,  the 
service  economy  is  generating  jobs  and  incomes.  Consumers 
are  still  spending  for  items  other  than  cars.  Inventories  are 
not  generally  excessive.  Inflation  is  declining. 

Most  important,  the  Fed  has  been  loosening  policy  since 
June.  On  Nov.  7.  it  eased  policy  for  the  fifth  time  in  five 
months,  knocking  down  the  federal-funds  rate  by  an  addi- 
tional quarter  of  a  percentage  point,  to  about  8.5%.  A  reces- 
sion subsequent  to  prolonged  Fed  easing  would  be  rare. 

Indeed,  the  Fed  seems  increasingly  vigilant  to  the  threat 
of  recession.  During  its  October  policy  meeting,  the  minutes 
of  which  have  only  now  become  available,  the  Fed's  open- 
market  committee  concluded  that  the  risk  of  an  overly  weak 
economy  exceeded  the  risk  of  higher  inflation.  And  the 
central  bank  seems  \\'illing  to  ease  policy  again  in  coming 
weeks,  if  necessary. 

Despite  grousing  from  the  Bush  Administration,  the  Fed 
is  still  playing  a  winning  game  with  its  fine-tuning.  Clearly, 
the  risks  are  now  higher.  A  weak  economy  is  far  more 
sensitive  to  the  unexpected  shocks  that  could  arise  in  such  a 
highly  leveraged  economy.  And  not  all  is  quiet  on  the  infla- 
tion front:  Ser\"ice  prices  continue  to  rise  rapidly.  For  now, 
though,  the  risks  seem  worth  taking.  The  Fed  should  contin- 
ue to  ease  its  grip  on  credit  cautiously. 


THE  BEST  WAY 

TO  CUT  DEFENSE  SPENDING 


After  the  crumbling  of  the  Berlin  Wall,  combined  with 
the  dramatic  stirring  of  democracy  in  Hungan,*, 
Czechoslovakia,  and  Bulgaria,  many  in  the  U.  S.  and 
Western  Europe  are  ready  to  begin  celebrating  the  end  of 
the  cold  war.  But  there  are  officials  in  Washington,  includ- 
ing Defen.-^e  SecretaiT  Richard  Cheney,  who  warn  against 
being  stampeded  into  premature  jubilation.  That  is  why  Che- 
ney's 107c  cut  of  $180  billion  over  three  years  should  be 
viewed  as  a  preemptive  strike  against  a  political  bidding  war 
to  claim  credit  for  even  deeper  cuts. 
The  Defense  Dept.  says  60$  of  every  dollar  in  our  $300 


billion  military"  budget  is  devoted  to  the  defense  of  West 
Europe.  That  is  an  irresistible  target  in  an  emerging  era 
good  feelings.  Congress  already  has  begun  the  cuts,  send 
to  the  White  House  a  $305  billion  militan,-  budget  for  fij 
1990  that  lopped  $1  billion  off  Bush's  Star  Wars  request  i 
$817  million  from  the  Stealth  bomber  program. 

Cheney  has  stressed  that  his  10%  number  is  just  a  pi 
ning  exercise,  at  least  for  now.  He  is  right  in  insisting  t 
we  need  to  know  a  lot  more  about  the  shape  and  natiu*e 
conventional-arms  reductions  before  anyone  can  possi 
have  a  realistic  price  tag  for  defense  spending.  Bush  s 
Mikhail  Gorbachev  both  have  said  they  hope  to  sign  a  c 
ventional-arms  pact  next  year.  The  Warsaw  Pact  and  x.- 
are  already  negotiating  for  such  a  treaty  in  Vienna.  Mosc 
desperately  needs  to  control  militan"  spending,  too.  B\ 
and  Gorbachev  should  tell  their  negotiators  to  push  ah< 
for  quick  results.  A  knowledge  of  what  forces  we  are  go 
to  face  in  East  Europe  will  pronde  a  rational  framework 
budget  cutting  back  home. 


is 


STOP  LEGAL  BRIBERY 
ON  CAPITOL  HILL 


I 


t's  not  what's  illegal  that's  outrageous — it's  what's 
gal."  That  mordant  aphorism  from  the  late  gadfly  jo 
nalist  I.  F.  Stone  goes  to  the  heart  of  what's  wro 
with  campaign  financing  in  Washington. 

Senator  Alan  Cranston  and  four  other  senators  brough 
bear  all  the  influence  they  could  muster  to  keep  fed( 
regulators  from  shutting  dowm  Lincoln  Savings  &  Loan 
Inine,  Calif,  (page  82).  Their  efforts  m.ay  have  helped  f( 
stall  a  federal  takeover  of  Lincoln  for  more  than  a  year.  Al 
the  solons  received  heftj'  campaign  contributions  and, 
some  cases,  other  generous  blandishments  from  Lincol 
owTier,  Arizona  businessman  Charles  H.  Keating  Jr. 

The  Justice  Dept.,  other  federal  investigators,  and 
Senate  Ethics  Committee  are  all  looking  into  the  matter 
the  Keating  Five.  So  far,  however,  nothing  has  come  to  li| 
that  suggests  that  any  laws  were  broken.  Some  or  all  of  t 
five  may  have  \iolated  Senate  ethics  rules,  but  even  that 
far  from  clear.  And  this  is  precisely  what  is  wrong. 

A  system  in  which  Keating  could  bend  the  rules  to  chi 
nel  $1.4  million  to  five  senators  or  gi'oups  backed  by  the 
more  than  $850,000  to  Cranston  alone,  turns  logic  on 
head.  But  that  was  the  kind  of  cornucopia  that  Keati 
could  open  to  those  who  had  the  ear  of  regulators. 

One  lesson  of  the  Keating  affair  is  that  donors  w 
money  to  burn  have  turned  the  contribution  limits  into 
joke.  In  an  effort  to  control  the  influence  of  big  give 
federal  law  allows  an  individual  to  give  each  House 
Senate  candidate  a  maximum  of  $2,000  per  campaign.  I 
clever  contributors  channel  gifts  through  multiple  politii 
action  committees,  run  "independent'"  ads  on  behalf  of 
candidate,  or  othendse  flout  the  limits.  The  Federal  Electi 
Commission  has  the  power  to  rein  in  the  worst  abuses,  t 
the  moribund  panel  rarely  uses  either  its  civil  penalties  or 
abilitj-  to  refer  cases  to  the  Justice  Dept.  for  prosecutit 
Tougher  enforcement  of  the  law  is  desperately  needed 
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lere's  one  thing  Ar<^  international 

long  distance  customers 
win  never  have  to  worry  about. 


e  days,  things  seem  to  go  obsolete 
Li  can  get  them  out  of  the  box. 
io  with  AT&T  hiternational  Long  Distance, 
s  continually  upgrading  our  Worldwide  Intelligent 
before  you  have  time  to  even  think  about  it. 
n  we  saw  that  global  events  were  affecting  tele- 
fficwe  expanded  our  Network  Operations 
Dw  events  are  continually  monitored  24  hours  a 
raffic  is  routed  accordingly 
Iso  anticipated  the  growing  demand  for  interna- 
ce,  data  and  tlix  transmission,  by  developing  the 
pacific  and  transatlantic  fiber-optic  cable  systems. 


So  you'll  enjoy  fast  international  connection.s  with  unsur- 
clarity 

We  could  list  other  examples  of  advances  you'll  never 
have  to  think  about. 

But  wh\  not  call  1  800  222-0400  ext.  1277,  and  let 
the  innoxations  .speak  for  themselves. 


^AT&T 

The  right  choice. 


I'llie  NcX1""  Computer 
System  is  the  first  com- 
puter in  the  world  (and 
so  far  the  only)  to  use  read/ 
write/erasable  optical  storage. 
\W\k  PCs  todav  are  typically 
ecjuipped  w  ith  Winchester 
drives  that  store  20  to  40  MB, 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  removable, 
for  portability  and  added  se- 
curity I'his 
dramatically 
new  tech- 
nology pro- 
vides storage 
that  is  simul- 
taneously 
\  ast,  reliable  and  cost-efl'ecti\  e 
-a  combination  unmatched  by 
computers  of  any  si/.e. 


2NeX1'  has  made  the 
power  of  UNIX'  usable 
h\  mere  mortals. 
LINIX  is  the  high-performance 
operating  system  used  by 
workstations  to  achiev  e  true 
multitasking  and  superior  net- 
working. Unfortunately,  it  has 
always  been  the 
antithesis  of  user- 
friendly  NeX'I'has 
gi\enl'NIX  a  revo- 
lutionary new  inter- 
face-one that  is 
both  \  isual  and  intu- 
itive. Now  computer 
users  of  e\  erv  le\  el 
can  instantly  w  ield 
this  tremendous 
pow  er,  v\  ith  no  tech- 


3 


nical  know  lediie  w  hatsoex  er 


To  achie\  e  the  power 
needed  for  the  MOs, 
NeXT  bypassed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.This  eliminates 
bottlenecks  and  attains  an 
extraordinary  levej  of  system 
"throughput"-the  true  mea- 
sure of  computer  performance. 
Only  through  the  use  of  VLSI 
(Very  Large  Scale  Integration) 
technologN' could  this  architec- 
ture be  retluced 
in  size  so  that 
it  could  fit 
inside 
a  desk- 
top com- 
puter. Its 

a  mainframe  on  tw  o  chips. 


4 Wliile  PostScript' 
long  been  the  indl 
standard  for  printil 
NeXT  has  made  it  fast  en| 
to  also  be  used  on  the  dis 
This'unified  imaging  moj 
ensures  that  v\  hat  vou  sel 


the  display  is  precisely  wm 
you  w  ill  get  on  paper.  All  p 
work,  in  any  size  type  and6| 
degree  of  rotation  or  magrf 
cation,  appears  with  perfe^ 
92-dots-per-inch  clarity  onie 
NeXr  Megapixel  Displavj; 
And  w  ith  laser  precision  al|i 
dpi  on  the  NeXT  Laser  Prp 


IN  THE  90s,WE' 
ONLY  TEN  REAL  BREAIO 
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Recently,  the  12-cylinder  BMW  750iL  earned  its  place  on  Motor  Jreni  'Oi^'' 
Magazine's  list  off  the  world's  best  perfformance  cars- alongside  Ferrarii  trfln« 
Lamborghini  and  Porsche.  Not  terribly  surprising,  ffor  a  BMW.  But  very  \  »f 
surprising,considering  the  750iL  is  the  only  ffour-door  luxury  sedan  in  1 0^^^ 
the  lot.  Few  interiors, even  those  without  wheels,  can  compete  with  the  i  ncecor. 


DiL  #or  quietness  and  tasteful  elegance.  Its  U        '  «'*«tina  is  a  tribute 
:raf  tsmanship.  Its  next-eentury  electronics  ex» 
iplement  the  natural  driving  instincts.Visit  your 'm'  ?^ier 
I  test  drive  the  ZSOiLJfs  one  off  the  world's  greatest  perfform  1  ■ 
se  cars.  Even  when  iFs  standing  still.  THE  ULTIMATE  DRIVING  MACHINE. 
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;WER  GUNS,  MORE  BUTTER:  THE  'PEACE  DIVIDEND'  FROM  DEFENSE  CUTS  COULD  BE  A  DECLINING  BUDGET  DEFICIT  AND  FASTER  GROWTH 


Cover  Story 


50  THE  PEACE  ECONOMY 

With  the  East  bloc  crumbhng,  the 
U.  S.  has  a  chance  to  make  huge  cuts 
in  the  defense  budget.  And  whether 
that  money  goes  to  slashing  the 
deficit,  rebuilding  roads  and  bridges, 
or  beefing  up  social  spending,  it  is 
certain  to  boost  long-term 
productivity  and  growth.  The  shift 
won't  be  simple — or  painless.  Some 
companies  and  regions  will  be  hard 
hit,  and  fierce  political  struggles  will 
break  out.  But  the  bottom  line  is  that 
the  balance  of  terror  may  give  way 
to  greater  prosperity 
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How  Fujitsu  helps 
a  legendary  railroad 
make  history. 


The  Union  Pacific  Railroad  is  not  just  a 
company,  it's  a  call  to  the  consciousness  of 
a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
It  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory,  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

Settled  the 
American  West 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands  of  pi- 
oneers into  the  world  of  wide  open  spaces. 
It  made  history  then,  and  it's  still  making 
history:  today  it  is  one  of  America's  most 
progressive  railroads,  with  23,000  miles  of 
track  in  20  states,  30,000  employees,  and  a 
reputation  for  far-sighted  thinking  in  every 
area  of  its  operations— including  its  remark- 
able communications  network. 

Nationwide 
network 

Union  Pacific  owns  a  private  voice  and 
data  communications  network,  one  of  the 
largest  in  the  world.  Covering  tens  of  thou- 
sands of  miles  nationwide  and  functioning 
as  the  railroad's  central  nervous  system,  it 
IS  extremely  sophisticated  and  absolutely 
crucial  to  the  company's  success.  Which  is 


why,  when  Union  Pacific  recently  decided 
to  upgrade  the  network,  it  turned  to  Fujitsu. 

Top  computer  and 
communications  maker 

Fujitsu  IS  one  of  the  world's  top  com- 
puter and  telecommunications  makers,  with 
100,000  employees,  annual  sales  of  $18  bil- 
lion, and  projects  completed  in  a  hundred 
countries.  A  high-tech  giant  that's  a  major 
force  in  the  global  information  revolution, 
Fujitsu  gave  Union  Pacific  a  multi-nodal  in- 
tegrated voice  and  data  communications 
system  that  is  the  next  generation  of  busi- 
ness telecommunications.  The  system  will 
boost  productivity,  upgrade  customer  serv- 
ice, and  help  the  railroad  keep  making 
history— by  helping  it  be  what  it  has  always 
been:  a  living  legend  that  knows  where  the 
future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SchnmpI  of  Fujitsu  before  ttie  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  the  most  advanced  in 
the  world,  to  function  as  node  points  in  its  nation- 
wide communications  network.  For  information  call 
Fujitsu  Business  Communication  Systems  at 
1-800-654-0715. 
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The  global  computer  &  communications  company. 
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1988  1989 
The  production  index  (ell  for  the  week  ended  Nov.  18.  On  o  seasonally 
adjusted  basis,  output  of  autos,  trucks,  steel,  paper,  poperboord,  and  electric  power 
declined,  while  crude-oil  refining  ond  lumber  production  were  up  slightly.  Rail-freight 
traffic  and  coal  production  were  unchanged  from  the  previous  week.  Before  calcula- 
tion of  the  four-week  moving  overage,  the  index  dropped  to  174.6,  from  175.9  in 
the  prior  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc 


July 
1989 


1988  1989  1989  1989 

The  ieadin9  index  declined  slightly  for  the  week  ended  Nov.  18.  A  big  increase 
in  the  number  of  business  failures,  together  with  slower  growth  rates  for  materials 
prices  and  M2  offset  the  positive  signals  given  by  higher  stock  prices,  lower  long- 
term  bond  yields,  and  a  faster  pace  for  real  estate  loons.  Prior  to  calculation  of  the 
four-week  moving  overage,  the  index  also  edged  down  a  bit,  dropping  to  220.9 
from  221  in  the  previous  week. 

Leading  index  copynglit  1989  by  Center  tor  Inlernotionol  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (n/25)  thous.  of  net  tons 

1,716 

1,702 

=  -6.0 

AUTOS  (11/25)  units 

81,326 

133,337 

j;  -9.3 

TRUCKS  11  1/25)  units 

48,909 

72,270t 

=  -4.1 

ELECTRIC  POWER  (l  1/25)  millions  of  kilowott-hours 

51,471 

51,419 

If  5.0 

CRUDE-OIL  REFINING  (i  1/24)  thous.  of  bbl./day 

13,310 

13,344 

=  3.5 

COAL  (n/18)  thous.  of  net  tons 

20,643  = 

20,663 

-0.2 

PAPERBOARD  (l  1/18)  thous.  of  tons 

702,6  = 

703.1 

-2.9 

PAPER  (11/18)  thous.  of  tons 

750.0  = 

761.0 

1.5 

LUMBER  (1  1/18)  millions  of  ft. 

548.5  = 

538.1 

5.0 

RAIL  FREIGHT  (1  I/I8)  billions  of  ton-miles 

20.2  = 

20.2 

1.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edi 
Icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA', 
American  Railroads. 

on  Electric  Inst.,  Amer- 
SFPA*^,  Association  of 

Latest 
week 

Week 
ogo 

Year 
ogo 

JAPANESE  YEN  (11/29) 

143 

144 

122 

GERMAN  MARK  (11/29) 

1.78 

1.82 

1.73 

BRITISH  POUND  (11/29) 

1.57 

1.56 

1.85 

FRENCH  FRANC  (11/29) 

6.08 

6.20 

5.92 

CANADIAN  DOLLAR  (11/29) 

1.17 

1.17 

1.19 

SWISS  FRANC  (11/29) 

1.59 

1.62 

1.45 

MEXICAN  PESO  (11/29)3 

2,656 

2,648 

2,300 

Sources:  Mo|or  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

n  units  per  U.  S.  dollar 

except  for 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (11/29)  $/troyoz. 

410.100 

399.000 

-3.0 

STEEL  SCRAP  (1 1/28)      1  heavy,  $/ton 

98.50 

98.50 

-12.8 

FOODSTUFFS  ( 1 1  /27)  index,  1 967  =  1 00 

213.2 

216.5 

-6.2 

COPPER  (1 1/22)  cVlb. 

1 13.5 

120.2 

-26.5 

ALUMINUM  (1 1/22)  (./lb. 

75.5 

76.0 

-29.4 

WHEAT(ll/25)  ir2hard,  $/bu. 

4.37 

4.34 

4.0 

COTTON  (1 1/25)  strict  low  middling  1-1/16  in.,  c/lb. 

65.54 

66.66 

25.0 

lEADING  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Latest 
week 

Vneek 
ago 

%  Chonge 
year  ago 

STOCK  PRICES  (11/24)  S&P500 

340.20 

340.05 

27.2 

CORPORATE  BOND  YIELD,  Aaa  (1 1/24) 

8.89% 

8.86%  -6.5 

INDUSTRIAL  MATERIALS  PRICES  (1 1/24) 

105.3 

106.0 

8.2 

BUSINESS  FAILURES  (11/17) 

243 

222 

-5.4 

REAL  ESTATE  LOANS  ( 1 1  / 1 5)  billions 

$348.9 

$347.8 

14.8 

MONEY  SUPPLY,  M2  (1 1/13)  billions 

$3,180.7 

$3,183.8r 

4.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  ( 1 1  / 1 1 )  thous 

316 

345 

17.5 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—  100),  Dun  & 
Bradstreet  (failures  of  large  companies}.  Federal  Reserve  Board,  Lobor  Dept.  CIBCR  season- 
oily  adjusts  doto  on  business  failures  and  real  estote  loons. 

-J 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%  Change 
year  ago 

BUDGH  SURPLUS  OR  DEFICIT  (-)  (Oct.)  millions 

$26,089 

-$6,157 

3.4 

HOUSING  STARTS  (Oct.)  annual  rote,  thous. 

1,420 

1,268 

-7.3 

MERCHANDISE  TRADE  BALANCE  (Sept.)  billions 

-$9.6 

-$11.9 

10.0 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Oct.)  billions  $124.6 

$125.3 

1.5 

Sources:  Commerce  Dept.,  Treasury  Dept. 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (11/13) 

$785.0 

$788. 5r 

0.7 

BANKS'  BUSINESS  L0ANS(il/i5) 

320.3 

318.3r 

5.7 

FREE  RESERVES  (11/15) 

607 

807r 

-49.8 

NONFINANCIAL  COMMERCIAL  PAPER  (1 1/15) 

131.3 

129.3 

35.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 
o  two-week  period  in  millions). 

free  reserves 

which  ore 

expressed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (11/28) 

8.73% 

8.47° 

4  8.44% 

PRIME  (11/29) 

10.50 

10.50 

10.21 

COMMERCIAL  PAPER  3-MONTH  ( 1 1  /28) 

8.24 

8.31 

9.12 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i  1/29) 

7.86 

7.95 

9.23 

EURODOLLAR  3-MONTH  (i  1/22) 

8.38 

8.43 

9.05 

Sources:  Federal  Reserve  Boord,  First  Boston 


^  Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  = 


BW  inde> 
-  Free  mai 


:  (chart);  other  components  (estimated  and  not  listed}  include  mochinery  and  defense  equipment, 
■ket  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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IF  SAN  DIEGQ  CALIFORNIA 

IS  YOUR  market; 

WEEDQ  KENTUCKY  IS 
NONE  OF  YOUR  BUSINESS 


hy  waste  your  money  on  a 
nationwide  900  sendee,  when  Pacific 
Bell  California  900  gives  you  28 
million  reasons  to  stay  home^ 

California  900  is  the  first  and  only 
pay-per-call  900  service  completely 
dedicated  to  the  28  million  con- 
sumers in  the  California  market.  So 
instead  of  blowing  your  budget  on 
Weedo,  Watseka  and  Wenatchee 
—  you  pay  less,  and  get  more. 

A  New  Line  on  Customer 
Serv  ice  and  Promotions.  You 

can  turn  out-ot-pocket  expenses, 
like  customer  service  lines,  into 
in-the-hank  profits,  with  900  lines. 


You  can  have  promotions  that  pay 
for  themselves  up  front,  instead  of 
down  the  road.  Or,  your  company 
can  discover  a  whole  new  way  to 
make  money.  Even  individual 
entrepreneurs  with  limited  budgets 
are  finding  California  900  to  be  a 
gold  mine. 

With  the  demand  for  informa- 
tion already  at  an  all-time  high,  900 


CALIFORNIA  900 

28  million 
reasons 

to  stay  home. 


services  are  expected  to  grow  more 
than  400%  by  1992. That  gives  you 
the  fastest  growing  product  in  the 
information  industry,  combined 
with  one  of  the  fastest  growing  states. 
And  that  means  profits.  Fast. 

It's  Time  To  Pick  Up  The  Phone. 

Don  t  waste  your  money  on  a  service 
that  winds  up  in  Weedo,  when 
Calijornia  900  can  deliver  the  land 
of  opportunity.  Contact  your  Pacific 
Bell  Account  Executive,  or  call  today 
In  California: 
811-1900,  Ext.  153. 
Outside  California: 
1(800)  344-1341,  Ext.  153. 


A  PACIFIC  TELESIS  COMPANY  I  IIIKtm 


C  N^'J  I'jcil.c  Bell 

6B-CA 


PACIFICSI^BELL 

Information  Services 


T 


Part  ot  composition  with  blue.  Mondnaan,  l'^37,  Haags  Gemeentemuseuni. 


Rabobank  Q 

The  Art  of  Dutch  Banking 


Rabobank  Nedcrland,  San  Francisco  Office:  3  Embarcadero  Center,  Suite  930. 
San  Franci-co,  CA  94111.  Telephone:  (415)  9864258.  New  York  Branch, 
245  Park  Avenue,  New  York,  NY  10176.  Telephone:  (212)  9167800.  Telex:  424337. 

Rabobank  Nederland,  Croeselaan  18,  3521  CB  Utrecht,  the  .Netherlands 
Telex  40200.  New  York,  Dallas,  San  Francisco,  Sao  Paulo,  Curasao.  London,  Antwerp, 
Pans,  Luxemburg,  Zurich,  Singapore,  Hong  Kong, Jakarta,  ADCA-BANK 
(Frankfurt,  Berlin.  Dusseldort,  Hamburg,  Hanover,  Munich,  Stuttgart). 


In  banking, 
as  in  art,  a  clear 

concept 
can  make  all  the 

difference. 

The  Dutch  artist  Mondriaan  spent 
more  than  20  years  refining  a  style  of 
painting  he  called  neo-plasticism. 
Similarly,  Rabobank  carefully  defined 
and  refined  its  own  style  ot  banking. 
As  the  Dutch  economy  and  industry 
grew,  so  did  Rabobank,  becoming  the 
largest  domestic  bank.  Today,  with 
total  assets  of  US  $  80  billion,  Rabo- 
bank is  one  of  the  top  50  banks  in  die 
world,  with  offices  in  major  financial 
centres  and  ports  around  the  globe, 
active  in  financing  agribusiness,  com- 
modities and  in  every  aspect  of  inter- 
national banking.  And  we  still  have 
our  ovm  clear,  long-tenn  view  of  client 
relationship,  based  on  commitment, 
dedication  and  tmst. 


6CCA 


HE  COMES  FROM 
A  BROKEN 
HOME. 


Every  day  140,000  acres  of  tropical  forest 
are  axed,  burned,  or  clear  cut.  The  result: 
this  margay  —  and  thousands  of  other 
species  that  call  these  forests  home  —  are 
teetering  on  the  brink  of  extinction. 

Tropical  forests  help  regulate  the 
Earth's  climate.  And  they  shelter  %  of  all 
Earth's  species  —  unique  life  forms  that 
give  us  priceless  medical,  industrial,  and 
agricultural  benefits. 


The  Nature  Conservancy  works 
creatively  with  partners  throughout  Latin 
America  to  safeguard  tropical  habitats. 
But  we  need  your  help,  so  join  us.  Write 
The  Nature  Conservancy,  Latin  America 
Program,  Box  CD0031,  1815  N.  Lynn 
Street,  Arlington,  VA  22209.  Or  call 
1-800-628-6860. 

It's  a  question  of  proper  housekeeping 
in  the  only  home  we've  got. 


Qonservancy 


60-CA 


Conservation  Through  Private  Action 


MALAYSIA  AIRLINES  GOLDEN  CLUB 


Your  wider,  more  comfortable  seat  with  generous  legroom  is  never  more 
than  one  from  the  aisle.  You  have  a  choice  of  3  entries  accompanied  by 
the  finest  wines,  liquors  and  liqueurs  Your  exclusive,  private  cabin  is  on  the 
upper  deck,*  As  you  can  see,  business  travel  on  Malaysia  Airlines  is  second 
to  none. 

Look  beyond  all  these  privileges  (which  are  expected  in  business  travel  today 
anyway),  and  you'll  find  distinctive  pleasure  in  an  inflight  service  renowned 
for  genuine  warmth  and  charm  that  only  Malaysians  can  offer.  On  the  airline 
that  believes  in  keeping  one  of  the  highest  crew/passenger  ratios  on  board. 

That's  why  business  travellers  who  expect  more  than  the  obvious  opt  for 
the  total  unique  experience  on  any  of  our  3  weekly  flights  to  Tokyo,  On 
Malaysia  Airlines  Golden  Club  For  them,  there's  no  better  way  to  go  East. 

'on  747-400  and  747-300  services 


ENCHANTMENT  WHEREVER  YOU  FLY 


AMMAN«AMSTERDAM-AUCKLAND»BANDAR  SERI  BEGAWAN-BANGKOK'BEIIINC  |PEKINCI«BRISBANE«BRUSSELS«COLOMBO»DELHI«DENPASAR«DUBAI»FRANKFURT«FUKUOKA»CUANGZHOU  ICANTONI 
•HAT  YAI-HO  CHI  MINH  CITY-HONG  KONG»HONOLULIJ-ISTANBUL«IAKARTA«IEDDAH»KARACHI«KUALA  LUMPUR-LONDON-LOS  ANCELES-MADRAS-MANILA-MAURITIUS-MEDAN-MELBOURNE 
-PARIS-PERTH-PHUKET-PONTIANAK-SEOUL-SINCAPORE-SYDNEY-TAIPEI-TOKYO-ZURICH  £,  ?3  DESTINATIONS  WITHIN  MALAYSIA 

FOR  RESERVATIONS  CONTACT  YOUR  FAVOURITE  TRAVEL  AGENT  OR  CALL  MALAYSIA  AIRLINES  LOS  ANGELES  TEL  |2  I  31  642-084')  OR  CALL  OUR  TOLL-FREE  NO  1-800-421-8641 

SAN  FRANCISCO  TEL  14151788-0555  CHICAGO  TEL  |3  1  21  Q43-0'525  NEW  YORK  TEL  12121  607-8W4  6E-CA 


Isee  your  glass  of  vodka 
is  half  empty,  fiatasha7 


1see  Has  half  full  Vladimir. 


Wait  a  minute,., 
you're  not  Vladimir! 


ICY  COLD.  ICY  CLEAR.  ICY  VODKA. 
ITS  SMOOTH  AS  ICE. 

Vodka  40%  Ale  by  Volume  Imported  by  Brown-Forman  Beverage  Co  .  Louisville,  KY  ©  1989 
To  send  a  gift  of  ICY  Vodka,  call  1-800-BE-THERE  Void  where  prohibited 
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STORIES 


A  Top  Coach's 
Game  Plan 
for  Victory 
m  Football 
and  in  Liie 


From  George  .\llen  — "a  bom  motivator  [whose]  guidelines  are 
as  ^  aluable  in  business  as  in  the  sports  world." 

—  President  (ierald  R.  Ford 

Applying  the  principles  that  he  used  to  become  one  of  the  most  snecesst'nl 
coaches  in  history,  ( leorge  Allen  prox  ides  a  nniqne  game  plan  tor  winning  in  all 
w  alks  ot  lite.  "It'  1  were  pntting  together  a  team  of  the  eoimtry  s  best  mot i\  a tors, 
George  Allen  would  be  on  my  tirst-string.  In  fact,  when  we  were  tlat  on  our 
backs  at  Chrysler,  I  asked  George  to  gi\'e  a  pep  talk  to 
our  dealers ...  Not  a  lot  of  people  make  it  to  the  top. 
George  Allen  has,  and  Strdtciiics  for  Winning 
explains  why."  —  Leclacocca 


GEORGE  ALLEN 

MIcmHERSKOWlTZ 


From  a  leading  expert  on  how  mediation  works  — 
ind  how  it  ean  work  for  you 

n  clear,  nontechnical  language,  lawyer  and  mediator  i'eter  Loxcnheim 
explains  how  mediation  can  he  a  quick,  priv  ate,  inexpensix  e,  fair',  and  effec- 
ive  alternative  to  litigation.  This  comprehensi\  e  guide  cox  ers  divorce  medi- 
ition,  alternati\'e  dispute  resolution,  community  mediation;  prov  ides  a 
;tate-by-state  listing  of  2,^0  public  mediation  centers;  and  offers  ninnerous 
examples  including  two  complete  sample  agreements. 


From  a  respected  industrial  psychologist  whose 
motivational  techniques  arc  being  used  effectively 
across  America 

Working  from  hands-on  experience  and  research  with  such 
Fortune  500  companies  as  Disneyland,  3-M,  Kodak,  Kentucky 
Fried  Chicken,  and  many  others.  Beyond  the  Bottom  Line  offers 
an  innovative  array  of  ideas  for  rekindling  enthusiasm  in  the 
\merican  workplace.  How  to  use  power,  why  lousiness 
leaders  must  develop  communication  skills,  how  far 
money  can  be  used  as  motivation  — these  are  just  a  few 
of  the  fundamental  concepts  Dr.  Claude  Farley 
\       details  in  this  indispensable  guide  for  today's 
p«»  business  leaders. 
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A\'ail.-ihic  at  yuur  local 
book.sturc,  or  hy  LMlliii^; 
with  credit  card  orders 
l-S0l»-2-MCUlU\V 
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OF  PENSIONS,  PRICES, 

AND  PERIPATETIC  EMPLOYEES 

Rejjarding  your  cover  story  on  pen- 
sion power  ("The  power  of  the  pen- 
sion funds,"  Special  Report,  Nov.  6), 
your  cover  asks  the  question:  "Will  the 
money  be  there  when  you  need  it?" 
There  is  another  question  of  concern  to 
those  pondering  retirement:  What  will 
that  money  buy  if  you 
get  it? 

For  example,  my  best 
guess  is  that  prices  are 
going  to  double  each  10 
years  on  the  average: 
This  assumes  an  annual 
inflation  rate  of  7.18%. 
If  I  were  to  retire  at  65 
and  manage  to  live  to  be 
100,  prices  would  in- 
crease by  11.3  times  dur- 
ing the  35  years  I'd  be 
retired. 

There  are  many  peo- 
ple in  the  U.  S.  who  have 
lived  for  years  in  retire- 
ment. Many  of  them  are  having  a  very 
difficult  time  financially  because  of  the 
unwillingness  and  inability  of  the  federal 
government  to  control  inflation. 

Frank  W.  Kinsman 
Fairport,  N.  Y. 

Your  article  addresses  both  sides  of 
the  question  as  to  who  should  have 
the  money  that  employers  have  set  aside 
for  pension  plans. 

Debate  tends  to  focus  on  money  in 
existing  plans,  with  little  thought  given 
to  the  future  of  the  voluntary  private- 
pension  system.  Pension  funds  came  into 
being  because  employers  wished  to  pro- 
vide a  benefit  to  attract  and  retain  high- 
quality  employees  and  to  reward  loyal 
service.  The  system  works. 

Congress,  however,  continues  to  enact 
rules  that  are  restrictive,  expensive,  and 
complicated.  Business  owners  are  begin- 
ning to  feel  persecuted  for  their  good 
intentions  in  providing  pension  plans.  In- 
creasingly, they  see  the  situation  as  be- 
ing one  of  "no  plan,  no  problems." 

Tomorrow's  workers  will  pay  the  price 
for  today's  meddling,  as  fewer  and  few- 
er new  pension  plans  are  established. 


Can  any  rational  person  expect  Social 
Security  to  make  up  the  difference? 

Lisa  M.  Sprague 
Pension  &  Employee  Benefits  Manager 
U.  S.  Chamber  of  Commerce 
Washington 

■ must  take  issue  with  the  position  that 
a  defined  benefit  plan  is  superior  to  a 
defined  contribution  plan  ("The  new 
breed  of  pensions  that  may  leave  retir-t 
 '  ees  poorer,"  Special  Re- 
port, Nov.  6).  ' 

In  the  past  it  might: 
have  been  true  that  the 
defined  benefit  plans 
were  ideal  for  employ- 
ees who  spent  entire  ca- 
reers with  an  employer. 
Today,  we  have  a  highly 
mobile  work  force,  and  a 
defined  contribution 
plan  offers  employees 
the  opportunity  to  build 
pension  equity. 

Even  with  the  reduc- 
tion of  vesting  require- 
ments to  five  years  for 
defined  benefit  plans,  many  employees 
still  will  not  be  able  to  satisfy  the  time 
requirements  to  vest  in  a  plan.  And  if 
the  time  requirement  is  satisfied,  a  job 
change  will  result  in  the  value  of  the 
em.ployee's  benefit  being  frozen  at  pres- 
ent value.  Without  any  indexing  for  in- 
flation, the  benefit  an  employee  receives 
at  retirement  will  be  of  considerably 
smaller  value. 

The  defined  contribution  plan,  on  the 
other  hand,  provides  employees  with  a 
benefit  that  is  theirs  and  will  follow 
them  from  employer  to  employer.  As  a 
consequence,  the  employee's  benefit  will 
have  the  potential  for  continued  growth. 
For  those  who  advocate  defined  benefit 
pension  plans,  a  solution  is  needed  that 
addresses  the  freezing  of  the  benefit  af- 
ter one  changes  employers. 

Paul  J.  Kostek 
Seattle 

Your  article  fails  to  address  the  im- 
pact inflation  may  have  on  the  liv- 
ing standards  of  participants  in  defined 
contribution  plans.  Not  only  does  a  more 
conservative  asset  allocation  have  impli- 
cations regarding  funds  available  at  re- 
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HPApdla 

I    M  ■    ■    I  Just  as  we  at  Hewlett- 

^Bta  ^^MuX^^i^^^L  L  Ita  Packard  and  Apollo  have 

_     I  brought  our 

■      ■!  ^^tM        / ■      M  V  people  and  our 

^  ^»         ▼  ^-^^  computer  prod- 

ucts together, 

so  we're  bringing  people  and  computers  together  for  our  customers. 
A  We  begin  with  a  commitment  to  team  computing  solutions.  Solutions 
that  grow  out  of  our  unique  consultative  approach  to  your  individual 
business  problems.  Solutions  that  bring  your  engineering  and 
manufacturing  project  groups  together  as  never  before.  A  We  support 
this  commitment  to  team  solutions  with  advanced  yet  affordable 
technologies.  With  full-power  UNIX®  system  workstations  for  under 
$4,000.  With  file  and  compute  servers  that  bring  supercomputer 
performance  to  your  workstation  envirf)nment.  And  with  network 
administration  that  frees  your  team  members  for  the  task  at  hand.  A 
HP/Apollo  team  computing  solutions  are  the  wisest  workstation 
purchase  you  can  make  today.  For  more  information  on  how  we  can 
make  your  team  work  better,  call  HP  at  1-800-752-0900,  Ext.  604L. 


There  is  a  better  way 

KBl  HEWLETT 
mL/iM  PACKARD 


UNIX  is  a  registered  trademarl<  of  AT&T 


intht"i;.S.aii(ii.th(T(niiiiinc's    '  llWf)  Hewlett-Packard  Company  ('I'W(i!ll7 


tion  today,  corrected  for  inflation,  is  low- 
er than  at  any  time  in  the  past,  and 
deregulation  is  the  reason. 

Failure  on  the  part  of  Congress  to 
recognize  that  the  original  regulation  is 
the  cause  of  what  some  congressmen 
perceive  as  problems  could  lead  to  fur- 
ther reregulation,  thereby  exacerbating 
the  industry's  troubles  rather  than  al- 
lowing the  free  market  to  solve  the 
problems  brought  on  by  40  years  of  gov- 
ernment "strangulation." 

William  Vandersteel 
Alpine,  N.J. 

EVEN  MOTOROLA  CAN'T  WIN 

HALF  OF  THIS  MARKET  

Your  article  "The  rival  Japan  re- 
spects" (Cover  Stoi-y,  Nov.  13) 
points  to  what  American  companies 
must  do — and  in  the  case  of  Motorola 
Inc.,  are  doing — to  remain  viable  forces 
in  the  telecommunications  industiy. 

Motorola  is  a  model  worthy  of  emula- 
tion and  a  leading  telecommunications 
manufacturer.  Our  market  research 
firm,  Herschel  Shosteck  Associates,  re- 
gards Motorola  as  a  leader  in  the  cellu- 
lar segment  of  the  telecommunications 
industrv. 


tirement,  inflation  can  drastically  impact 
the  purchasing  power  of  these  funds  and 
consequently  the  standard  of  living  of 
retirees. 

Joseph  S.  Hagler 
Second  Vice-President 
Northern  Trust  Co. 

Chicago 

WHAT  40  YEARS  OF  REGULATION 
DID  TO  THE  AIRLINES 


lemo  to  the  airlines:  Deregula- 
Ition's  days  are  numbered"  (Wash- 
ington Outlook,  Nov.  13)  recites  the  at- 
tempts by  Congress  at  selective 
reregulation  of  the  airline  industry  to 
cope  with  the  disappearance  of  competi- 
tion and  rising  concerns  about  service 
and  safety. 

What  the  proponents  of  reregulation 
so  conveniently  overlook  is  that  the 
"convulsive  changes"  and  problems  are 
a  direct  consequence  of  the  massive  eco- 
nomic distortion  forced  on  the  industry 
by  40  years  of  regulation. 

For  example,  the  hub-and-spoke  sys- 
tems that  developed  since  deregulation 
don't  represent  a  new  idea;  they  are  the 
free-market  solution  to  an  efficient  carri- 
er system.  The  cost  of  airline  transporta- 


However,  the  forecast  of  Motorola 
gaining  "50'"f  of  new  U.  S.  cellular  phone 
sales  by  1990,"  which  you  attribute  to 
us,  applies  only  to  the  portable  segment 
of  the  cellular  telephone  market.  For  the  i 
far  larger  automobile  telephone  seg- 
rnent,  we  see  Motorola  with  a  15%  to 
20%  share. 

This  is  still  a  leadership  position.  How- 
ever, the  competition  remains  far  too  in- 
tense for  Motorola,  or  any  other  compa-  'i 
ny,  to  capture  anything  near  one-half  of 
cellular-phone  sales. 

Herschel  Shosteck 
Herschel  Shosteck  Associates  Ltd. 

Silver  Spring,  Md. 

KEEPING  WORKERS  IN  THE  PINK 
WITHOUT  GOING  INTO  THE  RED 

Your  cover  story  "Ouchl:  Tlif 
squeeze  on  your  health  benefits" 
(Nov.  20)  provides  an  excellent  overview 
of  the  problems  of  rising  health-benefit 
costs  and  how  employers  are  respond- 
ing. However,  your  statement  that  Con- 
trol Data  Corp.  abandoned  its  wellness 
program  is  not  accurate. 

Based  on  research  pointing  to  an  un- 
healthy lifestyle  as  the  underlying  cause 
of  over  half  its  health  care  expenses. 


Whetheryour  y| 


llii 


itoa  building  plans  call 
for  a  functional  approach  or  an  elaborate  design, 
keep  Butler  in  mind.  Our  building 

iniDc,"  -I  -1 

products  and  systems 


are  preferred  by  more  architects,  developers  ^^^i^i^S 

and  owners  around  the 

world.  Call  1-800-232-3794  and 
find  out  why  more  people  are  saying,  "That's  a  Buder  Building!" 

Rigid  Standards.  Flexible  Designs.  Sutler 
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WE 

R  E  LUCTANTLY  A  DM  IT 
THERE  IS 
SOMEONE  WHO 
FLIES  TO  MORE 
PLACES  THAN 
BRITISH  AIRWAYS. 


BRITISH  AIRWAYS 


]'hc  world's  favtmntc'  airliiii.-* 


Control  Data  developed  the  StayWell 
program  to  combat  this  problem  among 
its  own  employees.  The  early  success  of 
the  program  led  Control  Data  to  begin 
marketing  StayWell  products  and  ser- 
vices to  other  companies.  Control  Data 
sold  the  StayWell  business  early  this 
year,  not  because  it  could  not  afford  to 
wait  for  the  long-term  payoff,  but  as 
part  of  an  ongoing  strategy  to  focus  on 
its  core  businesses — computer  systems 
and  services  . 

Control  Data  continues  to  use  the 
StayWell  program  because  extensive 
evaluation  data  indicate  that  the  pro- 
gram saves  more  than  it  costs. 

David  R.  Anderson 

Vice-President,  Operations 
StayWell  Health 

Management  Systems  Inc. 

Eagan,  Minn. 

■ enjoyed  your  article  on  the  squeeze  in 
health  care  benefits  and  the  increas- 
ingly popular  HMO  and  PPO  alternatives 
to  indemnity  health  insurance  coverage. 
Taken  together  with  the  article  "Are 
companies  cutting  too  close  to  the 
bone?"  (Legal  Affairs,  Oct.  30),  you  have 
accurately  described  today's  most  impor- 
tant health  insurance  issues. 


I  must,  however,  clarify  a  quotation  of 
mine  that  appeared  in  the  Nov.  20  Cover 
Story.  Following  a  sentence  that  de- 
scribes critics'  impressions  of  PPOs,  I 
was  quoted — presumably  as  a  critic  of 
PPOs — as  saying  that  doctors  are  "only 
preferred  because  you  get  a  discount, 
not  because  they're  the  best  doctors." 
My  criticism  is  not  of  PPOs  or  of  PPO 
physicians  generally,  but  of  the  practices 
of  certain  PPOs  that  offer  discounts  rath- 
er than  providing  truly  managed  health 
care  and  select  providers  who  offer  dis- 
counts without  providing  cost-effective, 
high-quality  health  care. 

Many  PPOs,  including  my  numerous 
PPO  clients,  have  sought  to  create  a  gen- 
uinely managed  health  care  system  with 
high-quality  providers.  My  criticism  is 
aimed  at  those  entities  that  do  not. 

Richard  A.  Hinden,  Attorney 
Altheimer  &  Gray 
Chicago 

JUST  BEaUSE  COASTAL  SWIMS 
DOESN'T  MEAN  IT'S  A  SHARK 

To  lump  Coastal  Chairman  Oscar  Wy- 
att  with  today's  crop  of  takeover  art- 
ists and  raiders  is  to  completely  miss  the 
point  of  Coastal  Corp.'s  tender  offers 


("The  man  who  strikes  fear  in  the  heart 
of  the  oil  patch,"  People,  Nov.  6). 

Coastal's  acquisition  efforts  follow  a 
deliberate,  strategic  business  plan  for  in- 
creasing the  company's  resources  and 
extending  its  pipelines  into  new  markets, 
thereby  increasing  competition  and  im- 
proving the  reliability  of  the  nation's 
pipeline  network. 

Of  its  five  offers,  two  have  resulted  in 
actual  acquisitions,  and  both  are  text- 
book cases  of  how  mergers  should  be 
handled.  Not  a  significant  asset  has 
been  sold,  nor  were  there  any  wide  re- 
ductions in  staff.  Rather,  all  operations 
have  been  intelligently  integrated  and 
expanded,  many  with  substantial  infu- 
sions of  new  capital. 

It  is  the  successful  integration  of 
these  acquisitions  that  is  responsible  for 
the  quadrupling  of  Coastal's  share  price 
in  the  past  seven  years  and  the  restora- 
tion of  its  bonds  to  investment  grade. 

Jerome  S.  Katzin 
La  Jolla,  Calif. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-4464, 
Telex;  12-7960,  Intl.  499820'!.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Three  Days  That  Will  Forever  Change 
The  Way  You  Attack  Prohlems. 

At  the  Skip  Barber  Racing  Sctiool,  you  strap  yourself  betiirid  the  wheel 
ot  a  Formula  Ford  for  three  days  of  intensive  training  in  the  art  and  science 
of  race  car  driving. 

Alone  in  the  cockpit,  you'll  discover  a  new  level  of  concentration. 
At  speed  you'll  team  to  instantaneously  analyze,  and  then  attack  new 
problems-making  precise  adjustments  in  split  seconds. 

By  the  time  you  take  your  final  checkered  ffag,  you  find  yourself 
chalfenging  limits  you  had  never  even  thought  possible. 

Over  the  years,  the  Skip  Barber  Racing  Program  has  trained 
thousands  of  successful  graduates  from  Indy  500  Drivers  to  executives 
of  Fortune  500  Companies. 

For  a  free  brochure  cafi  (203)  824-0771.  West  of  the  Rockies  caff 
1  (800)  722-7223. 

Special  corporate  and  group  programs  also  available. 


SkipBarber 

RacingSchool 


Skip  Barber  Racing  School  •  Route  I  Canaan.  CT  06018 
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One  online  service  has 
the  best  name  in  business. 


To  rise  above  the  aowd  in  today's 
world,  you  need  the  best. 

Your  competition  simply  won't 
let  you  settle  for  less. 

That's  why  you  need  the  one 
online  service  with  the  best  name 
in  business— Dow  Jones 
News/Retrieval,  from  Dow  Jones  & 
Company  inc.,  publisher  of  The 
IM  Street  Journal. 

Year  after  year,  in  survey  after 
survey  American  business  votes 
Dow  Jones  the  best  name  in  the 
publishing  industry. 

Now  Dow  Jones  News/Retrieval 
is  setting  the  standard  by  wltich  all 
online  business  services  will  be 
judged.  Providing  the  timely  news 
anci  information  you  need  to  make 
wise  business  decisions.  Breaking 
more  cridcal  stories  than  other 
services.  Meticailously  verifying  the 
accuracv'  of  our  reports.  And  pio- 
neering breakthrough  technologies 
to  guarantee  even  the  most 
computer-wary  professional  can 
use  our  service  with  ease. 

Business  professionals  in  most  of 
the  R)rtune  500  already  count  on 
our  special  brand  of  online  infor- 
mation. Call  1-800-215-3F0  Ext.  649 
today  for  more  information  on  how 
we  can  give  you  the  same  edge. 

And  get  the  best  name  in 
busmess  for  yom-self , 

Dow  Jones 
News/Retrieval 

Online  with  business. 


IS'  WS")  Dow  loni's  &  Lonip.irv,  Ini  All  nglib  reserved. 
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One  bank  knows  that  investors 
in  corporate  debt  can  turn  up  in 
tne  middle  of  nowhere 


weVe  Mt 
an  investor  network  that  rmches 
to  the  ends  of  the  earttL 


The  globalization  of  business  has  compelled 
many  American  corporations  to  reshape  their 
operations. 

So  the  need  for  ways  to  structure  the 
financing  oj  these  deals  and  to  raise  the  capital 
that's  necessary  to  execute  all  of  them  success- 
fully has  grown  dramatically. 


State  i  pap, 


Which  is  why  we  are  playing  such  an  impoi 
tant  role  in  corporate  finance  in  the  United 
and  globally.  Our  twenty-five  sales  and  trading 
operations  around  the  world  serve  a  network  o] 
investors  in  over  one  hundred  countries  with 
complete  range  of  our  investment  products. 

In  Europe,  for  example,  we  are  firmly  estat 


m 

per, 


Insvi 


<?)  1989  The  Chase  Manhanan  Corpurunun 


?d  as  one  of  the  top  dealers  in  Eurocommer- 
paper,  acting  on  more  tiian  one  hundred  and 
nty  programs  for  issuers  around  the  world. 

In  syndications,  we've  been  at  the  top  of  the 
;ue  tables  consistently  for  over  a  decade. 

And  we're  currently  the  leader  in  global 
tritized  private  placements. 


Few  companies  won't  undergo  changes  in 
their  corporate  structure  as  the  world  rapidly 
becomes  one  marketplace. 

Which  is  why  it's  so  reassuring  to  know  that 
no  matter  how  complex  your  corporate  finance 
needs  might  be,  one  bank  will  go  to  the  ends  of 
the  earth  to  accommodate  them. 
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THE  TEN  BEST 

BUSINESS  BOOKS  OF  THE  YEAR 


ooks  that  go  behind  the  scenes  at 
corporations — stories  grounded  in 
people  and  events — generally 
make  the  liveliest  business  reading.  And 
many  such  books  appeared  in  1989. 

With  the  Presidential  election  history, 
the  flood  of  books  addressing  economic 
policy  slowed.  By  contrast,  the  number 
of  corporate  sagas  seemed  to  mount — 
sometimes  alarmingly.  But  several  stood 
out — well-told  tales  offering  fresh  news 
or  understanding.  Half  of  BUSINESS 
week's  choices  for  the  year's  best  busi- 
ness and  economics  books  are  corporate 
inside  stories. 

Perhaps   the   liveliest  is  Lia>''s 
Poker:  Rising  Through  the  Wreck- 
age on  Wall  Street  (Norton).  It  is 
an  insightful  look  at  Salomon 
Brothers  in  the  mid-1980s. 

As  described  by  author 
Michael  Lewis,  who  joined 
the  firm  as  a  25-year-old 
trainee,  the  scene  inside  Sol- 
ly's bond-trading  room  was 
a  carnival  of  obscenity,  prac- 
tical jokes,  and  junk-food 
pig-outs.  But  the  fun  had  its 
dark  side.  Inexperienced 
young  employees  such  as 
Lewis,  who  was  an  art  histo- 
ry major  with  a  stint  at  the 
London  School  of  Economics 
under  his  belt,  were  earning 
enormous  sums;  in  his  sec- 
ond year,  Lewis  earned  a 
$225,000  bonus.  And  the  big 
bucks,  as  he  tells  it,  often 
came  at  the  clients'  expense. 

In  West  of  Eden:  The  End 
of  Innocence  at  Apple 
Computer  (Viking),  journal- 
ist Frank  Rose  chronicles 
the  wrenching  changes  at 
Apple  from  the  time  Steve 
Jobs  hired  John  Sculley  as 
president  in  1983  until  late 
1985,  when  Sculley  forced 
Jobs  out.  Written  in  a  wry, 
authoritiilive  tone,  the  book 
successfully  captures  the 
spirit  of  Apple  under  Jobs. 

As  Rose  sees  it,  shared 
delusions  bound  Sculley  and 
Jobs  until  Apple  ran  into 
trouble.  Then  Jobs  grew 
wary  of  Sculley,  who  was, 
after  all,  just  a  marketing 


guy,  and  Sculley  stopped  listening  to 
Jobs.  But  beyond  the  souring  of  one 
friendship.  Rose  tells  of  a  group  of  quix- 
otic Californians  who  created  a  $1  billion 
corporation,  then  saw  their  dreams  col- 
lide with  the  realities  of  business. 

Just  out  and  still  to  be  reviev/ed  in 
these  pages,  the  engrossing  Down  to 
the  Wire:  UPl's  Fight  for  Survival 
(McGraw-Hill)  describes  a  financial 
nightmare.  Battered  by  a  series  of  inept 
owners,  UPl  has  teetered  on  the  brink  of 
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DOWN  TO  THE  WIRE:  UPl's  Fight  for  Survival 

Gregory  Gordon  and  Ronald  E.  Cohen 

LIAR'S  POKER:  Rising  Through  the  Wreckage  on  Wall  Street 

Michael  Lewis 

ONE  UP  ON  WALL  STREET:  How  to  Use  What  You  Already  Know/ 
to  Make  Money  in  the  Market 

Peter  Lynch  with  John  Rothchild 

RUDE  AWAKENING:  The  Rise,  Fall,  and  Struggle 
for  Recovery  of  General  Motors 

Maryann  Keller 

THE  DEBT  AND  THE  DEFICIT: 
False  Alarms/Real  Possibilities 

Robert  Heilbroner  and  Peter  Bernstein 

THE  ENIGMA  OF  JAPANESE  POWER 

Karel  van  Wolferen 

THE  NEW  COMPETITORS: 

Wow  Foreign  Investors  Are  Changing  the  U.S.  Economy 

Douglas  P.  Woodward  and  Norman  J.  Glickman 

THE  NEW  REALITIES:  In  Government  and  Politics/ 
In  Economics  and  Business/  In  Society  and  World  View 

Peter  F.  Drucker 

WEST  OF  EDEN:  The  End  of  Innocence  at  Apple  Computer 

Frank  Rose 

WHEN  THE  MACHINE  STOPPED: 
A  Cautionary  Tale  from  Industrial  America 

Max  Holland 


collapse  for  well  over  a  decade  and  re- 
tains but  a  pale  glimmer  of  its  former 
glory.  Authors  Gregory  Gordon  and 
Ronald  E.  Cohen,  who  covered  the  tur- 
moil for  UPI,  were  fired  when  they  re- 
fused to  let  UPI  review  their  manuscript. 
Their  breathless  but  newsy  account 
shows  that  without  the  dedication  of 
grunt-level  employees,  UPI  would  have 
written  its  own  obituary  years  ago. 

Rude  Awakening:  The  Rise,  Fall, 
and  Struggle  for  Recovery  of  General 
Motors  (William  Morrow)  is  an  ambi- 
tious and  satisfying  exploration  of  GM 
Chairman  Roger  B.  Smith's  time  at  the 
top.  As  noted  auto  analyst  Maryann  Kel- 
ler tells  it,  when  Smith  took  charge  in 
1981,  GM's  culture  was  more  in  need  of 
retooling  than  its  cars. 

According  to  Keller,  a  numiber  of 
flaws  with  which  GM  entered  the  1980s 
persist.  Among  them  are  parochialism — 
many  GM  executives  don't 
understand  the  success  of 
their  Japanese  rivals — and 
contemptuous  pater- 
nalism" that 
shields  employees 
from  account- 
ability. GM's  radi- 
cal reorganiza- 
tion, which  was 
announced  in  1984, 
and  its  joint  venture 
with  Toyota  Motor  in 
California  have  been 
traumatic,  Keller 
says,  but  real  change 
remains  elusive. 

The    focus  of 
When  the  Machine 
Stopped:  A  Cau- 
tionary Tale  from 
Industrial  America 
(Harvard  Busi- 
ness School 
Press)  is  a  small, 
little-known  com- 
pany. Author 
Max  Holland  uses 
the  story  of  a  Los 
Angeles-area  ma- 
chine-tool maker, 
Burgmaster  Corp., 
lo  explore  why  many 
U.  S.  industries  can 
no  longer  compete. 

Founded  in  1944 
by  Czech  immigrant 
Fred  Burg,  the  com- 
pany was  a  thriving 
million  enter- 
prise   in  1965, 
when  it  sold  out 
to  conglomerate 
Houdaille  Indus- 
tries Inc.  Burg's 
hands-on  guid- 
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At  1.500  degrees  F'ahrcnheit.  dressins; 
for  success  is  iki  cliche.  It's  a  matrer  of 
life  and  death. 

Which  is  why  DuPont  engineers 
worked  to  create  Nomex''  and  Ke\  lar'* 


fire  resistant  fibers.  The  remarkable 
performance  of  these  fibers  has  made 
them  the  standard  for  state-of-the-art 
firefighting  clothing  all  o\  er  the  world. 

.\nd  e\  en.  dav,  thev  not  only  sa\'e  the 
lives  of  thousands  of  firefighters  rushing 


into  fires,  but  those  thev  carrvoutas 
well. 

At  DuPont.  we  make  the  things  that 
make  a  difference. 


Better  till U'^s  for  better  Ikiu'i. 
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:e  was  replaced  by  modern  manage- 
nt  techniques  imposed  from  afar, 
h  disastrous  results.  In  1979,  Hou- 
lle  was  purchased  in  a  leveraged 
,'out  led  by  Kohlberg  Kravis  Roberts 
Zo.  The  LBO,  in  Holland's  view,  crip- 
d  Burgmaster  by  creating  pressure  to 
lerate  cash.  By  1985,  debilitated  by 
it,  competition,  and  a  sickly  market, 
rgmaster  was  shuttered, 
lolland  is  highly  critical  of  govern- 
nt  policies  that  encourage  LBOs  and 
culation  instead  of  productive  invest- 
nt.  The  nitty-gritty  of  machine  tools 

be  tough  going,  but  this  is  a  provoc- 
'e,  often  fascinating  study. 
)f  books  that  tackled  large  economic 
I  business  issues  in  1989,  none  encom- 
ses  more  than  The  New  Realities:  hi 
vemment  and  Politics/In  Econom- 
and  Business/In  Society  and  World 
■w  by  Peter  F.  Drucker  (Harper  & 
ff).  According  to  the  economist  and 
nagement  guru,  between  1965  and 
3,  the  world  crossed  a  "divide"  to 
V  political,  social,  and 
nomic  realities, 
n  accessible  prose, 
acker  lays  out  the 
ids  that  concern  execu- 
!s:  the  globalization  of 
rkets,  what  he  calls  the 
th  of  the  Soviet  em- 
i,  the  Information  Rev- 
tion.  While  Drucker 
letimes  dresses  up  sim- 

ideas  in  lofty  terms, 
;  New  Realities  is  a 
nulating  analysis  of  trends  that  will 
w  in  significance. 

)ne  of  the  most  controversial  con- 
ns facing  U.  S.  business  is  foreign  in- 
tment.  With  hundreds  of  billions  of 
lars  flowing  from  overseas,  many 
imentators  are  inclined  to  exaggerate 
benefits  or  harm  such  investment 
igs.  In  The  New  Competitors:  How 
••eign  Investors  Are  Changing  the 
S.  Economy  (Basic  Books),  profes- 
s  Norman  J.  Glickman  of  Rutgers 
iversity  and  Douglas  P.  Woodward  of 
University  of  South  Carolina  expose 
misperceptions  at  each  extreme, 
'he  authors  dispute  the  proposition 
t  foreign  investment  necessarily  cre- 
s  jobs  or  lowers  imports.  But  they 
.nt  as  pluses  the  capital,  technology", 
1  management  practices  that  foreign 
estors  bring.  The  New  Competitors 
;s  far  toward  closing  what  the  au- 
rs  call  America's  "ignorance  gap" 
)ut  foreign  investment. 
lie  Debt  and  the  Deficit:  False 
irms/Real  Possibilities  (Norton) 
kes  a  brief,  remarkably  clear  case 
linst  prevailing  assumptions  about  its 
)ject.  Economists  Robert  Heilbroner 
1  Peter  Bernstein  argue  that  neither 


alf  of  the 
titles  on 
1989's  list 
are  tell-all 
corporate 
tales 


the  national  debt  nor  the  budget  deficit 
is  as  disastrous  as  is  generally  believed. 

When  viewed  as  a  percentage  of  GXF', 
they  contend,  the  debt  is  smaller  than  in 
the  1950s  and  1960s.  Compared  with  the 
debt  of  other  industrialized  nations,  it  is 
not  particularly  large.  And  the  deficit, 
when  subjected  to  normal  business  ac- 
counting methods,  shrinks  dramatically. 

Heilbroner  and  Bernstein  think  atten- 
tion should  be  paid  instead  to  integrat- 
ing the  U.  S.  economy  into  the  world 
economy,  keeping  inflation  in  check,  and 
ending  urban  decay.  Their  position  is 
controversial,  but  their  lucid  little  book 
has  helped  focus  the  deficit  debate. 

The  Japan  book  of  1989  is  The  Enig- 
ma of  Japanese  Power  (Knopf),  a  chal- 
lenge to  our  understanding  of  that  coun- 
try's political  workings.  Author  Karel 
van  Wolferen,  a  Dutch  journalist,  holds 
that  Japan's  parliamentary  democracy  is 
a  veneer:  Voters  have  no  real  choice  of 
leaders  or  policies. 
Rather,  .Japan's  power  structure  con- 
sists of  warring  factions; 
there's  no  accountability 
at  the  core.  The  message 
for  Japan's  trading  part- 
ners: Japanese  politicians 
have  no  means  of  deliv- 
ering on  promises 
to  open  markets 
or  boost  imports. 
Enigma's,  picture 
of  Japanese  life  is  ex- 
■ssively  bleak,  and 
some  critics  have  noted 


that  the  bureaucrats  van  Wolferen  de- 
rides have  guided  Japanese  industrj'  to 
global  dominance.  But  this  impressively 
researched  book  is  a  welcome  counter- 
weight to  the  cultural  introductions  and 
how-to  business  manuals  that  Japan  con- 
tinues to  inspire. 

Investment  guides  are  also  hardy — 
and  often  predictable — perennials  among 
business  books.  This  year,  however, 
brought  an  exceptional  one:  One  Up  on 
Wall  Street:  How  to  Use  What  You  Al- 
ready Know  to  Make  Money  in  the 
Market  (Simon  &  Schuster)  by  Peter 
Lynch,  who  manages  Fidelity  Magellan 
Fund,  the  largest  ($10  billion)  mutual 
fund  on  the  planet. 

Lynch  practices  value  investing — se- 
lecting stocks  he  believes  are  worth 
more  than  their  price  and  waiting  for 
the  market  to  agree.  In  this  sensible, 
persuasive,  and  easy-to-read  book,  he  ad- 
vises amateurs  to  disdain  the  picks  of 
market  mavens  and  invest  in  companies 
they  know.  Ironically,  Oyie  Up  amounts 
to  a  convincing  argument  for  buying  in- 
dividual stocks  rather  than  diversified 
mutual  funds  such  as  Fidelitj'  Magellan. 

BY  DENISE  DEMONG 

Denise  Demong  edits  the  Books  section. 
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conomic  Viewpoint 


AMERICA'S 
SELF-LOATHING 
EVEN  HAS  JAPAN 
CONVINCED 


BY  PAUL  CRAIG  ROBERTS 


Akio  Morita  and  Sliintaro 
Ishihara  claim  that  a  racist  and 
economically  bankrupt  U.  S. 
is  treating  Japan  unfairly. 
Where  did  they  get  their 
ideas?  From  .America 


PAUL  CRAIG  ROBERTS  hC_DS  THE 
WILLIAM  E,  SIMON  CHAIR  OF  POLITICAL  ECCNOMY 
AT  THE  CENTER  FOR  STRA7E  llC 
&  :NTERNATI0NAL  studies  IN  WASHING!  ,:j 


AS  the  U.  S.  nears  the  close  of  the 
1980s,  it's  fair  to  say  that  seldom 
has  a  country  achieved  so  much 
and  perceived  its  achievement  as  so  lit- 
tle. Indeed,  we  have  covered  our  most 
successful  10  years  in  the  postwar  era 
with  so  much  self-deprecation  that  we 
have  unwittingly  managed  to  revive  Jap- 
anese nationalism. 

In  this  decade,  the  Republican  Estab- 
lishment, hostile  journalists,  and  far-left 
cranks  have  expressed  their  resentment 
of  Ronald  Reagan's  success  by  their  con- 
stant outpouring  of  cataclysmic  predic- 
tions about  the  future  of  the  U.  S.  econo- 
my. In  such  an  environment,  it's  not 
enough  for  our  leaders  to  defend  their 
economic  triumphs  against  left-wing 
pundits  such  as  current  favorite  Ravi 
{The  Great  Depression  of  1990)  Batra; 
they  also  must  contend  with  such  doom- 
sayers  as  former  Commerce  Secretarj- 
Pete  Peterson  and  Harvard  University 
Professor  Benjamin  Friedman. 

This  syndrome  of  despair  had  little  im- 
pact on  the  economy  and  the  financial 
markets,  whose  soaring  performance 
has  overfunded  people's  pensions.  But 
judging  from  the  favorable  reception  in 
Japan  to  an  incendiaiy  book  as  yet  un- 
published in  English,  the  Japanese  are 
inclined  to  take  our  predictions  of  our 
demise  seriously. 

The  book  is  The  Japan  that  Can  Say 
'Xo':  The  New  U.  S.-Japan  Relations 
Card,  a  bootleg,  English-language  ver- 
sion of  which  is  being  widely  circulated 
in  Washington.  In  alternating  chapters, 
Shintaro  Ishihara.  a  recent  candidate  for 
Prime  Minister,  and  Sony  Corp.  Chair- 
man Akio  Morita  warn  that  America  is 
washed  up  economically  unless  it  mends 
its  ways.  They  advise  their  compatriots 
to  start  behaving  like  the  great  power 
they  are  and  learn  to  resist  U.  S.  pres- 
sures by  simply  saxing  "no." 
'MAD  DOGS.'  In  the  original  Japanese  ver- 
sion. Ishihara  argues  that  Japan  could 
"upset  the  entire  militarj-  balance"  by 
selling  its  technology-  to  the  Soviet 
Union  while  refusing  it  to  the  U.  S.  To 
justify  such  a  policy,  Ishihara  explains 
that  "American  racial  prejudice  toward 
Japan  is  verj"  fundamental"  and  is  the 
reason  the  U.  S.  "dropped  the  atomic 
bomb  on  Japan,"  not  on  Germany.  More 
over,  he  wTites,  while  the  Japanese  "are 
in  essence  protecting  American  inter- 
ests," Americans  "behave  more  like  mad 
dogs  instead  of  watchdogs." 

The  gist  of  the  book's  message  is  that 
the  U.  S.  has  lost  its  strength  and  is 
tr}-ing  to  compensate  by  treating  Japan 
unfairly.  Sony's  Morita  writes  of  Ameri- 
ca's "economic  hollowing-out,"  saving 
that  the  nation  must  "return  to  indus- 
tries that  make  real  goods."  Morita,  of 
course,  has  been  saying  this  for  years. 


What's  new  is  that  more  Japanese 
listening  to  him.  i 

Morita  and  Ishihara  don't  criticize] 
America  just  for  the  fun  of  it.  Their, 
purpose  is  to  boost  Japan's  morale  so 
that  the  Japanese  develop  "the  pride  and 
confidence"  to  "behave  in  accordance" 
with  their  leading  status  in  the  world 
today.  "This  is  especially  important  for 
Japanese  diplomats,"  who,  they  say,  will 
otherwise  continue  to  allow  the  arro- 
gant, h^-pocritical  Americans  to  treat  Ja- 
pan unfairly. 

In  the  final  chapter,  Ishihara  exhorts 
his  compatriots  that  "the  time  has  come 
for  Japan  to  tell  the  U.  S.  that  we  do  not 
need  American  protection. . . .  We  need 
Asia  more  than  we  need  America."  This 
comes  after  Ishihara's  assertion  that 
politicians  in  the  U.  S.  have  indicated 
"that  since  both  Americans  and  the  Sovi- 
ets are  white,  at  a  final  confrontation, 
they  might  gang  up  against  a  nonwhite 
Japan." 

CLEARER  HINDSIGHT.  Many  Japanese  are 
likely  to  find  the  Morita-Ishihara  argu- 
ments persuasive.  That  could  play  into 
the  hands  of  Japan-bashers  in  the 
U.  S. — and  harm  the  American-Japanese 
alliance.  It's  unfortunate  that  our  own 
alliances  are  experiencing  strain  just  as 
the  collapse  of  the  Soviet  empire  creates 
new  instabilities  in  the  world  arena. 

The  U.  S.  cannot  expect  to  exercise  a 
world  leadership  role  when  its  own 
"opinion  elite"  presents  a  picture  of 
American  economic  failure.  As  the  1980s 
pass  into  history,  it  behooves  us  to  gain 
a  more  thoughtful  perspective  on  this 
epochal  decade,  which  I  believe  has 
brought  the  reemergence  of  private 
property  out  of  socialism  and  set  the 
stage  for  a  new  era  of  American  leader- 
ship. The  turnaround  in  world  historv' 
owes  much  to  Ronald  Reagan  and  Mar- 
garet Thatcher,  who  insisted  that  a  re 
furbished  capitalism  would  renew  their 
societies.  The  extraordinary  political  suc- 
cesses of  these  two  leaders  attest  to  the 
success  of  their  policies. 

When  the  decade  began,  no  "reputa- 
ble" economists  believed  that  the  U.  S. 
economy,  mired  in  stagflation  and  mal- 
aise, was  about  to  enter  the  longest  ex- 
pansion in  its  historv'  with  no  rise  in  the 
rate  of  inflation.  Similarly,  no  expert  ex- 
pected that  Britain  and  France  would 
privatize  their  economies,  that  China 
would  open  stock  markets,  or  that  the 
Soviet  Union  would  commit  itself  to  a 
path  of  reform,  which,  if  successful,  will 
replace  Marxist  economics  with  a  profit 
system. 

On  the  eve  of  1990.  America  is  poised 
for  a  new  era  of  leadership.  But  our 
despair  at  our  own  success  will  convince 
the  world  only  that  we  are  psychologi- 
cally unfit  for  the  job.  ■ 
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Ken  Olsen 

On  Teamwork 

And  The  , 
Entrepreneurial 

Spirit. 


"One  of  the  things  I  loved  about 
Digital  when  it  was  a  small  company 
was  the  way  we  worked  together. 
We  shared  information,  energy  and 
ideas  with  a  real  sense  of  entrepre- 
neurial teamwork. 

"Keeping  that  spirit  of  entrepre- 
neurial teamwork  alive  was  the  key 
to  our  success  as  we  grew  into  a 
large  company.  And  it  was  one 
reason  we  developed  the  network- 
ing products  we  did. 

"As  our  company  grew,  com- 
puter networking  was  the  way  we 
maintained  our  ability  to  share 
work,  communicate  our  ideas,  and 
all  keep  working  together  toward 
common  goals. 

"Early  on,  we  realized  this  net- 
work had  to  be  simple  and  elegant. 
It  had  to  work  simply  by  plugging  it 
in.  It  had  to  keep  the  system  up  and 
running,  even  when  we  added  peo- 
ple or  changed  their  assignments.  It 
had  to  be  cost  effective,  so  everyone 
could  be  part  of  the  network.  And  it 
had  to  go  far  beyond  merely  sharing 
data,  and  actually  enable  our  people 
to  work  interactively  together-like 
our  scientists  in  research  labs  in 
France,  Massachusetts  and  Califor- 
nia, who  must  be  linked  closely  as 
they  develop  new  technologies.  Or 
our  semiconductor  engineers  in 
Massachusetts,  Scotland  and  Israel, 
who  design  new  chips  as  a  team, 
despite  being  separated  by  half  the 
globe. 

"Today,  Digital  has  the  largest 
private  data  network  in  the  world, 
serving  over  100,000  people  at 
nearly  500  sites.  And  we're  one  of 
the  world  s  leading  suppliers  of  net- 
worked computer  systems. 

"You  will  find  our  products 
wherever  the  spirit  of  entrepre- 
neurial teamwork  is  strong." 

The  rewards  of  working  together. 

For  a  white  paper  on  how 
Digital  gives  companies  the  power 
of  teamwork,  write  to  Digital  Equip- 
ment Corporation,  T^icritcil 
200  Baker  Avenue,  -L^lglL*^ 
Concord,  MA  l^jaQ 
01742-2190.  ^^r^ 


man  doesn't  score  an  eagle  every  day. 

Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth.  So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men 
of  Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos 
in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Christmas,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you. 

And  let  any  moment  worth  savoring  linger  in  your  mind  with  all  the 
taste  and  aroma  of  a  Macanudo. 

MAC  AN  U  DO.  The  Ultimate  Cigar  . 


i'Paeitj'.L 

J  Hough  ti) 


conomic  Trends 


<ATHLEEN  MADIGAN 


ISINESS  INVESTMENT 
lULD  STILL 

m  SOME  STEAM  LEFT 


orporate  earnings  aren't  expected  to 
Isizzle  next  year,  and  as  a  result, 
?t  analysts  expect  the  two-year 
irge  in  capital  spending  to  fizzle.  But 
nd  A.  Levine,  chief  economist  at  San- 
1  C.  Bernstein  &  Co.,  doesn't  think 

boom  is  over  just  yet. 
evine  points  out  that  spending  on 
it  and  equipment  historically  has 
wn  faster  than  the  general  economy 
ing  the  late  stages  of  a  business  cy- 

even  though  corporate  profits  are 
ally  falling  during  such  periods.  In 
he  says,  in  the  last  few  quarters  of 
;t  recent  expansions,  investment  in 
it  and  equipment  has  supplied  one- 
d  of  all  the  increase  in  the  gross 
lonal  product.  Yet  such  spending  ac- 
nts  for  only  about  one-eighth  of  the 
nomy. 


CAPITAL  SPENDING: 
ANOTHER  STRONG  YEAR? 


■90* 


SPENDING  ON  PLANT  AND  EQUIPIWENT 

ADJUSTED  FOR  INFLATION 


'ERCENT  CHANGE 

DATA:  COMMERCE  OEF^,  SANfORD  C.  BERNSTEIN  &  CO. 


'PROJECTION 


'he  boost  in  capital  spending,  argues 
ine,  comes  not  from  profits  but  from 
h  capacity-utilization  rates — defined 
above  S2% — that  occur  late  in  an  ex- 
sion.  Levine  says  that  when  factories 

going  at  near  full  tilt,  companies 
ik  that  demand  will  continue  strong, 

they  are  more  apt  to  invest  in  plant 

equipment." 
Light  now,  the  nation's  industrial  sec- 

is  using  about  83%  of  its  available 
acity.  Levine  thinks  that  rate  is  high 
ugh  to  support  an  8%  rise  in  capital 
nding  in  1990,  on  top  of  the  nearly  7'X 
'ease  expected  for  this  year  (chart), 
md  even  though  data  on  operating 
3S  are  available  only  for  factories. 


mines,  and  utilities,  Levine  thinks  that 
"if  manufacturers  are  operating  at  high 
rates,  it  is  also  true  that  other  industries 
are  operating  at  a  high  rate,"  since 
gains  in  employment  and  income  in 
manufacturing  support  spending  in  oth- 
er sectors  of  the  economy,  such  as  ser- 
vices. So,  he  says,  expect  healthy  in- 
creases in  the  capital  budgets  for  most 
other  industries  as  well. 


CONSUMERS:  WHAT 
TURNS  FREE-SPENDERS 
INTO  TIGHTWADS 


ost  economists  forecast  consumer 
[spending  by  using  "real"  interest 
rates,  that  is,  interest  rates  minus  the 
expected  inflation  rate.  The  reason  is 
that  the  true  cost  of  borrowing  is  the 
difference  between  the  interest  paid  on 
the  loan  and  how  much  a  consumer 
saves  by  buying  a  product  now  before 
its  price  rises.  Thus,  if  car  prices  are 
rising  by  10%  annually,  and  auto  financ- 
ing charges  are  14%,  the  real  cost  of  an 
auto  loan  is  only  4%  per  year.  Moreover, 
goes  the  theory,  in  periods  of  high  infla- 
tion, consumers  are  more  willing  to  take 
on  debt  because  they  pay  back  the  loans 
with  cheaper  dollars. 

But  James  A.  Wilcox,  a  professor  of 
economic  policy  at  the  University  of  Cali- 
fornia at  Berkeley,  thinks  that  the  argu- 
ments for  using  real  interest  rates  don't 
hold  water.  Wilcox  examined  consumer 
spending  patterns  in  the  U.  S.  from  1955 
to  mid-1989,  and  concludes  that  the  cur- 
rent market  rate — not  the  real  interest 
rate — was  the  significant  factor.  He  also 
finds  that  "surprisingly,  spending  on 
nondurables  and  services  reacts  about 
as  strongly  to  interest  rates  as  does 
spending  on  durables,"  such  as  autos, 
that  are  usually  financed. 

Wilcox  theorizes  that  the  connection 
between  current  interest  rates  and 
spending  has  to  do  with  the  monthly 
payments  associated  with  most  loans. 
Banks  and  other  lenders  determine  a 
household's  credit  line  by  the  income 
available  to  make  monthly  payments.  As 
interest  rates  rise,  whether  because  of 
higher  inflation  or  because  of  a  faster 
economy,  banks  and  other  lenders  start 
to  lower  the  credit  limits  for  households, 
and  spending  falters. 

If  Wilcox  is  right,  economists  who  use 
real  interest  rates  may  be  off  the  mark 
on  their  forecasts  of  weak  consumer 
spending  over  the  next  few  months. 
Market  interest  rates  have  dropped  by 
IV2  percentage  points  since  March,  while 
the  inflation  rate  has  edged  down  by 
one-third  of  that  amount.  Yet  real  inter- 
est rates  are  still  relatively  high,  and 


according  to  most  forecasters,  house- 
holds would  be  expected  to  keep  their 
credit  cards  under  lock  and  key.  But  ac- 
cording to  Wilcox'  findings,  the  steep 
fall  in  market  rates  means  that  consum- 
ers may  not  be  stingy  in  the  months  to 
come. 


DOES  LITTLE  WRAPPING 

MEAN  THERE'LL 

BE  LITTLE  TO  WRAP? 


Retailers  seem  to  be  betting  on  a  blue 
Christmas  this  year.  Peter  P.  Ap- 
pert,  an  analyst  at  C.  J.  Lawrence,  Mor- 
gan Grenfell  Inc.,  has  been  tracking 
shipments  by  the  five  major  gift-wrap 
manufacturers  to  gauge  expectations 
for  the  holiday  shopping  season.  "If  re- 
tailers are  optimistic  about  sales  pros- 
pects for  Christmas,"  he  says,  "they  will 
be  aggressive  in  ordering"  their  holiday 
gift  wrap.  That's  what  happened  last 
year,  and  holiday  sales  did,  indeed,  turn 
out  to  be  much  stronger  than  had  been 
expected. 

Appert's  readings  this  year  indicate  a 
"ho-hum  Christmas,"  with  just  a  4%-  gain 
in  softgoods  sales  over  last  year's  levels. 
After  adjusting  for  inflation,  that  could 
mean  no  change  at  all,  the  weakest  per- 
formance since  the  disappointing  holiday 
season  of  1986. 


A  'SKITTISH'  MOOD 
IN  THE 

EXECUTIVE  SUITE 


And  yet  another  sign  that  the  econo- 
my will  have  some  heavy  sledding 
during  this  quarter  comes  from  a  recent 
report  by  Dun  &  Bradstreet  Corp.  Ac- 
cording to  D&b's  survey  of  1,500  busi- 
ness executives,  fourth-quarter  expecta- 
tions for  sales  and  profits  are  at  their 
lowest  level  in  four  years.  Retailers 
were  the  most  pessimistic,  but  a  sub- 
stantial portion  of  executives  at  whole- 
saling and  manufacturing  companies  are 
also  projecting  that  this  quarter's  sales 
and  profits  results  won't  be  much  higher 
than  they  were  at  the  end  of  1988. 
Warns  Joseph  W.  Duncan,  corporate 
economist  at  D&B:  "Business  executives 
are  getting  skittish." 

But  the  report  did  have  a  silver  lining. 
Executives  nationwide  also  expect  that 
inflation  and  inventory  accumulation  will 
slow  this  quarter.  So,  notes  Duncan, 
"two  of  the  major  factors  that  have  fu- 
eled recessions — inflation  and  excess  in- 
ventories— appear  to  be  well  under  con- 
trol." That  brightens  the  economy's 
prospects  heading  into  1990.  H 
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ome  cars  are  called  "new"  more  by  Next,  consider  that  its  armed 

virtue  of  their  date  of  release  than  a  Four-Cam,  32-valve,  250-horsep( 
by  their  degree  of  innovation.  Not      V8  engine. 


so  the  Lexus  LS  400  luxury  sedan. 


For  a  luxury  sedan  to  have 


IntroduciigThe  Lexus  LS  40( 
It's  Not  A  Car,  It's  An  Inventioi 


Ele[ia.\. 
Ii)(aft,ii( 
perfor 
Kofanolb 


If  this  sounds  like  so  much  adver- 
tising hyperbole,  consider  the  fact  that  the 
automobile  you  see  before  you  has  a  long 
list  of  patents  pending. 


much  muscle  is  impressive  by  itself 
But  the  1400  engineers  fr 

Toyota  didn't  stop  to  be  impressed. 
Instead  they  insisted  on  wedd 


)  1989  Lexus,  A  Division  uJToyola  Motor  Sales  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  bei 


:ipfti)[iii 
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sufiaiii 


Ik,  ^ 


I  of  power  to  an  astonishing  level 
ncy.  Indeed,  the  Lexus  LS  400  is 
d  to  be  one  of  the  only  250-horse- 
jxury  sedans  able  to  avoid  the 
as  well  as  the  cost,  of  the  U.S. 
ilertax.' 

I  fact,  no  single  aspect  of  the 
's  performance  comes  at  the 
of  another. 


acceleration  if  it  becomes  unusable  in 
foul  weather? 

Their  answer  was  an  engineering 
breakthrough  called  TRAC,  otherwise 
known  as  our  new  optional  Traction 
Control  System. 

TRAC  can  actually  sense  when  the 
rear  drive  wheels  are  beginning  to  slip 
on  slick  surfaces.  Within  miUiseconds, 


or  example,  while  the  LS400 
from  zero  to  60  mph  in  only 
nds,**  our  engineers  asked  them- 
rt'hat  is  the  good  of  such  swift 


TRAC  can  limit  the  wheelspin  by  throt- 
tling back  the  engine  and  pulsing  the 
rear  brakes. 

As  for  the  four  vented  disc  brakes 


themselves,  they're  activated  by  one  of  the 
world  s  most  advanced  Anti-lock  Braking 
Systems,  capable  of  sensing  different 
levels  of  traction. 

The  same  degree  of  ingenuity  was 
reserved  for  the  cars  interior  as  well. 

Lavished  in  California  Walnut  and 
optional  leather  trim  and  seats,  the 
cabin  also  features  as  standard  equip- 
ment what  may  be  the  fu  st  power  tilt  steer- 
ing wheel  in  America  that  combines  the 
comfort  of  an  adjustable  telescopic  col- 
umn w  ith  the  prudence  of  an  airbag  Sup- 
plemental Restraint  System. 

And  to  the  right  of  this  same  re- 
markable column  you'll  find  something 
else  of  note. 

The  ignition  switch. 

To  acquire  the  key  lor  it  and  to 
arrange  a  test  drive,  call  800-USA- 
LEXUS  for  the  dealer  nearest  you. 

You'll  fmd  that  when  it  comes  to 
new  and  better  ways  to  serve  you,  he's  as 
inventive  as  our  engineers. 


The  Relentless  Pursuit  Of  Perjectum. 


i  laws.  *[Csl.  18  city/23  hwy.  preliminary  1990  mileage  figures  determined  by  Lexus.  See  your  dealer  for  details.  *  ^Estimated  performance  figure  based  on  manufacturer\  le\l  of prototype. 
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In  a  sustained  burst  of  world-shaking  creativity 
that  lasted  from  1886  through  1888,  Gottlieb 
Daimler  and  Willielm  Maybach  built  both  the  first 
automobile  and  the  first  gasoline-engined  aircraft 
(not  to  mention,  the  first  motorboat,  motorcycle, 
trolley  car,  gasoline  locomotive  and  snowmobile).  They 
saw  nothing  unusual  in  sharing  technolog\-  between 
automobiles  and  aeronautics. .  .in  those  halcyon  days, 
it  was  the  same  technolog>'. 

Maybach  later  lent  his  name  to  both  the  Maybach 
automobile  and  the  Maybach-Zeppelin,  while  such 
diverse  pioneers  as  Glenn  Curtiss,  Thomas  Benoist, 
Eddie  Rickenbacker,  Henr>'  Ford,  William  K.  Vander- 
bilt,  Fred  Duesenberg,  Marc  Birkigt,  Ettore  Bugatti, 
BiD  Stout,  Fiitz  von  Opel,  Henn-  Leland  and  the  Hon- 
orable Charles  S.  Rolls  were  equally  involved  with  both 
automobiles  and  aeroplanes. 

Over  the  decades,  the  aviation  and  automobile 
industries  became  increasingly  specialized. .  .aviation 
involved  with  comparatively  limited-production  of  high- 
technologv-;  the  auto  industn-  with  mass-production 
of  comparatively  low-technolog\'. 

In  the  late  Forties,  some  manufacturers  switched 
from  wartime  aircraft  production  to  peacetime  automo- 
biles—Convair,  Beechcraft,  Bristol,  Saab  and  Mes- 
serschmidt  among  them— but  the  tremendous  spurt 
of  aviation  technology'  that  came  out  of  World  War  II 
improved  most  cars  of  the  Fifties  in  only  peripheral 
ways ...  tubular  shock  absorbers,  disc  brakes,  seat 
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belts  and  the  dubious  contribution  of  the  tailfin.  For 
decades  afterwards  there  was  little  interchange  at  all. 

But  today's  concerns  about  air  pollution,  energy  use, 
global  warming  and  transportation  safety  have  forced 
automotive  engineers  and  designers  to  shift  into  high- 
tech gear,  sharing  parallel  technolog}'  with  the  aero- 
space industn,-  rather  than  adapting  it  years  later.  At 
the  same  time,  commercial  aviation  is  currently  facing 
many  of  the  same  problems  as  the  auto  industry'. 

As  Dr.  Anthony  Tether,  Ford  Aerospace  Vice  Presi- 
dent, Technology'  and  Advanced  Development,  puts  it, 
"The  forces  which  drive  the  Department  of  Defense 
and  the  automobile  industry  have  converged.  Regula- 
tions, productivity,  logistics,  competition  and  opera- 
tions are  now  parallel  concerns  common  to  both 
industries.  This  has  resulted  in  a  convergence  of  tech- 
nologies. If  you  go  down  the  list  of  what  is  required  in 
the  aerospace  industry,  it  is  the  same  technology. 
This  wasn't  true  ten  or  fifteen  years  ago." 

The  result  of  this  convergence  is  a  remarkable  coop- 
eration between  aerospace  and  automotive  engineers 
. .  .innovative  and  dynamic,  helping  both.  As  Dr. 
Tether  says,  "What  we're  finding  is  that  the  automo- 
bile industry  and  the  aerospace  industry  are  compet- 
ing for  the  same  technology. . .  which  really  means 
competing  for  the  same  human  resources.  For  the 
same  talent.  In  other  words,  people  who  are  good  at 
these  technologies.  And  those  people  turn  out  to  be  in 
the  aerospace  industry. 


Today's  concerns  about  air  pollution,  energy  use,  global  warming  and  trans- 
portation safety  have  forced  automotive  engineers  and  designers  to  shift  into 
high-tech  gear,  sharing  parallel  technology  with  the  aerospace  industry. 


This  is  a  more  widespread  phenomenon  than 
you  might  expect.  Dr.  Tether  figures  Ford 
Aerospace  is  working  on  50  to  75  separate 
projects  with  the  Ford  and  Lincoln-Mercury 
automobile  divisions.  Robert  Schultz,  execu- 
ive  vice  president  of  General  Motors,  can  count  150 
leparate  projects  currently  underway  that  employ 
echnology  transfer  between  GM  Hughes  aerospace 
ind  automotive  divisions.  And  those  are  just  two  cor- 
)orations,  albeit  both  large  ones. 

As  Mr.  Schultz  says,  "We  expected  some  synergy 
)etween  Hughes  and  General  Motors,  but  what  has 
iurprised  most  of  us  is  the  breadth  of  that  interaction, 
t  crosses  over  aU  the  vehicle  groups,  the  staffs  and 
he  component  groups.  We're  talking  about  technol- 
)gy  transfer  in  the  design  process,  the  manufacturing 
)rocess,  equipment  that  helps  you  manufacture  bet- 
er,  even  satellite  communications  with  the  dealers . . . 
iviation  technology  now  permeates  the  full  spectrum 
)f  the  auto  business." 

Mr.  Schultz  predicts  that  this  type  of  technology 
ransfer  will  become  even  more  widespread  in  the 
uture.  As  he  says,  "Our  initial  success  will  spawn 
nore  interest  and  more  shared  programs." 

In  some  ways,  the  challenge  is  more  difficult  for 
mtomobile  engineers.  R&D  budgets  are  limited, 
lesigns  change  more  frequently  and  the  sheer  volume 
)f  automobile  production. . . some  45  million  cars  a 
i^ear,  worldwide. .  .makes  manufacturing  feasibility 


paramount  over  pure  design.  It  is  axiomatic  in  the 
automobile  industry  that  the  difficult  task  is  not  devel- 
oping new  products,  but  adapting  them  to  assembly 
line  limitations. 

Aerospace  engineers  have  their  own  problems 
unknown  to  their  automotive  brethren . . .  service  life- 
times on  commercial  and  military  airframes  approach- 
ing forty  years  or  more;  fatigue  stress  beyond  the 
physical  limits  achievable  by  any  land-bound  vehicle; 
newly  prolonged  service  interv^als  on  both  commercial 
and  military  aircraft;  stringent  regulations  affecting  all 
areas  of  design;  air  pollution,  noise  and  fuel-economy 
concerns  way  beyond  the  norms  of  automotive 
technology  and  even  with  the  price  of  a  single  747 
in  the  $125  million  range,  manufacturing  budget 
restraints. 

Technological  advancement  is  not  smooth,  but 
rather  a  series  of  bumps  and  starts.  We  are  in  the 
midst  of  a  great  technological  "bump,  just  as  signifi- 
cant in  its  way  as  the  Golden  Age  of  the  Machine  at 
the  turn  of  the  century  or  the  rapid  advances  that 
accompanied  the  two  World  Wars. 

As  we  enter  the  final  decade  of  the  Twentieth 
Century,  just  a  hundred  years  since  Daimler  and 
Maybach  changed  the  world  from  their  workshop  in 
a  converted  backyard  grrenhouse,  it  is  appropriate  to 
acknowledge  the  unprecedented  synergy  of  our  own 
time. .  .a  new  technological  Golden  Age.  Aero/Auto: 
Shared  Technology. 


SPECIAL  ADVERTISING  SECTION 


A  E  R  0  •  A  U  T  0 

SHARED  TECHNOLOGY 


I 


PERFORMANCE  MATERIALS 

Aircraft  designers  have  always  had  to 
worry  about  weight,  even  in  the  days  of 
the  canvas-covered  bamboo  fuselage 
and  wicker  seats.  Most  automotive 
engineers  were  positively  profligate  by 
comparison,  members  of  the  "belt  and 
suspenders"  school  of  design  that  pro- 
duces reliable,  though  heavy,  machines. 

Not  anymore.  Modem  cars  are  still 
surprisingly  heavy,  but  that's  because 
they  contain  so  many  more  systems 
than  before.  The  demands  of  safety 
crush  zones  and  5  mph  bumpers  add  a 
surprising  amount  of  weight.  In  addi- 
tion, the  market  demands  ever  quieter, 
ever  more  refined  automobiles.  Sound 
deadening  adds  weight,  too.  Paradoxi- 
cally, for  every  ten-speaker  audio  sys- 
tem and  bushel  of  sound  deadener  that 
adds  another  100  lbs.,  there's  a  fiber- 
glass spring  or  plastic  body  panel  saving 
an  equal  amount.  Net:  1990  automo- 
biles weigh  just  about  what  comparable 
cars  weighed  two  decades  ago,  but  they 
are  far  safer  and  can  do  so  much  more. 

Future  demands  for  reduced  emis- 
sions and  fuel  consumption  are  going  to 
put  even  more  of  a  premium  on  weight  - 
saving  design.  Every  pound  saved,  after 


The  Peugeot  OXIA  and  the  history 
making  Voyager  (above)  are  both 
ultralight  and  ultrostrong.  Traditional 
materials  such  as  steel  are  being 
replaced  by  carbon  fiber,  kevlar  and 
epoxy-resin  composites. 

all,  is  a  pound  you  don't  have  to  burn 
fuel  to  carry  around.  It's  also  a  savings 
that  lasts  for  the  life  of  the  car. 

Much  of  the  weight  savings  in  today's 
cars  comes  from  materials  and  tech- 
niques first  pioneered  in  the  aviation 
industry.  Most  significant,  of  course, 
is  computer  modelling.  The  old-time 
mechanical  engineer  tended  to  calculate 
all  his  material  stresses,  then  add  15 
percent  "just  to  be  safe."  He  couldn't 
really  take  the  chance  of  underestimat- 

34 


Much  of  the  weight  savings  in 
today's  cars  comes  from  mate- 
rials and  techniques  first  used 
in  the  aviation  industry. 

ing  his  loads,  even  for  that  first  test, 
whether  in  the  air  or  on  the  track. 

Thanks  to  the  virtually  limitless  sim- 
ulation testing  that  can  be  done  in  the 
computer,  every  component  of  a  1990 
car  has  been  pared  down  to  the  abso- 
lute minimum,  yet  made  stronger  and 
safer  than  equivalent  parts  from  even  a 
few  years  ago.  Chassis  rigidity  is  typi- 
cally two  or  three  times  stiffer  than 
before,  for  example,  thanks  to  aviation- 
inspired  computer  modelling. 

Among  the  most  important  technol- 
ogy transfers  from  aerospace  to  automo- 
biles is  the  use  of  structural  adhesives  to 
bond  alloys,  galvanized  steels  and  plas- 
tics. Robotically-applied  one-part  epoxy 
pastes  eliminate  spot  welds  or  mechani- 
cal fasteners  to  create  a  stronger  joint 
with  better  corrosion  resistance.  These 
adhesives  even  allow  the  use  of  a  tech- 
nology transfer  from  the  home  appliance 
industry,  of  all  places. 

For  decades,  refrigerators  and  such 
have  been  assembled  from  steel  panels 
pre-painted  before  stamping.  Rather 
than  being  destroyed  during  stamping, 
the  paint  actually  serves  as  a  lubricant. 
These  panels  cannot  be  welded  without 
destroying  the  finish,  but  they  can  be 
mechanically  fastened  or  adhesively 


bonded.  Within  the  next  few  years,  the 
use  of  pre-painted  high-strength  steel 
is  expected  to  revolutionize  the  way 
automobile  steel  panels  are  currently 
stamped,  assembled  and  painted. 

Along  with  pre-painted  steel,  light- 
weight aluminum  alloys  are  expected  to 
become  even  more  popular  in  automo- 
tive construction  in  the  future.  Acura's 
new  NS-X  sports  car  alieady  flaunts  an 
all-aluminum  engine,  aluminum  body- 
work and  primarily  aluminum  suspension 
and  running  gear.  Use  of  aluminum  alloys 
for  the  production  of  all  sorts  of  automo- 
tive parts  has  increased  dramatically 
over  the  past  decade,  and  is  expected  to 
double  in  the  near  future.  In  the  upper 
end  of  the  market,  Mercedes-Benz  can 
afford  to  use  magnesium  in  seat  frames 
on  the  new  500SL  and  other  exotic 
alloys  in  critical  areas. 

Ceramic  technology  is  borrowed 
directly  from  high-heat  aerospace  uses. 
Ceramic  coating  of  turbo-charger  blades, 
pistons  and  other  high-heat  components 
is  sure  to  increase  in  the  future.  But 
many  engineers  agree  with  the  anony- 
mous expert  in  The  Graduate  who 
twenty  years  ago  advised  Dustin  Hof- 
fman, "Plastics." 

Polimotor  has  been  building  engines 
for  years  created  almost  entirely  of 
composites,  including  the  engine  block, 
pistons,  rods  and  head.  These  plastic 
engines  have  been  surprisingly  durable 
in  racing  use,  and  of  course,  weigh 
about  half  as  much  as  a  comparable  cast 
iron/aluminum/steel  engine.  Similar 
weight  savings  have  been  achieved  on 
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levrolet's  Corvettte,  which  has  been 
ted  with  fiberglass  leaf  springs  for 
:ars,  springs  which  weigh  about  20 
!rcent  of  their  steel  counterparts. 
The  average  1990  production  passen- 
;r  car  is  assembled  from  a  vast  array 
plastics,  inside  and  out. .  .most  of 
em  derived  from  the  aviation  indus- 
y'.  Instrument  clusters  might  be  hard 
ermoplastic,  while  interior  impact 
irts  are  usually  ABS  low-gloss  resins. 
)lycarbonates  are  used  for  taillights 
id  other  "clear"  parts.  Polyurethane 
ams  are  typically  used  for  all  the  soft 
terior  parts  which  come  into  contact 
ith  the  occupants'  bodies. .  .seats, 
m  rests,  dash  tops.  Polyethelene 
am  is  used  behind  headliners  and  door 
nels,  because  it  can  be  laminated 
ith  fabric,  carpet  or  vinyl  and  then 
ermoformed  to  shape. 
Outside,  reaction  molded  polymers 
rm  body  parts  of  all  types,  while 
jlyurethane  elastomers  are  used  to 
lold  bumper  covers,  crash  zone  parts, 
rdams  and  a  wide  variety  of  impact 
:sistant  parts.  Structural  RIM  poly- 
ers  are  used  for  hidden  door  beams, 
hile  vinyl  ester  and  epoxy  resins  are 
)mbined  with  various  high-tech  fibers 
I  build  leaf  springs,  driveshafts  and 
;her  tough  parts.  Under  the  hood, 
lost  fluid  containers  are  injection 
lolded  polyethelene.  Indeed,  there's 
irdly  a  part  on  your  car  that  can't  be 
lolded  from  some  sort  of  plastic  or 
)mposite. 

Some  of  the  most  innovative  compos- 
e  structures  at  the  moment  are  the 
npact  absorption  structures  used  to 
rotect  crews  of  military  helicopters . . . 
id  the  driver  of  a  Formula  One  car. 


Auto  engineers  adopted  from 
aircraft  design  aerodynamic 
ducting  of  internal  air  pass- 
ages as  an  aid  to  both  hand- 
ling and  fuel  economy. 

Lotus,  with  its  ties  to  both  racing  and 
aviation,  has  designed  similar  composite 
impact  absorption  structures  into  its  new 
Elan  sports  car.  Lotus  is  already  working 
on  the  next  step,  integrated  composite 
structures  which  form  the  body,  chassis 
and  impact  absorption  area  all  in  one. 
The  result  is  a  much  more  energy- 
efficient  solution . . .  lighter,  stronger 
and  more  efficient.  Not  to  mention, 
more  elegant  from  an  engineering 
point  of  view. 

AERODYNAMICS 

Aircraft  engineers  have  been  using 
wind  tunnels  since  before  World  War  I 
to  study  and  refine  the  shape  of  their 
designs.  But  automotive  designers 
essentially  ignored  aerodynamics  until 
about  twenty  years  ago,  preferring 
instead  to  concentrate  on  subjective 
"styling."  Much  of  what  was  called  styl- 
ing was  actually  counterproductive, 
producing  gas-guzzling  drag  and/or 
aerodynamic  lift  even  on  the  sleekest 
sports  and  racing  cars. 

There  were  exceptions.  In  1938,  pio- 
neer German  aerodynamicist  Dr.  Wuni- 
bald  Kamm  built  a  practical  and 
conventional  looking  BMW  335  sedan 
with  a  coefficient  of  drag  of  just  .23. 


Bristol  Aeroplane  built  some  wind- 
tunnel  tested  sedans  in  the  early  Fif- 
ties, while  Saab  sedans  have  been 
aerodynamically  designed  since  the 
first  Model  92  fastback  of  1946  (which 
had  a  Cd  of  .32,  as  low  as  the  best  1990 
production  sedans). 

The  aircraft  designer  is  searching  for 
a  neutral  platform,  a  shape  that  doesn't 
contradict  the  effect  of  his  various  con- 
trols. As  with  most  engineering  exer- 
cises, the  final  shape  is  a  compromise 
. .  .between  lift  and  drag,  center  of  pres- 
sure and  center  of  gravity,  stability  and 
maneuverability,  fuel-economy  and 
speed.  The  ideal  aircraft  is  one  with 
consistent  behavior  at  all  speeds  and 
attitudes,  one  with  no  vices. 

The  automobile  designer  is  after 
something  very  different.  Sure,  he 
wants  vice-free  handling,  predictable 
and  consistent.  But  compared  to  an  air- 
craft, an  automobile  needs  active, 
rather  than  passive,  aerodynamics.  For 
starters,  the  moving  road  surface 
beneath  the  vehicle  has  its  own 
dynamic,  one  that  is  very  unlike  the 
undisturbed  "free"  air  in  which  an  air- 
craft operates.  For  all  practical  pur- 
poses, the  aircraft  designer  can  ignore 
"ground  effects."  The  automobile 
designer  is  more  concerned  with 
ground  effects  than  almost  anything 
else. 

The  general  shape  of  an  aircraft  fuse- 
lage is  an  elongated  version  of  the  clas- 
sic teardrop,  nature's  most  perfectly 
aerodynamic  shape.  Most  birds  and  fish 
are  equally  teardrop-shaped.  But  the 
teardrop  has  one  drawback.  The  center 
of  pressure  is  forward  of  the  center  of 
gravity,  which  makes  it  very  unstable.  A 


lie  Plymouth  Speedster  concept  vehicle 
iotures  a  low-wrap  wind  screen  suggestive 
f  o  cockpit  windshield.  All  major  controls 
nd  instruments  ore  mounted  to 
ie  movable  steering  fork. 
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How  important  is  the  elegance  of 
Chrysler  Newlferker  Fifth  Avenue 
if  it  can't  protect  you  in  an  emergency? 


Mi 


%syste 
The new 


The  first  feeling  you  experience  in  a 
new  Chrysler  Fifth  Avenue  is  one  of 
instant  gratification.  And  why  not? 
Available  Mark  Cross  leather,  more 
legroom  than  the  biggest  Cadillac, 
climate-controlled  air  conditioning, 
four-speaker  Infinity  II  stereo 
sound... and  more  luxury  features 
standard  than  any  car  in  its  class. 


But  in  a  driving  emergency,  all 
thoughts  of  creature  comforts  vanish 
rapidly  Only  safety  matters.  To  you, 
and  to  Chrysler 

Engineering  for  safety:  air  bags 
and  anti-lock  brakes. 

The  driver's  air  bag,  standard  in 
Fifth  Avenue  and  every  other  pas- 
senger car  Chrysler  builds  in  the  U.  S. , 


is  a  product  of  advanced  engineerir! 
and  exhaustive  testing.  The  bag  itse| 
is  housed  inside  the  steering  whe 
trim  cover  When  its  sensors  detect 
front-end  impact  of  more  than  10  mpl 
the  bag  inflates  to  protect  the  driver 
head  and  chest.  It  happens  in  50  mill 
seconds,  about  half  the  time  it  takes 
blink  your  eye.  The  combination 


tOptional.  *See  these  limited  warranties  at  dealer.  Restrictions  apply.  5/50  excludes  normal  maintenance,  atjustments  and  wear  items.  Deductible 
on  powertrain  after  .5/50.  Warranty  and  features  comparison  vs.  '89  competition.  Legroom  vs.  Cadillac  Brougham. 


«iela. 


■ysler  s  air  bag  and  lap-shoulder  belt 
vides  the  most  effective  driver 
ity  system  available  today, 
rhe  new  Chrysler  Fifth  Avenue  also 
;rs  a  four-wheel  anti-lock  disc  brake 


Dnver-side  air  bag. 
Inflates  in  50  milliseconds. 


wheel  and  determines  the  rate  of 
deceleration.  When  that  rate  is  too 
rapid,  the  system  correctly  reduces 
the  amount  of  hydraulic  pressure 
applied  to  each  brake,  helping  to  pre- 
vent lockup  and  skidding. 


Chrysler's  Crystal  Key  Program 

8ASIC  CAR 
WARRANTY 

Covers  entire 
car  eicept 

normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

OEOUCTIBLE 
YOU  PAY 

FOR  REPAIR 
ol  major 

components 

POWERTRAIN 

ENGINE 
PROTECTION 

OUTER  BODY 
RUST 
THROUGH 
rnUlcLllUn 

CHRYSLER 
NEW  YORKER 
FIFTH  AVENUE 

5  YEARS 
50.000 
MILES 

5  YEARS 
50,000 
MILES 

NONE 

7  YEARS/ 
70,000 
MILES 

7  YEARS 
100.000 
MILES 

ROLLS  ROYCE 
CORNICHE 

3  YEARS. 
UNLIMITED 

3  YEARS; 
UNLIMITED 

NONE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

MERCEDES 
BENZ 

m  SEL 

4  YEARS 
50.000 
MILES 

4  YEARS 
50.000 
MILES 

NONE 

4  YEARS' 
50,000 
MILES 

4  YEARS/ 

50.000 
MILES 

CADILLAC 
SEDAN 
DEVIL  LE 

4  YEARS/ 
50.000 
MILES 

4  YEARS/ 
50.000 
MILES 

$100  ARER 
1  YR  12.000 
MILES 

4  YEARS/ 
50.000 
MILES 

6  YEARS 
100.000 
MILES 

LINCOLN 
CONTINENTAL 

1  YEAR 

120C0 
MILES 

6  YEARS/ 
60.000 
MILES 

$100  AFTER 
1  YR  '12,000 
MILES 

6  YEARS/ 
60.000 
MILES 

6  YEARS/ 
100.000 
MILES 

>tem,  one  of  the  most  sophisticated 
i  efficient  in  the  worldT  An  electronic 
itrol  unit  senses  the  speed  of  each 


Just  as  important,  the  system  allows 
the  driver  to  maintain  positive  steering 
control  during  emergency  braking  sit- 
uations, and  can  dramatically  shorten 
stopping  distances  when  the  road  is 
wet  and  slippery 

Engineering  for  performance: 
a  new  engine  and  transmission. 

Fifth  Avenue's  new  3.3-liter  V-6, 
with  multi-point  electronic  fuel  injec- 
tion and  direct  ignition,  is  engineered 
exclusively  for  Chrysler's  luxury 
sedans.  It  generates  more  horsepower 
than  many  larger  competitive  engines 
and  delivers  90%  of  its  full  torque  at 
only  1,600  rpm.  That  means  quick  accel- 
eration and  pleasantly  quiet  cruising. 
And  because  direct  ignition  means  no 
distributor,  the  timing  never  needs 
adjusting. 

Ultradrive  is  the  world's  first  and 
only  fully  adaptive,  electronically  con- 
trolled four-speed  automatic  transmis- 
sion. It  "fine-tunes"  itself,  constantly 


sensing  and  adapting  to  changes  in 
speed  and  road  conditions  over  140 
times  a  second.  Electronically  and 
automatically,  Ultradrive  shifts  into 
precisely  the  right  gear  at  precisely  the 
right  moment.  Result:  a  smoother  ride, 
enhanced  engine  re- 
sponse and  impressive 
fuel  efficiency 

The  protection 
behind  the 
engineering. 

Fifth  Avenue  comes 
with  the  most  com- 
prehensive luxury  sedan 
protection  in  the  indus- 
try. Chrysler's  7-year  or 
70,000-mile  warranty 
on  the  powertrain,  and  7  years  or 
100,000  miles  against  outer  body  rust- 
through.  You  also  get  Crystal  Key 
Owner  Care,  a  5/50  bumper  to  bumper 
protection  plan  unequalled  even  by 
Rolls  Royce  or  Mercedes.* 

Crystal  Key  covers  the  engine, 
powertrain,  air  conditioning,  steering, 
suspension,  and  electrical  systems. 
And... especially  welcome  to  today's 
drivers... it  protects  Fifth  Avenue's 
advanced  electronic  components. 

The  look  and  feel  of  elegance. 
Advanced  engineering  for  safety  and 
performance.  Maximum  warranty  pro- 
tection. All  in  Chrysler  New  Yorker 
Fifth  Avenue. 


T/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Ctirysler-PlyiTiQulh  Dealer 


Chrysler 


TherelsNoLuxiuy 
Without  Engineering. 


SPECIAL  ADVERTISING  SECTION 
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teardrop  shaped  car,  for  example,  will 
try  to  turn  away  from  the  wind.  This 
can  be  extremely  exciting  in  a  side  wind. 

Aircraft,  birds  and  fish  have  a  move- 
able rudder  for  sideforce  compensation, 
a  device  so  far  not  yet  fitted  to  any  car, 
though  there  is  considerable  talk  about 
microprocessor-controlled  moveable 
aerodynamic  devices  on  future  passen- 
ger cars.  Indeed,  the  1990  Volkswagen 
Corrado  uses  a  rear  spoiler  which 
raises  at  highway  speeds  for  better  air- 
flow, retracts  at  low  speeds  for  better 
rear  visibility.  Computerized  airdrams, 
spoilers  and  stabilizers  are  all  in  the 
planning  stages. 

One  feature  which  auto  engineers 
adopted  directly  from  aircraft  design  is 
aerodynamic  ducting  of  internal  air  pas- 
sages as  an  aid  to  both  handling  and  fuel 
economy.  Modem  cars  have  dispensed 
with  the  huge  "dollar  grin"  grilles  that 
once  expressed  their  personality  in 
favor  of  "closed  nose"  designs  with  air 
intakes  hidden  beneath  the  bumper. 
The  incoming  air  is  ducted  out  again  at 
the  base  of  the  windshield.  Internal  baf- 
fling can  be  designed  to  provide 
increased  downforce,  a  venturi  effect  to 
"ram"  air  into  fuel-injection  intakes  or 
to  give  extra  oomph  to  onboard  heating/ 
air-conditioning/ vent  systems. 

Then  there  is  the  NACA  duct.  Devel- 
oped by  aerospace  researchers  in  the 
late  Fifties,  this  is  a  surface  opening 
used  in  place  of  a  scoop.  The  NACA 
duct  is  distinguished  by  its  triangular 
shape,  designed  to  acquire  as  much  air 


GM's  Camaro  IROC  concept 
cor  boasts  aggressively 
curved  surfaces  and  gull  v/ing 
doors  that  open  up  and  out 
along  a  small  portion 
of  the  roof. 


Saab's  JAS  39  Gripen  fighter  aircraft  and  their  900  Turbo  Convertible,  (opposite 
page)  Advanced  aircraft  electronics  will  become  routine  in  future  cars. 


as  possible  without  interrupting  the 
smooth  flow  of  air  across  the  surface. 
NACA  ducts  are  now  seen  on  every- 
thing from  Indy  500  racers  to  family 
sedans . . .  one  of  the  most  visible  of  all 
direct  sharings  of  aerospace  technology 
with  automobile  design. 

Only  within  the  past  decade  have 
most  car  manufacturers  built  their  own 
wind  tunnels.  There  is  something 
magic  about  a  wind  tunnel,  even  though 
it's  just  a  convenient  place  to  observe  a 
shape  "at  speed"  under  controlled  con- 
ditions. But  traditional  aircraft  wind 
tunnels  are  of  only  limited  use  for 
studying  automobiles.  Not  only  does  a 
car  sit  on  the  road,  but  the  road  rushes 
beneath  the  car  as  it  moves.  Duplicating 
this  with  a  stationary  car  in  the  wind 
tunnel  requires  a  moving  roadway  care- 
fully synchronized  to  the  air-speed. 


State-of-the-art  in  real-world  aerody- 
namic testing  is  the  advanced  data 
acquisition  system  designed  for  General 
Motors  and  called  OSCAR,  for  On-Site 
Compute r-Aided  Research.  OSCAR  is  a 
van-size  portable  computer  system  that 
can  be  brought  on-site  to  any  race  track 
or  test  road.  Using  up  to  sixty-four 
information  channels,  OSCAR  monitors 
airflow,  downforce . . .  any  automotive 
parameter  which  can  be  measured  by  a 
sensor.  All  this  information  is  continu- 
ously down-loaded  into  the  portable 
computer  using  telemetries.  Even 
more  importantly,  OSCAR  interfaces 
with  the  computers  at  the  General 
Motors  corporate  wind  tunnel.  Real 
world  data  can  thus  be  analyzed  and 
compared  to  wind  tunnel  data,  or  incor- 
porated into  computer  simulations. 

A  similar  process  is  used  at  Saab,  a 
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?rfect  example  of  shared  technology 
itween  the  aircraft  division  and  the 
issenger  car  division.  Computer  soft- 
are  developed  by  aviation  engineers 
js  been  modified  to  evaluate  passen- 
;r  car  shapes ...  the  new  9000,  for 
cample.  Saab's  Cray  II  is  now  used  not 
st  for  aviation  analysis,  but  also  for 
)mputer  modelling  of  automotive 
jsigns. 

Indeed,  computer  simulation  tech- 
ques  borrowed  from  aviation  engi- 
3ers  are  now  used  to  model  the  shape 
'virtually  every  new  automobile, 
^hy?  To  save  time  and  money.  Early 
igineers  would  simply  build  what 
jemed  right,  then  drive  it— or  fly  it— 
itil  something  broke.  This  is  the 
^pensive  and  dangerous  way  to  do 
&D.  Computer  simulations  allow  you 
)  try  an  infinite  variety  of  choices  in 
linutes,  costing  virtually  nothing. 

ON-BOARD  ELECTRONICS 

A  modem  automobile  is  a  self-pro- 
illed  computer  on  wheels . . .  with 
)om  for  passengers  and  cargo.  Vir- 
lally  every  system  is  controlled  or 
ijusted  by  microprocessor  nowadays, 
ten  so  automatically  that  you  don't 
/en  realize  what's  going  on.  Much  of 
lis  technology  was  introduced  first  in 
irospace  and  aviation  applications, 
scause  to  be  blunt,  the  military /avia- 
on  budgets  are  bigger  and  the  produc- 
on  problems  smaller.  Mass  producing 
Dmputer  systems  by  the  tens  of  mil- 
ms  is  very  different  from  assembling 
lem  by  the  hundreds. 
But  the  technology  is  definitely  simi- 
r.  Even  more  important,  the  meth- 
dology  is  the  same.  As  Dr.  Anthony 
sther.  Ford  Aerospace  Vice  President 
f  Technology  and  Advanced  Develop- 
lent  points  out,  "To  solve  the  complex 
id  often  conflicting  requirements  of 
nproved  emissions,  safety  and  energy 
fficiency,  today's  vehicles  require 
osed-loop,  real-time  control  systems, 
nd  that  is  precisely  the  technologies 
lat  are  fundamental  to  solving  aero- 
pace  problems." 

The  best-known  aerospace  technol- 
gy  to  come  to  automobiles  essentially 
itact  is  anti-lock  brakes.  Usually  called 
BS,  these  microprocessor-controlled 
isc  brakes  were  introduced  on  jet  air- 
raft  in  the  mid  Fifties.  They  were  on 
"ains  by  the  early  Sixties,  on  prototype 


The  basic  on-board  electronic 
systems  in  today's  automobiles 
are  nearly  all  aviation-style 
closed-loop,  real-time  control 
systems  that  accept  informa- 
tion from  various  sensors. 


cars  in  the  early  Seventies.  But  the  first 
computer-controlled  ABS  brake  sys- 
tems developed  by  Bosch  didn't  appear 
on  production  automobiles  until  1978, 
and  then  only  on  the  most  expensive 
Mercedes-Benz.  It's  only  in  the  past 
year  that  mid-price  sedans  have  been 
fitted  with  this  remarkably  effective 
safety  feature. 

Aircraft  have  been  fitted  with  "fly-by- 
wire"  controls  for  nearly  two  decades. 
The  first  automotive  "steer- by- wire" 
systems  are  just  now  being  tested 
on  prototypes,  ready  for  production. 
Essentially,  steer-by-wire  is  just  what  it 
says . . .  instead  of  a  mechanical  steering 
shaft,  the  steering  wheel  turns  a  sensor 
connected  to  a  microprocessor.  This 
microprocessor  is  electronically  con- 
nected to  another  which  actually  oper- 
ates the  steering  mechanism.  There  is 
no  mechanical  connection  at  all.  Among 
the  advantages  are  easily-designed  var- 
iable-ratio and  variable-assist  steering, 
as  well  as  steering  tied  into  other  com- 
puterized systems,  such  as  the  throttle, 
ABS  brakes  or  traction  control. 

Drive-by-wire  throttles  are  already  in 


production  on  the  BMW  750iL,  among 
others.  The  throttle  becomes  merely  a 
sensor  adjusting  the  signal  to  the  com- 
puterized engine  management  system. 
Since  nearly  every  1990  car  already  has 
computerized  engine  controls,  this 
makes  a  lot  more  sense  than  having 
a  mechanical  throttle  pedal  provide 
motion  that  must  then  be  translated 
into  an  electronic  signal  for  the  engine 
management  computer  to  read. 

Realistically,  there  are  few  systems 
on  a  modem  automobile  that  are  not 
computerized  in  one  way  or  another. 
There  is  at  least  one  microprocessor 
in  the  digital  sound  system,  of  course. 
Another  controls  the  electronic  dash- 
board . . .  digital  instmments,  LCD 
graphic  displays,  trip  computers,  HUD 
displays.  Another  remembers  the  set- 
ting for  your  "memory"  seat  and  rear- 
view  mirrors. 

HVAC  is  the  extensive  array  of  heat- 
ing, ventilation  and  air-conditioning  con- 
trols that  go  to  make  up  the  modem 
climate  control  system.  Nowadays,  this 
is  much  more  involved  than  simply 
opening  a  vent  door  and  requires  check- 
ing coolant  temperature,  exterior  air 
temperature  and  interior  temperature 
before  deciding  on  the  best  way  of 
maintaining  the  desired  setting.  A  cen- 
tral microprocessor  does  that  job. 

Virtually  every  contemporary  auto- 
matic transmission  is  computer-con- 
trolled. This  means  programmable  shift 
points  for  different  driving  characteris- 
tics and  the  most  efficient  transmission 
of  power.  At  least  some  manual  trans- 
missions—like that  in  the  new  Corvette 
—are  microprocessor-controlled  as 
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The  great  American  romance. 

We've  always  loved  tinkering 
with  our  cars. 

But  with  today  s  technology, 
you  need  a  road  map  just  to 
venture  under  the  hood. 
Fortunately,  there's  less 
reason  to. 

UT  Automotive  is  a  leader 
in  designing  complete 
electrical  and  electronic 
car  systems. 
The  same  corporation 
that  created  cockpit  displays 
for  the  Space  Shuttle  also 
helps  streamline  your  car's 
nervous  system,  making  it 
practically  self-sufficient. 
You'll  still  be  welcome 
under  the  hood,  but  a  lot 
happier  behind  the  wheel. 

Our  United  Technologies 
Automotive  group  is  a  leading 
supplier  of  components  and 
systems  to  the  automotive 
industry. 


mm  UNITED 

tn  TECHNOLOGIES 

Automotive  •  Building  •  Aerospace 


WHERE  WOULD  YOU 
RATHER  SIT. 
BEHIND  THE  FRONT 

OR  IN  IT? 


live 


J. 


Ot  these  two  family  vehicles  only  one  is  required 
to  meet  passenger  car  siifety  standards. 

Which  might  explain  why  the  front  end  of  a  Volvo 
wagon  is  equipped  with  an  impact  absorbing  "crumple 
zone"  that  helps  protect  its  passengers.  And  why  the 
front  end  of  some  minivans  include  impact  absorbing 
components  of  a  slightly  different  nature. 

Your  legs. 

The  fact  is,  minivans  are  not  required  to  have 
many  of  the  sidety  features  found  on  Volvos. 

Thats  because  the  U.S.  Department  of  Trans- 


portation does  not  classify  minivans  as 
passenger  cars. 


Which  is  frightening  when  you  think  how  many 
people  tote  their  families  around  in  them. 

Volvos,  on  the  other  hand,  are  built  with  your 
family's  siifety  in  mind.  So  every  Volvo  wagon  comes 
equipped  with  three-point  seat  belts  in  the  front  and 
back,  a  drivers-side  Supplemental  Restraint  System 
and  reinforced  side-door  crash  bars. 

Just  a  few  of  the  safety  features  minivans  are  not 
required  to  have. 

All  of  which  leads  us  to  the  only  logical  conclu- 
sion. If  the  US.  Department  of  Transportation  doesn  t 


VOLVO 

A  car  you  can  believe  in. 


consider  the  minivan  a  passenger  car, 
maybe  you  shouldn't  either. 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS:  1-800-221-9136. 


1989  VOLVO  NORTH  AMERICA  CORPORATION 


AERO  -AUTO 
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i^ell.  And  then  there  is  the  engine  com- 
luter.  This  has  grown  over  the  decades 
nto  an  extremely  sophisticated  engine 
nanagement  system,  capable  of  analyz- 
ig  exhaust  gases,  altering  cam  timing 
nd  valve  duration  and  sensing  destruc- 
ive  "knock"  caused  by  poor  gasoline 
»r  improper  mixture. 

There  are  also  on-board  diagnostics 
-derived  directly  from  aviation  on- 
(oard  diagnostic  computers— which 
nonitor  mechanical  problems,  remem- 
ler  the  conditions  under  which  the 
)roblems  occurred  and  tell  the  auto- 
nobile  technician  what's  gone  wrong. . . 
either  in  the  shop  or  on  the  road.  It's 
he  automotive  equivalent  of  the  on- 
loard  "black  boxes"  carried  by  nearly 
ill  aircraft  these  days. 

Cellular  telephone  technology  blends 
erospace,  automotive  and  radio  trans- 
eiver  know-how.  The  major  problem 
v^ith  current  mobile  phone  technology 
5  the  use  of  localized  "cells"  which 
equire  elaborate  switching  systems  as 
ndividual  car  phones  move  in  and  out  of 
he  cells.  GM  Hughes  Electronics  is 
urrently  working  on  Mobile  Satellite 
>ervice,  which  will  replace  conventional 
ell  transmitter/ receivers  with  direct 
.atellite  communications.  MSS  will 
(ring  mobile  phone  technology  to  liter- 
illy  any  spot  on  earth  before  the  turn  of 
he  century. 

Toyota  already  offers  an  on-board 
napping  system  in  Japan.  This  CRT  dis- 
)lay  shows  a  video  game-like,  full-color 
andscape  with  your  car  indicated  as  it 
Irives  down  the  road.  Volkswagen,  Ford 


GM  Hughes  engineers  are 
working  to  transfer  aerospace- 
style  systems  engineering  dis- 
cipline throughout  the  GM 
vehicle  and  component  groups. 

and  General  Motors  are  working  on  sim- 
ilar, more  advanced  navigation  systems. 
GM's  ETAK/Navicar  navigation  system 
—like  its  MMS  phones— depends  on 
satellite  communications  to  establish 
your  car's  position.  All  these  systems 
expect  to  use  the  forthcoming  Global 
Positioning  Satellite  for  their  lode  star. 

Nearly  every  car  manufacturer  is  also 
working  on  a  collision-avoidance  radar 
system,  while  over  at  Nissan,  there  is 
already  a  production  radar  unit  attached 
under  the  Maxima  front  bumper  which 
locates  on-coming  bumps  and  adjusts 
the  shock  absorbers  accordingly.  It  is 
only  a  short  leap  to  on-board  front  and 


rear  radar  used  to  locate  surrounding 
traffic  or  oncoming  curves.  Couple  this 
with  ETAK  satellite  navigation,  drive- 
by-wire  steering,  brakes  and  throttle 
and  you  have  the  basis  for  a  car  which 
drives  itself. 

In  the  longer  term.  Ford  Aerospace 
is  working  to  apply  artificial  intelligence 
to  automotive  on-board  electronics.  A 
neural  network  of  decision  making— 
and  learning— microprocessors  could 
produce  results  way  beyond  those 
obtainable  with  today's  comparatively 
simple  closed-loop,  real-time  controls. 
Artificial  intelligence  systems  will  ulti- 
mately result  in  a  car  that  not  only 
drives  itself,  but  "thinks"  for  itself. 
Perhaps  by  2010? 

VEHICLE  DESIGN  AND 
MANUFACTURING 

One  of  this  year's  buzzwords  is  "con- 
current" design  and  manufacturing. 
Another  is  "simultaneous"  engineer- 
ing. Both  mean  the  same  thing. .  .in 
essence,  that  design  and  manufacturing 
engineers  work  together  from  the  very 
beginning  of  a  project  to  ensure  that  it 
will  not  only  do  the  job,  but  that  it  can 
actually  be  produced  in  volume.  Or 
indeed,  produced  at  all.  Much  of  this 
revolutionary  but  so  obvious  methodol- 
ogy has  come  out  of  the  Defense 
Advanced  Research  Project  Agency, 
where  it  is  being  applied  to  weapons 
systems. 

We're  all  familiar  with  elaborate 
designs  that  are  either  impossible  to 
build,  prohibitively  expensive  to  build  or 


Above)  United  Technologies  Research 
Center's  subsonic  wind  tunnel.  The  Lexus 
LS  400  represents  the  cutting  edge  of 
royoto  engine  technology  and  exterior 
ityling.  Its  class-leading  0.29  Cd 
>lends  esthetics  with  advanced 
aerodynamics. 


OF  AMERICA  ISW 


If  you  can't  find  exactly  the  right  fit  for  your  fleet,  call  on  Chevrolet. 
We  have  cars  nobody  else  has.  Case  in  point:  our  1990  Corsica. 

Because  it's  a  mid-size  just  like  'Riurus,  Corsica  gives  you  much 
more  room  than  the  compact  Tempo.  There's  an  available  V6 
(unavailable  in  Tempo),  there's  even  a  Corsica  Hatchback  to  fit  the 
need  for  a  wagon.  Yet  Corsica's  priced  hundreds  less  than  Taurus,* 
especially  ideal  should  you  be  looking  to  downsize  your  dollars 
without  giving  up  room  and  comfort. 

Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  For  big  cars,  small 
cars,  as  well  as  those  exactly  right  in  the  middle,  nobody  has  as 
much  to  offer  your  fleet  as  we  do. 


Chevrolet,  the  Chevrolet  emblem  and  Corsica  are  registered  trademarlts  of  the  CM  Corp.  ©1989  CM  Corp.  All  Rights  Reserved. 
!    Lets  get  it  together.. .buckle  up.   'Comparison  based  on  M.S.R.P.  Levels  of  equipment  may  vary. 


Our  new  mid-size  Chevrolet  Corsica:  more  room  than  Tempo,  less  price  than  Taurus? 
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Sophisticated  crumple  zones  in  both  the  front  and  rear  of  Volvo  production  cars 
progressively  absorb  the  shock  of  an  accident.  This  kind  of  testing  has  also  resulted 
in  improved  door  beams  and  rollover  structures. 


that  must  be  significantly  altered  to  get 
them  ready  for  production.  Concurrent 
engineering  aims  to  eliminate  these 
problems  from  the  very  beginning. 

Another  parallel  concept  is  "sys- 
tems" engineering.  Systems  engineer- 
ing helps  identify  design  objectives  up 
front,  quicken  the  design  process  with 
computer  simulations  and  analyze  data 
more  effectively.  The  result  is  quicker 
design,  improved  design  and  cost  sav- 
ings as  a  result.  General  Motors, 
among  others,  has  enthusiastically 
embraced  simultaneous  and  systems 
engineering.  Some  fifty  GM  Hughes 
engineers  are  working  to  transfer  aero- 
space-style systems  engineering  disci- 
pline throughout  the  GM  vehicle  and 
component  groups.  They  have  even 
established  a  corporate  systems  engi- 
neering center. 

This  type  of  cross-disciplinary,  cen- 
tralized facility  to  organize  all  the  availa- 
ble technology  within  a  corporation  and 
make  it  available  to  designers  and  engi- 
neers from  every  division  has  either 
been  established  or  will  soon  be  estab- 
lished at  nearly  every  large  corporation. 
United  Technologies,  for  example,  does 
a  tremendous  amount  of  work  in  aero- 
space and  automotive  with  its  Pratt  & 
Whitney,  Sikorsky,  Carrier,  Norden, 
Hamilton  Standard,  Otis  and  Automo- 
tive Products  divisions. 

To  take  advantage  of  this  incredibly 
diverse  range  of  engineering  knowl- 
edge. United  Technologies  has  estab- 
lished a  centralized  Research  Center  to 
coordinate  technology  transfer  among 
the  divisions.  According  to  Al 
Angelbeck  ofUTRC,  "Few  corpora- 
tions try  to  take  aerospace  technology 
and  transfer  it  one-to-one  to  automo- 
tive. It's  very  difficult  to  repackage  an 
aerospace  product— except  perhaps  for 
Tang,  which  went  directly  from  the 
Apollo  capsule  to  the  grocery  store  — 
and  turn  it  into  a  successful  commercial 
product.  What  we  try  to  do  is  use  the 
aerospace  expertise  to  provide  solu- 
tions for  our  commercial  applications. 

"A  perfect  example  of  how  this  works 
. .  .Pratt  &  Whitney  is  very  skilled  in 
high-temperature  brazing  used  in 
<issembling  turbines  and  rocket  engines 
and  also  in  high-speed  fan  blade  design. 
Carner  uses  a  lot  of  tubing  brazed 
togeUier  to  buOd  heat-exchangers  for 
air-conditioning  systems.  Our  Diavia 
division  m  Italv  supplies  about  50  per- 


cent  of  the  automotive  air-conditioners 
installed  in  cars  in  Europe. 

"We  had  meetings  with  all  these 
groups  at  UTRC,  and  we  were  able  to 
pull  them  all  together.  Not  only  was 
Pratt  &  Whitney  able  to  help  with  high- 
temperature  brazing,  but  also  with  cool- 
ing fan  technology  that  was  quieter  than 
what  Carrier  was  using  in  air-condition- 
ing systems.  Out  of  these  meetings, 
yet  another  UT  division  that  makes 
cooling  fan  modules  for  automotive  radi- 
ators was  able  to  refine  their  fan  design 
to  be  both  lighter  and  more  efficient.  I 
think  you'll  admit  there's  a  certain  syn- 
ergy at  work,  here. 

"We  believe  in  transferring  people  on 
a  temporary  basis  between  divisions  of 
United  Technologies  in  order  to  get  the 
job  done.  You  have  to  allow  for  that  kind 
of  flexibility.  In  this  fan/heat  exchanger 
design,  for  example,  one  of  the  Diavia 
engineers  came  over  here  from  Europe 
and  spent  an  extended  period  of  time 
working  with  engineers  from  other  divi- 
sions. People  are  still  the  most  impor- 
tant ingredient  in  technology  transfer." 

After  the  technology  has  been  trans- 
ferred and  it's  time  to  build  the  product, 
robots  have  become  nearly  as  impor- 
tant as  people.  NASA  has  played  a 
major  role  in  the  design  of  robots  that 
are  now  used  throughout  the  automo- 
bile industry. .  .indeed,  you  could  say 
that  without  massive  government  fund- 
ing, the  automated  robots  that  are  the 
heart  of  today's  auto  factories  would  not 
exist.  About  15  percent  of  NASA's 
Space  Station  budget  is  earmarked  for 
new  robotics  development,  which  will 
mean  even  more  advances  in  the  future. 
Computer  integrated  manufacturing 


has  its  own  requirements,  of  course. 
Information  down  to  the  minutest  detail 
must  be  consistent  from  the  initial 
design  stages,  through  simulation  and 
testing,  through  CAE  and  CAD  and 
finally  into  CAM.  This  requires  an  engi- 
neering team  dedicated  to  nothing  but 
ensuring  that  all  systems  speak  the 
same  language,  at  every  stage  in  the 
engineering  and  manufacturing  proc- 
ess. On  the  other  hand,  a  National 
Academy  of  Sciences  study  shows  that 
CIM  reduces  engineering  costs  up  to 
30  percent  and  lead  time  by  up  to  60 
percent,  while  increasing  productivity 
up  to  70  percent.  Product  quality 
improves  200  percent  or  better. 

A  big  breakthrough  in  CIM  automa- 
tion has  been  shifting  robots  from  easy 
chores  like  welding  or  unloading 
presses  to  difficult  jobs  on  the  assembly 
line.  These  robots  must  pick  up  parts, 
determine  if  there  are  defects,  install 
parts  and  correct  their  own  errors.  This 
requires  a  vast  array  of  sensors  and 
sophisticated  software  that  must  oper- 
ate in  a  closed-loop,  real-time  mode. 
Interestingly,  this  is  the  same  software 
concept  as  that  needed  for  most  on- 
board electronics  controllers. 

The  leaders  in  this  type  of  sophisti- 
cated CIM  manufacturing  are  Japanese 
auto  makers.  There  are  nearly  120,000 
industrial  robots  in  Japan,  compared  to 
only  25,000  in  the  United  States.  And 
Japanese  companies  are  way  ahead 
when  it  comes  to  artificial  intelligence 
and  applications  robots. 


The  text  for  this  special  section  was  writ- 
ten by  Rich  Taylor,  former  Managing 
Editor  of  Car  and  Driver  magazine. 
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IE  ECONOMY  HAS  THE  FLU— 
ND  IT  lOOKS  LIKE  A  NASTY  CASE 


|or  many  businesses  and  regions  of  the  nation,  tlie 
0  economy's  soft  landing  feels  more  like  recession 
than  continued  expansion.  The  slowdown  is  also 
•ming  particularly  painful  for  Corporate  America's 
om  line.  Profits  have  fallen  for  three  consecutive 
[•ters,  and  the  squeeze  will  continue  into  1990. 
le  toughest  going  of  the  slowdown  is  yet  to  come, 
manufacturing  sector  is  very  nearly  in  a  recession, 
weakness  there  has  never  failed  to  severely  dampen 
■all  economic  growth.  And  the  factory  slump  will  get 
)er.  New  orders  are  falling,  and  Detroit's  troubles 
aten  to  produce  further  weakness  in  1990.  Car  sales 
output  are  getting  out  of  sync,  and  auto  inventories 
ballooning — yet  again. 

Still,  chances  are  good  that 
the  economy  can  avoid  an  out- 
right recession.  The  Commerce 
Dept.'s  revision  of  last  quarter's 
growth  in  real  gross  national 
product  brought  some  good 
news.  Commerce  revised  overall 
growth  only  slightly  higher,  to 
2.7%  from  2.5%,  but  the  mix  of 
the  numbers  was  encouraging. 

The  trade  deficit  turned  out 
to  be  much  narrower  than  origi- 


BIG  REVISION  IN 
ENTORY  GROWTH 


I       II  III 

IONS  OF  1982  DOLWRS 
DATA:  COMMERCE  DEPT. 


^  reported — $63.6  billion  instead  of  $74.1  billion.  And 
farm  inventory  growth  was  far  less — only  $15.3  bil- 
rather  than  $24.6  billion  (chart).  The  smaller  increase 
wentories  allays  fears  that  stock  levels  were  rising 
rapidly,  a  situation  that  could  lead  to  sharp  cutbacks 
3bs  and  output.  Inventory  problems  in  the  current 
rter  seem  to  be  confined  to  the  auto  industry. 
Weakness  in  this  quarter's  GNP  is  certain,  however, 
luse  dismal  car  sales  will  pull  down  consumer  spend- 

Commerce  revised  last  quarter's  gain  in  consumer 
iding  from  5.8%-  to  a  sizzling  6.2%.  Consumers'  big 
)onse  to  Detroit's  closeout  deals  on  1989  cars  fueled 
,  gain.  But  the  post-closeout  drop  in  car  buying  may 
,n  no  growth  for  consumer  outlays  this  quarter.  Such 
iding  makes  up  two-thirds  of  GNP,  and  to  the  degree 
;  its  fast  pace  overstated  growth  in  the  third  quarter, 

outlays  will  overly  depress  GNP. 

)TTOM  But  that  won't  provide  much  of  a  silver 
NESARE  lining — especially  for  corporate  perfor- 
TTING  mance.  The  economy's  slower  pace 
)TTOM  throughout  1989  is  hurting  profits.  In 
eral,  earnings  are  getting  squeezed  by  slower 
wth  in  demand  and  steadily  rising  costs.  Manufactur- 


INTEREST  COSTS  SOAR 
AS  PROFITS  FLAG 
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ing  is  being  hit  hardest  on  the  revenue  side,  while  ser- 
vice industries  are  trying  to  cope  with  rapidly  increasing 
labor  costs. 

In  the  third  quarter,  before-tax  book  profits  of  corpo- 
rations— the  most  commonly  reported  measure  of  earn- 
ings—plunged 8.1%,  to  $272  billion.  That  followed  a  6.9% 
drop  in  the  second  quarter  and  a  0.3%  decline  in  the  first 
quarter.  Aftertax  earnings  didn't  look  much  better.  They 
fell  7.2%  last  quarter,  to  $149.5  billion. 

The  quality  of  those  earnings  has  not  been  good.  After 
adjusting  for  gains  from  inventory  values  and  deprecia- 
tion allowances,  operating  profits — earnings  from  cur- 
rent production — have  also  dropped  for  three  consecu- 
tive quarters.  That  means  cash  flow  is  weak. 

One  growing  drain  on  cash 
flow  is  interest  payments  on 
corporate  debt.  The  interest 
cost  of  corporations'  massive 
substitution  of  debt  for  equity 
in  recent  years  is  skyrocketing. 
Net  interest  paid  by  nonfinan- 
cial  companies  jumped  to  a  re- 
cord $152  billion  in  the  third 
quarter,  nearly  double  the  level 
of  three  years  ago.  Interest 
costs  now  absorb  a  record  25.27" 
of  gross  cash  flow.  The  gap  between  interest  payments 
and  aftertax  profits  has  never  been  wider  (chart). 

That's  one  reason  why  profit  margins  for  nonfinancial 
businesses  are  the  slimmest  in  nearly  seven  years.  Oper- 
ating profits  as  a  percentage  of  corporate  output  fell  to 
7.7%'  in  the  third  quarter.  That  level  is  usually  plumbed 
only  during  a  recession. 

The  squeeze  on  profits  is  becoming  especially  acute  in 
the  service  sector.  There,  wage  costs  are  rising,  but 
productivity  is  making  no  offsetting  gains.  During  the 
past  year,  employment  costs  in  the  service  sector  have 
risen  at  an  annual  rate  of  about  5%-,  while  consumer 
prices  for  services  have  also  risen  about  5%-.  That  leaves 
little  room  for  growth  in  profits. 

DURABLE  Earnings  in  manufacturing  are  also  far- 
GOODS  ing  poorly.  The  weakness  in  the  factory 
TELL  A  sector  is  broad,  but  it's  particularly  bad  in 

SAD  STORY  durable  goods.  That's  where  the  impact 
of  tight  monetary  policy  earlier  this  year  is  being  felt  the 
most.  Higher  interest  rates  dampened  demand  for  hous- 
ing, autos,  and  other  big-budget  items,  while  the  stron- 
ger dollar  cooled  export  growth. 
New  orders  for  durable  goods  tell  the  story:  They 
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THE  WEAKNESS  IN 
FACTORY  ORDERS 


declined  0.&'''''  in  October,  to  $124.6  billion,  after  falling 
1.1%  in  September.  Hardgoods  orders  have  been  volatile 
this  year  because  of  big  month-to-month  swings  in  book- 
ings for  both  defense  and  commercial  aircraft,  but  the 
trend  toward  sluggishness  is  unmistakable. 

New  bookings  for  hardgoods 
averaged  $122.7  billion  per 
month  during  the  second  half  of 
1988  and  rose  to  $126  billion  per 
month  in  the  first  half  of  this 
year.  So  far  in  the  second  half, 
however,  orders  have  fallen  to 
only  $124.7  billion  per  month 
(chart). 

If  not  for  continued  strength 
in  aircraft  orders,  October's 
overall  decline  would  have  been 
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even  larger.  Every  other  major  category  posted  a  drop, 
including  primary  metals,  nonelectrical  machinery,  elec- 
trical equipment,  and  motor  vehicles.  Except  in  electrical 
equipment,  orders  in  each  of  these  industry  groups  have 
been  trending  downward  in  recent  months. 

CAPITAL  With  demand  at  the  factor}^  on  the  wane, 
SPENDING  and  with  cash  flow  starting  to  dry  up, 
""AY  many  industries  are  putting  capital-spend- 

SWOON  ij^g  plans  on  hold.  That's  showing  up  in 
the  weakening  trend  of  orders  for  nondefense  capital 
goods.  They  rose  3.2%  in  October  but  dropped  4.7%  in 
September  and  10A7(  in  August. 

Weakness  in  new  orders  for  machine  tools  is  a  further 
sign  of  a  slowdown  in  capital  spending.  Machine  tools, 
which  are  used  to  make  other  machinery,  are  a  leading 
indicator  of  equipment  demand.  Tool  orders  fell  sharply 
in  October.  That's  usually  a  strong  month  for  new  book- 
ings. After  adjusting  for  monthly  seasonal  variations, 
they  were  at  their  lowest  in  nearly  two  years.  So  far  this 
year,  orders  have  averaged  $241.7  million  per  month, 


down  from  $299.2  million  a  month  during  all  of  1988 
The  machine-tool  industry's  troubles  also  reflect  a 
broader  slowdown  in  exports.  Through  October,  foreign 
orders  for  machine  tools  averaged  $30.1  million  per 
month,  down  from  $43.8  miUion  per  month  during  all  of 
last  year.  Moreover,'  even  though  export  orders  contrib- 
ute about  only  12%  of  all  tool  orders,  they  account  for 
24%  of  the  overall  drop  in  new  bookings. 


(CONSUMERS  The  sick  auto  industry  is  responsible,  di- 
JUST  SAID  rectly  and  indirectly,  for  much  of  manu- 
'NO'  TO  facturing's  malaise.  Orders  received  by 
1990  CARS  2^■^J^^Q  makers  account  for  about  9.5%  of  all 
factory  bookings  and  17.5%  of  all  durable-goods  orders 
They  have  a  powerful  influence  on  such  industries  as 
metals,  plastics,  and  glass. 

The  problem:  After  splurging  on  1989  cars,  which 
came  with  big  rebates  and  cut-rate  financing,  consumers 
just  aren't  buying  the  more  expensive  1990  models.  Do- 
mestically made  cars  sold  at  a  paltry  annual  rate  of  6.1 
million  in  mid-November,  up  slightly  from  the  dismal  5.6 
million  pace  in  the  early  part  of  the  month.  Sales  in 
October  had  already  fallen  to  6.1  million  from  7.8  million 
in  September. 

Detroit's  output  is  well  above  that  sales  pace.  The 
current  production  schedule  calls  for  an  annual  rate  of 
about  6.9  million  cars  during  the  fourth  quarter  and 
about  6.7  million  in  the  first  quarter  of  next  year. 

As  a  result,  auto  inventories  are  already 
out  of  control.  At  the  beginning  of  November,  carmak- 
ers held  a  77-day  supply  of  domestically  made  autos,  well 
above  the  optimal  60  to  65  days.  With  sales  pallid  in' 
November,  Detroit  headed  into  December  with  an  even 
bigger  unsold  supply. 

Without  a  pickup  in  car  sales,  another  combination  of 
production  cuts  and  sales  incentives  is  on  the  way.  That 
will  mean  persisting  sluggishness  in  manufacturing,  and' 
the  economy,  as  1990  gets  under  way. 
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FACTORY  INVENTORIES 


Monday,  Dec.  Jt,  10  a.m. 
Manufacturers'  inventories  probably 
held  steady  in  October,  after  declining 
0.1%  in  September.  The  ratio  of  inven- 
tories to  shipments  has  been  creeping  up 
since  the  beginning  of  the  year — but  fac- 
tories are  trying  to  keep  stock  levels 
from  getting  out  of  hand.  In  fact,  the 
cutbacks  in  factory  output  in  recent 
11  iinths  are  a  response  to  weaker 
gr    !h  in  new  orders. 

NEW  ;  161E-FAMILY  HOME  SALES 

Monday  Dec.  4,  10  a.m. 
Sales  of  new  homes  in  October  likely 
rebounded  to  an  annual  rate  of  650,000, 
after  a  sha:-p  14%  drop,  to  618,000  in 


September.  Further  declines  in  mort- 
gage rates  should  spur  sales,  though  the 
high  prices  of  new  homes  remain  a 
stumbling  block  for  many  buyers.  New- 
home  starts  jumped  6.97c  in  October, 
probably  in  response  to  firmer  demand. 

CAR  SALES  

Tuesday,  Dec.  5,  4  p.m. 
Sales  of  domestically  made  autos  proba- 
bly edged  lower  in  November  to  an  an- 
nual rate  of  about  6  million,  from  6.1 
million  in  October.  Purchases  in  the  first 
10  days  of  November  hit  only  a  5.6  mil- 
lion rate,  followed  by  6.1  million  in  the 
middle  10  days.  New  incentives  may 
have  lifted  sales  in  late  November  to 
about  6.5  million,  but  the  deals  are  unex- 
citing compared  with  last  summer. 


INSTALLMENT  CREDIT 


Or. 


Thursday.  Dec.  7  W 
Consumer  credit  likely  declined  $1  billion 
in  October,  reflecting  general  sluggish 
ness  in  the  month's  retail  sales  and  the 
acute  weakness  in  car  sales. 

EMPLOYMENT 


Friday,  Dec.  8,  8:30  a.m. 
Nonfarm  industries  probably  added 
150,000  jobs  to  their  payrolls  in  Novem- 
ber, compared  with  233,000  in  October. 
The  strike  at  Boeing  Co.  subtracted  , 
about  50,000  from  the  total,  but  with  theft" 
matter  settled,  those  workers  will  be 
added  back  to  the  December  numbers 
The  civilian  unemployment  rate  likely  C 
rose  to  5.4%  from  5.3%^  in  October.  j 
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ntroducing  Hands-On  Managemen 


Hiere  was  a 
le  when  even  the 
)st  energetic, 
)st  imaginative  of 
magers  could  not 

tabs  on  liis 
ny  ()fs:ilespeople. 


's  satellite  la  hill  )l<{nvc(irciy 
iv90%  of  tlx  US.  population 
oi'erlSO  metropolitan  areas. 
for  more  than  our  nearest 
Detilor 

Happilv;  all  that 
s  changed. 

Because  now, 
inks  to  cue's  sat- 
le  paging  system, 
u  no  longer  have 
know  exactK' 
lere  tliey  are. 

You  need  OnK'  Vx^hM:^Su|Jenauti)dlallngLCDdLfllay^oie 

ow  they're  canying  tliis  four-ounce  traveliiig 
mpaiiion. 

Wliich  means  you  can  tell  them  about  one 
3re  stop  to  make  before  they  return 

Or  a  late-breaking  bit  of  ciiicial  news  that  can 
ip  you  clinch  a  sale. 

Whatever 

You'll  also  be  happy  to  know  CUE  covers  more 
the  U.S.  —  far  more  —  than  anyone  else. 

An  incredible  90%  of  the  population  in  over 
0  of  tlie  countiy's  metropolitim  m-eas  md 
sir  accompcinying  ^lirspace. 

Tlie  next  closest  competitor  covers  only 
lOut  100. 

Resulting,  naairalK^  in  your  abilit\'  to  better 
intact  your  ti'aveler  in  a  tiixi.  In  a  terminal.  In  a 
ospect's  lobby  Anytime  day  or  night. 

Arid  cue's  FM  teclinolog\'  means  once  that 


signal's  .sent  out — 
seconds  cilter 
you've  sent  it  in  — 
it's  going  to  be 
sti"(  )nger 

PowerfiilK'  fill- 
ing in  more  gaps 
:uid  spreading  out 
more  mOesthiui 
cUiy  other  sv'stem. 

So  notonK' 
ciui  you  feiTetout 
your  lost  soul  in 
New¥)rk  Cit\' 
(pop  9,119,737). 

But  in  Hoot 
CKaI  Oklalioma 
( pop.  3 ),  as  well. 

Wliich  memis 
that  whether  you 
mlewithiuiii'on 
fist  or  a  \^eK'et  glove, 
CUE  can  help. 

Mail  optuin  and  Hp  III  J^o  lx)w\<in  a  AWhaiicn  SiUipK'  by  pUt" 

ting  a  pager  where  it  will  dc )  y(  )u  :uxl  \'our  field 
tCcUn  the  most  go(xl. 

Right  in  the  palms  of  their  h:uids. 

#CUE 

Tlie  Fine  Ail  Of  Haiuls-On  Mana^enifnt 
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Free 'Voice  Mail. 

Witli  purchase  of  CL^E  nationwide  paging.  125  m( ).  \  cilue* 
Gill  1-800-824-9755.  Or  reuim  tliis  coupon  b\'  PAX, 
( "^n )  833-9336.  Or  mail  to  CUE  Imaging  Coiporation, 
2737  Campus  Dri\e,  Inine,  CA  92^'l5. ' 
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THE 

PEACE  ECONOMY 

HOW  DEFENSE  CUTS  WILL  FUEL  AMERICA'S  LONG-TERM  PROSPERITY 


There's  no  set  agenda.  No  agree- 
ments,    hammered    out  over 
months,  waiting  to  be  initialed.  But 
the  whole  world  is  watching  nonetheless. 

As  George  Bush  and  Mikhail  Gorba- 
chev meet  aboard  the  u.ss  Belknap  and 
the  Slava  off  the  Mediterranean  island 
of  Malta,  they  will  be  opening  a  new 
chapter  in  East-West  relations.  Across 
Eastern  Europe,  cries  for  freedom  have 


toppled  walls — and  governments.  The 
Soviet  leader's  call  for  glasnost  and  per- 
estroika  at  home  has  unleashed  a  whirl- 
wind of  change  abroad.  These  days,  any- 
thing can  happen — and  usually  does. 

Now,  the  superpowers  have  an  oppor- 
tunity to  reinforce  change.  They  are  al- 
ready winding  down  defense  spending  in 
the  wake  of  intermediate-range  arms 
control  negotiations  and  easing  tensions. 


But  the  developments  in  Eastern  Europe 
are  sure  to  accelerate  cutbacks:  Against 
a  backdrop  of  rapid  liberalization,  the 
Warsaw  Pact  threat  seems  to  be  dimin- 
ishing by  the  day,  and  NATO's  role  will 
perforce  change.  The  geopolitical  as- 
sumptions of  nearly  half  a  century  of 
cold  war  have  been  undermined,  and  an 
era  of  disarmament  may  have  begun. 
But  it's  not  peace  so  much  as  econom- 
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After  World  War 
II,  the  influx  of 
demobilized 
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WAR  ON 
TWO  FRONTS 


Leaders  press  a 
social  agenda 
while  stepping  up 
the  fight  in 
Southeast  Asia. 
Johnson 's  call  for 
both  guns  and 
butter  produces  a 
superheated  U.  S. 
economy 
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The  struggle 
against 
communism 
flares  in  Korea, 
and  the  defense 
budget  soars 
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that's  driving  military  retrench- 
nt — and  Gorbaciiev  was  the  first  lead- 
to  embrace  the  economic  logic  of 
'ense  cutbacks.  The  U.  S.  and  the  So- 
t  Union  have  spent  years  battling  for 
iitary  supremacy,  only  to  see  Japan — 
ich  spends  a  mere  I'X  of  its  output  on 
'ense — run  away  with  the  world's  eco- 
mic  prize.  Gorbachev,  struggling 
iinst  economic  stagnation  at  home, 
sperately  needs  to  hack  away  at  the 
'o  of  output  devoted  to  the  Soviet  mili- 
y.  And  Bush,  facing  a  budget  gap 
it  won't  close  and  fierce  economic  ri- 
ry  with  Japan,  could  certainly  use  de- 
ise  savings.  "It's  good  for  them  and 
good  for  us,"  says  Nobel  laureate 
Lil  A.  Samuelson.  "In  any  well-run  so- 
ty,  it's  still  a  question  of  guns  or  but- 
.  Only  in  times  of  tremendous  unem- 
yment  can  both  be  afforded." 
KING  A  DENT.  By  the  mid-  to  late- 
•Os,  defense  experts  and  even  some 
itractors  are  saying  military  spending 
dd  decline  from  about  6%  of  U.  S. 
)ss  national  product  to  around  4%. 
at  would  be  the  lowest  level  since  the 
ssive  demobilisation  following  World 
ir  II,  and  the  closest  this  nation  has 


come  to  a  peace  economy  in  the  postwar 
years.  And  cuts  in  spending  could  turn 
out  to  be  deeper  than  thos^  now  being 
contemplated  in  Washington. 

The  peace  economy  could  look  very 
different.  Spending  cuts  of  the  magni- 
tude that  the  Pentagon  is  examining 
would,  at  the  very  least,  put  a  dent  in 
the  intractable  $150  billion  budget  defi- 
cit— and  pull  down  interest  rates  and  in- 
flation. That,  in  turn,  should  enhance  in- 
vestment and  boost  housing  activity. 
Part  of  the  budget  savings,  meanwhile, 


would  almost  certainly  be  diverted  to 
spending  on  infrastructure  and  educa- 
tion, which  could  help  to  enhance  lag- 
ging U.  S.  productivity.  By  the  end  of 
the  century,  U.  S.  GNP  could  be  growing 
nearly  207'  faster  than  it  would  be  with- 
out the  cutbacks,  according  to  calcula- 
tions made  by  economic  forecaster  DRI/ 
McGraw-Hill  for  BUSINESS  WEEK,  based 
on  the  cuts  now  being  discussed. 

This  military  retrenchment  marks  a 
dramatic  reversal  of  the  Reagan  buildup 
of  the  1980s.  Strategic  thinkers  will  ar- 
gue endlessly  over  whether  Reagan's  de- 
fense push  was  a  necessary  condition 
for  bringing  the  Soviets  to  the  bargain- 
ing table.  If  it  was,  then  those  policies 
may  have  been  worth  their  cost.  But 
years  of  nuclear  proliferation,  conven- 
tional-arms buildup,  and  battles  by 
proxy  around  the  globe  have  exacted  a 
stiff  price  from  both  nations. 

Military  spending  does  create  jobs: 
Each  $1  billion  cut  in  Pentagon  outlays 
affects  38,000  U.  S.  workers,  according 
to  Employment  Research  Associates  in 
Lansing,  Mich.  But  that  simple  calculus 
obscures  the  deadweight  cost  of  more 
arms.  Long-term  growth  and  prosperity 
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The  Pentagon 
budget  shrinks  in 
the  wake  of  U.  S. 


withdrawal  from 
Southeast  Asia, 
but  inflation — 
sparked  by  the 
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CONGRESS  MAY  THROW  UP  ROADBLOCKS  TO  BASE  CLOSINGS  THAT  WOULD  AFFECT  PORK-BARREL  POLITICS 


are  hampered  as  technical  talent  and  re- 
search dollars  are  diverted  to  the  mili- 
tary. Massive  defense  outlays  aggravate 
the  budget  deficit.  And  there's  the  op- 
portunity cost  of  pouring  money  into  ar- 
maments rather  than  education,  infra- 
structure, and  the  environment. 

No  one  knows  how  deep  or  how  far- 
ranging  cutbacks  in  military  spending 
are  likely  to  be.  Defense  Secretary  Rich- 
ard B.  Cheney  has  instructed  the  ser- 
vices to  look  at  cuts  of  up  to  $180  billion 
for  fiscal  years  1992-94.  That  figure,  it 
turns  out,  represents  cuts  from  project- 
ed increases  in  the  defense  budget.  Still, 
after  accounting  for  inflation,  what  CIh 
ney  has  proposed  amounts  to  cuts,  in 
real  terms,  of  up  to  57'  a  year.  If  the 
reduction  in  fiscal  1991  is  about  the 
same  size,  as  many  analysts  expect,  then 
the  spending  rollback  from  1991  to  1994 
would  total  about  $60  billion  in  1989  dol- 
lars, for  a  207'  reduction  in  real  terms. 
Barring  a  sudden  reversal  in  the  course 
of  East- West  relations,  that  seems  a  rea- 
sonable course  of  spending  to  expect. 

But  some  defense  experts  are  already 
arguing  that  the  cuts  could  go  far  deep- 
er. Brookings  Institution  senior  fellow 
William  W.  Kaufmann  provides  a  blue- 
print for  steady  and  deep  cuts  through- 
out the  1990s,  which  would  shrink  the 
Pentagon  budget  by  up  to  507  in  real 
terms  by  1999.  Kaufmann,  n  former  De- 
fense Dept.  adviser,  says  that  such  a 
;jni Id-down  could  be  halted  and  reversed, 
if  necessary.  Kaufmann  would  hold  big- 
tickel  items  such  as  the  $45  l)illion  Ad- 


vanced Tactical  Fighter  or  the  $35  billion 
Advanced  Tactical  Aircraft  in  the  re- 
search and  development  and  testing 
phases.  He  also  proposes  holding  back 
on  new  land-based  nuclear  weapons  and 
cutting  the  Air  Force's  $70  billion  plan 
for  the  B-2  or  Stealth  bomber  to  13  from 
the  current  132. 

PEACE  EUPHORIA.  Shelving  big  programs 
is  generally  viewed  as  a  good  budget- 
paring  strategy.  For  now,  though,  it's 
personnel  that  are  likely  to  be  the  first 
target  for  cuts.  As  Bush  headed  for  Mal- 


CrJiiNlr.V:  REAL  CUTS  OF  UP  TO  5%  A  YEAR? 


ta,  the  proposals  for  conventional  arms 
reduction  introduced  in  May — putting 
U.  S.  and  Soviet  troops  in  Europe  on  an 
equal  footing  at  275,000  each — were  al- 
ready obsolete,  thanks  to  events  in  East- 
ern Europe.  To  get  to  that  level,  the 
U.  S.  would  pull  out  30,000  troops,  while 
the  Soviets  would  withdraw  about  10 
times  that  number.  For  the  U.  S.,  sav- 
ings from  further  cutbacks  could  be  sub- 
stantial: As  much  as  607o  of  the  defense 
budget  represents  the  direct  and  indirect 
costs  of  defending  Europe. 

Despite  the  current  peace  euphoria, 
winning  congressional  approval  of  large 
cuts  won't  be  easy.  For  one  thing, 
there's  the  argument  in  favor  of  pru- 
dence: Surely  it's  better  for  the  U.  S.  to 
wait  and  see  how  successful  Gorbachev 
is  at  turning  Soviet  opinion  and  the  Sovi- 
et economy  around.  If  Gorbachev  him- 
self is  unseated,  then  U.  S.  military  cut- 
backs might  look  foolhardy  in 
retrospect.  More  fundamentally,  howev- 
er, many  in  Congress  view  defense  con- 
tracts as  jobs  programs — gifts  they  can 
promise  their  constituents  and  items 
they  can  trade  support  for  with  legisla- 
tors from  other  districts  or  states. 

Indeed,  Congress  exercises  such  con- 
trol over  defense  budgets  that  even 
when  the  Pentagon  doesn't  want  some 
hardware,  it  still  gets  it.  Cheney's  at- 
tempt to  ax  the  V-22  Osprey  tilt-rotor 
aircraft  and  the  Grumman  F-14D  fighter 
met  with  stiff  resistance  on  the  Hill  this 
year,  and  proposed  base  closings  have 
also  been  hotly  contested.  The  next 
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VHAT  CUTS  IN  DEFENSE 

VILL  MEAN  FOR  THE  ECONOMY 

JSINESS  WEEK  asked  DRI/McGraw-Hill  to  simulate  the  effect  of 
inual  cuts  in  defense  spending  of  5%,  after  inflation,  from  1  991  -1  994. 
lat  approximates  the  cutbacks  proposed  by  Defense  Secretary  Cheney. 
5al  spending  thereafter  would  be  flat.  The  federal  budget  would  start 
inning  a  surplus  in  1 998,  which  DRI/McGraw-Hill  assumes  would  be 
Dpiied  toward  other  government  spending.  The  results  are  shown  in 
)mparison  with  DRi/McGraw-Hill's  "base  case,"  which  assumes  more 
odest  declines  in  defense  spending  through  1  992,  followed  by  annual 
al  increases  of  1 .8%  to  the  end  of  the  decade 
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id  of  debates  should  be  no  smoother. 
;  a  Washington  lobbyist  for  a  major 
nse  contractor:  "Congress  has  be- 
e  accustomed  over  the  years  to  mi- 
lanaging  a  growing  defense  budget, 
now  we  can't  ask  them  suddenly  to 

their  hands  off." 
ill,  it  looks  as  if  both  Democrats  and 
ublicans  will  be  eyeing  rollbacks  in 
iding  that  would  have  been  unthink- 

only  a  few  months  ago.  And  while 
y  defense  contractors  doubt  the  cuts 

be  deep,  some  are  preparing  for  a 
p  retrenchment.  John  D.  Rit- 
louse,  senior  vice-president  of 
eral  Electric  Aerospace 
ap,  says  that  for  more  than  a 
■  he's  been  expecting  real  cuts 
%  to  10%.  "There  is  no  news 
'■  to  defense  contractors  who 
5  attentive,"  he  says  of  Che- 
s  proposed  cuts. 
'ER  INFLATION.  Whatever  the 

of  the  cuts,  they  appear  cer- 

to  bring  an  eventual  "peace 
iend"  to  the  U.  S.  in  the  form 
lov/er  inflation  and  interest 
s,  a  declining  budget  deficit, 

faster  growth. 

I  an  attempt  to  measure  the 
act,  BUSINESS  WEEK  asked 
'McGraw-Hill  to  look  at  the 
ilts  of  cutting  defense  by  5%-  a 
•  in  real  terms  for  four  years 
ting  in  1991,  with  no  growth 
eafter.  This  would  yield  a  cu- 
ative  cut  in  defense  outlays  of 
roximately  $60  billion  in  1989 


dollars,  close  to  the  upper  limit  of  what 
the  Cheney  cuts  would  achieve  by  1994. 
DRI  compared  the  results  with  its  long- 
term  "base  case,"  which  assumes  more 
modest  declines  in  defense  spending 
through  1992,  followed  by  average  annu- 
al real  increases  of  1.8%. 

If  the  5%>  annual  cuts  were  adopted, 
by  the  mid-1990s  the  amount  spent  on 
the  military  would  about  equal  consum- 
er spending  on  clothing.  The  defense 
budget  would  shrink  from  about  one- 
quarter  of  total  government  spending  to 


WHERE  THE  PENTAGOH'S 
MONEY  GOES 


Share  of  spending  on  goods,  services,  and  research  and  development 
(excludes  military  payroll)                    ^^^^^^^  ^^^^^^ 

total  spending     R&D  spending 
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2.1 

2.4 

ANAHEIM-SANTA  ANA,  CALIF. 

2.1 

3.7 

SEAHLE 

1.7 

3.9 

DALLAS 
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about  one-fifth.  The  budget  gap  would 
be  halved  by  1995  and  continue  moving 
toward  balance.  With  the  deficit  shrink- 
ing, interest  rates  would  plummet.  The 
Federal  funds  rate  would  fall  to  5.5%. 

Indeed,  because  this  regimen  has  such 
salutary  effects  on  the  budget  deficit, 
DRI  assumed  that  when  the  budget 
turned  to  surplus  in  1998,  that  surplus 
would  go  toward  additional  nonmilitary 
government  spending.  This  diversion  of 
savings  from  defense  might  occur  even 
sooner.  Whenever  it  does,  the  additional 
spending  would  give  the  economy 
a  boost  above  and  beyond  the  ef- 
fects of  low  interest  rates.  The 
end  result:  much  higher  rates  of 
growth. 

Under  the  scenario  of  5%'  cuts 
coupled  with  extra  nonmilitary 
spending  at  the  end  of  the  decade, 
DRI  found  that  economic  growth, 
after  slipping  below  DRl's  long- 
term  base  forecast  early  in  the 
decade,  would  start  growing  fast- 
er than  the  base  case  in  1995.  By 
1999,  the  real  gross  national  prod- 
uct would  be  rising  at  a  2.6%  real 
rate,  compared  with  2.17"  under 
the  base  case  (charts). 

The  DRI  results  show  that  the 
defense  cuts,  and  the  lower  inter- 
est rates  they  bring,  should  ener- 
gize U.  S.  investment.  From  1995 
on,  the  economy  would  add  plants 
and  equipment  at  a  faster  rate. 
And  the  international  competitive- 
ness of  U.  S.  companies  would  be 
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enhanced.  Right  now,  they  are  strug- 
gling against  Japanese  and  West  Ger- 
man conripetitors  that  face  much  lower 
capital  costs.  According  to  a  recent  Fed- 
eral Reserve  Bank  of  New  York  report, 
foreign  companies  pay  an  inflation-ad- 
justed, aftertax  cost  of  funds  as  low  as 
2%,  compared  with  6%  in  the  U.  S.  Lower 
interest  rates  in  the  U.  S.  will  help  nar- 
row the  difference. 

Among  the  other  payoffs:  Housing 
starts  would  start  rising  by  1992,  and 
the  peace  economy  would  produce 
500,000  more  housing  units  by  the  year 
2000.  Demand  for  autos  and  consumer 
appliances  would  be  stronger,  too.  The 
machine-tool  industry,  not  heavily  depen- 
dent on  military  contracts,  would  come 
out  ahead.  The  trade  gap  would  shrink, 
since  the  federal  government  would 
have  to  borrow  less  from  foreigners. 
And  the  Standard  &  Poor's  500-stock  in- 
dex would  be  157'  higher  by  the  end  of 
the  decade  than  if  defense  weren't  cut. 

However,  the  road  to  the  peace  econo- 
my may  be  bumpy.  With  defense  con- 
tracts concentrated  in  a  relatively  small 
number  of  industries  and  regions,  the 
localized  hits  would  be  dramatic.  Two- 
thirds  of  the  R&D  contracts  and  405^^  of 
procurement  contracts  are  concentrated 
in  15  metropolitan  areas,  with  Los  Ange- 
les the  biggest  (table,  page  53).  The  most 
vulnerable  industries  are  aerospace  and 
ordnance.  But  84?-  of  the  business  for 
optical-instruments  makers  comes  from 
military  contracts.  And  637  of  the  do- 
mestic radio  and  TV  equipment  indus- 
try's output  goes  to  the  military. 
NO  WORRIES?  For  now,  the  prospect  of 
the  Cheney  cuts  doesn't  have  many  con- 
tractors or  state  officials  troubled,  and 
deeper  cuts  don't  seem  to  be  a  concern. 
Even  executives  at  those  contractors 
most  heavily  dependent  on  the  defense 
dollar,  such  as  McDonnell  Douglas  Corp. 
and  General  Dynamics  Corp.,  seem  san- 
guine. William  S.  Ross,  president  of  Mc- 
Donnell Aircraft  Co.,  doesn't  believe  that 
cuts  will  go  as  deep  as  Cheney  has  sug- 
gested. And  (JD  President  Herbert  F. 
Rogers  believes  the  company  can  weath- 
er individual  program  hits  because  it's 
involved  in  programs  that  cut  across  the 
armed  services.  "We'll  shrink  or  grow  as 
the  defense  budget  shrinks  or  grows," 
says  Rogers.  "It's  not  axiomatic  that 
you  won't  do  well  [if  budgets  shrink]." 

No  matter  how  individual  companies 
respond,  the  industry's  (jngoing  shake- 
out  will  only  he  accelerated.  According 
to  a  recent  study  by  the  CentvT  for  Stra- 
tegic &  International  Studies  in  Wash- 
ington, there  were  more  than  138,000 
companies  providing  manufactured 
goods  to  the  Pentagon  in  1982.  Five 
years  later,  there  were  fewer  than 
40,000.  In  part,  a  "grossly  ineffi- 


cient" defense-acquisition  system  was 
turning  off  suppliers,  the  study  found. 
Further,  defense  hasn't  been  steadily 
profitable.  Return  on  sales  from  defense 
manufacturing  fell  from  4.97  in  1980  to 
3.8%  in  1986.  ' 

For  companies  that  prepare  them- 
selves, there  is  life  after  defense  con- 
tracting. In  1986,  government  defense 
work  accounted  for  50%  of  Rockwell's 
sales.  Today,  that  figure  is  down  to  287, 
and  it  should  fall  to  257  by  yearend. 
Donald  R.  Beall,  chief  executive  at  Rock- 
well International  Corp.,  says  the  compa- 
ny began  planning  in  1985  for  the  end  of 
the  B-1  bomber  program  in  1988.  Rock- 
well made  some  acquisitions  that  are 
now  paying  off  and  began  pushing  non- 
defense  electronics,  computerized  manu- 
facturing, and  civilian  space  work. 


WINNERS  AND  IDSERS: 
HOW  INDUSTRIES  FARE 

By  the  year  2000,  growth  will  exceed  or 
fall  short  of  DRI/McGraw-Hill's  base  fore- 
cast by  these  amounts.  The  results  as- 
sume 20%  real  defense  cuts  in  1991-94, 
followed  by  reinvestment  of  the  budget 
surplus  beginning  in  1998 
Industry  Percent  change 
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Seattle's  Boeing  Co.,  thanks  to 
ing  demand  for  its  commercial  jets,  has 
seen  the  mix  of  its  business  change 
markedly:  By  1991,  analysts  expect 
Boeing's  commercial  sales  to  represent 
757"  of  its  business,  up  from  627-  in  1987. 
For  Boeing,  defense  has  become  a  mon- 
ey-losing business  anyway.  And,  like 
Boeing,  helicopter  maker  Sikorsky  is 
benefiting  from  a  pickup  in  foreign  de- 
mand. Today,  Sikorsky  gets  257'  of  its 
revenues  from  exports,  up  from  a  scant 
67>  in  1984. 

DOUBLE  WHAMMY.  But  while  individual 
companies  may  be  able  to  protect  them- 
selves, regions  could  have  a  harder  time 
of  it.  In  Massachusetts,  for  instance,  de- 
fense revenues  have  dropped  177?  from 
1986  to  1988.  New  England  could  lose! 
11,000  defense-related  jobs  in  1990,  ac- 
cording to  DRI,  with  607  of  those  in  the 
Bay  State.  The  defense  slowdown  com- 
ing on  top  of  the  computer  slump  will  be 
a  double  whammy  for  the  state. 

Even  Southern  California,  with  its 
highly  diversified  economy,  won't  be 
able  to  avoid  taking  a  hit.  "The  local 
economy,"  says  David  Hensley,  of  the 
UCLA  Business  Forecasting  Project,  "is 
definitely  going  to  feel  this.  What  it 
won't  do  is  push  us  into  a  regional  reces- 
sion." That's  because  of  extensive  di- 
versification in  recent  years.  At  the  peak 
of  military  spending  during  the  Vietnam 
War,  aircraft  and  missile  jobs  accounted 
for  4.47'  of  total  employment  in  the 
state.  But  in  1987,  the  peak  year  for 
defense  outlays  during  the  Reagan 
buildup,  those  jobs  amounted  to  2.27'  of 
the  state's  work  force. 

Orange  County  officials  are  meeting 
with  local  contractors  in  February  to  fig- 
ures out  ways  to  cushion  the  blow  from 
possible  cutbacks  by  such  local  employ- 
ers as  Northrop.  "We  don't  want  to  see 
people  lose  their  jobs  or  miss  out  on  the 
scientific  genius  now  being  applied  to 
the  military,"  says  Larry  Agran,  mayor 
of  Irvine.  And  in  Ohio,  which  has  some 
200,000  people  working  on  defense  con- 
tracts and  ranks  eighth  in  the  nation  in 
prime  contracts.  Governor  Richard  F. 
Celeste  is  bringing  small  business  con- 
tractors together  in  January  to  discuss 
adjusting  to  a  shrinking  defense  budget. 

Base  closings  offer  communities  some 
difficult  choices,  though  there  have  been 
some  notable  successes.  Stewart  Air 
Base  outside  Nev/burgh,  N.  Y.,  has  been 
partially  converted  to  civilian  use  and 
now  functions  as  Federal  Express 
Corp.'s  East  Coast  hub.  And  American 
Airlines  Inc.  will  be  starting  passenger 
service  out  of  Stewart  next  year. 
Bases  such  as  San  Francisco's  Presi- 
dio present  no  end  of  possibilities  for 
conversion.  The  base,  perched  on  a 
promontory  overlooking  the  Golden  Gate 
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REIGN  DEMAND  IS  REVVING  UP  SIKORSKY,  WITH  25%  OF  ITS  REVENUES  NOW  COMING  FROM  EXPORTS,  COMPARED  WITH  6%  IN  1984 


idge,  represents  1,440  acres  of  choice, 
rested  real  estate.  Of  the  800  struc- 
res  on  the  base,  400  are  protected  as 
;torical  sites.  Planning  is  just  getting 
der  way  to  determine  the  Presidio's 
ture.  Turning  it  into  an  educational 
titer  or  a  Pacific  Rim  conference  site 
s  two  possibilities  actively  being  con- 
lered. 

tAPTABiLlTY.  Local  officials  only  re- 
iitly  began  preparing  for  the  time 
len  military  cutbacks  shrink  local  pay- 
11s,  and  some  say  the  federal  govern- 
3nt  will  have  to  help  out.  Two  econom- 
conversion  bills  are  under 
nsideration  in  Congress,  offering  ways 
aid  communities,  including  money 
r  planning,  special  unemployment 
sistance,  and  retraining.  House 
ajority  Leader  Richard  A.  Gep- 
rdt  (D-Mo.)  supports  conversion 
^islation,  and  Senate  Majority 
■ader  George  J.  Mitchell  (D-Mel) 
tends  to  promote  the  concept, 
ithout  such  planning,  says  Sey- 
3ur  Melman,  a  member  of  the  Na- 
)nal  Commission  for  Economic 
)nversion  &  Disarmament,  in 
ashington,  there  will  be  wide- 
read  economic  distress  when  some 
gions  lose  defense  contracts. 
The  real  issue  for  companies  and, 
timately,  for  communities,  is 
laptability.  Says  John  M.  Ku- 
arski,  chairman  of  EG&G  Inc.  in 


Wellesley,  Mass.:  "If  the  defense  budget 
does  take  a  dramatic  cut,  will  the  money 
stay  in  the  public  sector?  I  believe  it 
will."  And  in  that  case,  the  federal  gov- 
ernment will  spend  more  on  infrastruc- 
ture and  the  environment,  providing  an 
opportunity  for  companies  nimble 
enough  to  switch  gears. 

There's  no  lack  of  demand  for  spend- 
ing on  roads,  bridges,  and  airports.  Ac- 
cording to  a  recent  study  from  the  Con- 
gressional Budget  Office,  the  U.  S.  falls 
about  $15  billion  short  of  its  spending 
needs  on  transportation,  infrastructure, 
and  water  treatment  each  year.  Other 
estimates  of  the  nation's  annual  infra- 


structure deficit  run  as  high  as  $100 
billion. 

But  even  if  the  U.  S.  was  willing  to 
invest  only  $15  billion  more  each  year  on 
its  infrastructure,  it  could  show  big  pay- 
offs. David  A.  Aschauer  of  the  Federal 
Reserve  Bank  of  Chicago  estimates  that 
this  level  of  increased  spending  on  core 
infrastructure — utilities,  roads,  rails,  and 
airports — could  boost  the  productivity 
growth  rate  by  about  0.3  percentage 
points. 

There's  no  telling,  of  course,  just  how 
the  savings  from  defense  cutbacks  will 
be  allocated  in  coming  years.  For  the 
Democrats,  the  new  moneys  represent 
an  opportunity  to  divert  resources 
toward  other  human  capital  uses. 
For  Republicans,  the  funds  repre- 
sent a  way  to  reduce  the  deficit  and 
help  avoid  a  tax  hike.  The  battle 
over  these  defense  savings — how 
large  they'll  be  and  where  they'll 
go — is  certain  to  rage  for  years  to 
come.  But  America's  leaders  have 
an  opportunity  to  demonstrate  that 
for  the  U.  S.  and  the  rest  of  the 
world,  the  politics  of  peace  can  be 
the  politics  of  prosperity. 

By  Karen  Pennar  and  Michael  J. 
Mandel  in  New  York,  with  Dave  Grif- 
fiths in  Washington,  Keith  H.  Ham- 
monds in  Boston,  Todd  Vogel  in  Con- 
necticut, Eric  Schine  in  Los  Angeles, 
and  bureau  reports 
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THE  BUDGET  I 


DID  DARMAN  DIDDLE 
WHILE  THE  DEFICIT  BURNED? 

HE  LOST  A  CRUCIAL  YEAR  DEALING  WITH  MORE  TEMPTING  ISSUES— AND  IT  SHOWS 


In  the  heady  days  of  last  win- 
ter, all  things  seemed  possible 
to  Budget  Director  Richard  G. 
Darman.  Not  only  was  he  certain 
that  he  could  narrow  the  federal 
budget  deficit,  but  he  dismissed 
the  chore  as  a  mere  inconve- 
nience. Barman's  real  interest 
was  nothing  less  than  making  the 
U.  S.  economy  more  productive. 
"We  will  succeed  at  deficit  reduc- 
tion," Darman  declared  last  Feb- 
ruary. "But  if  that's  all  we  do,  we 
won't  have  done  much." 

Well,  a  bruising  first  year  has 
just  about  ended,  and  Darman 
hasn't  done  even  that.  He  missed 
what  many  believe  was  his  best 
opportunity  to  cut  the  deficit  sub- 
stantially. And  he  allowed  himself 
to  be  sidetracked  into  leading  the 
White  House's  failed  effort  to  cut 
taxes  on  capital  gains.  Darman's 
entire  first-year  strategy,  which 
was  designed  to  lay  the  ground- 
work for  a  bipartisan  "big  fiscal 
fix,"  is  in  a  shambles.  "All  we've 
done,"  says  one  disappointed  con- 
gressional budgeteer,  "is  set  the 
table  for  another  slide-by  budget 
next  year." 

FOOTNOTE  FAME.  Darman  did  help 
engineer  some  marginal  reduction 
in  the  deficit,  which  will  probably 
come  in  at  around  $140  billion  for 
fiscal  1990  (chart).  "What  we  have  dem- 
onstrated is  that  we  have  the  fiscal  situ- 
ation stabilized,"  he  says. 

That  won't  get  Darman  much  more 
than  an  asterisk  in  the  history  books. 
But  he  hardly  deserves  all  the  blame. 
Congress  never  was  going  to  consider 
serious  spending  reductions  as  long  as 
President  Bush  refused  to  budge  from 
his  "no  new  taxes"  pledge.  And  neither 
Congress  nor  Bush  was  anxious  to  do 
much  more  than  the  minimum  needed  to 
meet  the  Gramm-Rudman  Act's  fiscal 
1990  deficit  targets.  That  made  any  kind 
of  long-term  budget  agreement  impossi- 
ble, no  matter  how  much  the  Budget 
Director  maneuvered. 

Still,  Darman  didn't  help  the  deficit 
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reduction  cause  very  much.  The 
capital-gains  scrap  soured  his  re- 
lations with  Capitol  Hill.  And  he 
exhausted  time  and  energy  in  in- 
ternal Administration  battles  over 
the  environment,  trade,  industrial 
policy,  and  corporate  debt. 

Even  as  they  detracted  from 
his  principal  mission — cutting  the 
deficit — Darman's  forays  outside 
a  budget  director's  traditional 
turf  did  rebound  to  his  own  ad- 
vantage. By  imposing  his  free- 
market  views  on  policy,  Darman 
left  his  imprint  on  a  wide  range 
of  White  House  initiatives. 
CLEAN  AIR  LURE.  For  example,  he 
clipped  the  wings  of  Transporta- 
tion Secretary  Samuel  K.  Skinner, 
who  tried  to  limit  foreign  invest- 
ment in  U.  S.  airlines.  And  after  a 
bitter  struggle  with  Environmen- 
tal Protection  Agency  chief  Wil- 
liam K.  Reilly,  Darman  managed 
to  reduce  the  impact  of  the  Ad- 
ministration's clean  air  plan  on  in- 
dustry (page  135).  "I  guess  I 
don't  blame  him,"  says  Stephen 
E.  Bell,  former  staff  director  of 
the  Senate  Budget  Committee. 
"The  budget  is  such  a  loser,  I  can 
see  the  temptation  to  look  at  oth- 
er things." 

Not  coincidentally,  these  for- 
ays greatly  improved  Darman's 
standing  with  conservatives,  who  had 
viewed  him  as  dangerously  moderate. 
Not  only  did  he  advocate  policies  accept- 
able to  the  right,  but  he  also  cemented  a 
good  relationship  with  White  House 
Chief  of  Staff  John  H.  Sununu,  the  most 
stalwart  conservative  in  Bush's  prag- 
matic White  House. 

But  it  was  his  prominence  as  a  field 
marshal  in  the  capital-gains  battle  that 
cost  him  the  most  in  the  budget  fight.  It 
ruined  Darman's  six-month  effort  to  cul- 
tivate a  reputation  as  an  honest  broker 
who  was  seriously  interested  in  deficit 
reduction.  Last  June,  just  as  he  and  con- 
gressional negotiators  were  about  to 
peacefully  wrap  up  details  of  the  1990 
budget,  capital  gains  soured  the  deal. 


t  was  a  fight  the  Administration 
idn't  have  picked:  The  dormant  issue 
s  revived  by  conservative  House 
mocrats.  But  Darman  and  Sununu 
ped  at  the  opportunity.  Within  days, 
lital  gains  generated  a  bitter,  parti- 
1  squabble.  Congressional  Democratic 
)onents  called  it  Bush's  "holy  grail." 
rman  in  turn  accused  Democratic 
lonents  of  engaging  in  "kamikaze" 
itics. 

}y  mid-November,  when  the  Senate 
illy  killed  the  capital-gains  cut  for  the 
ir,  Darman  and  Congress  could  only 
i^age  a  modest,  face-saving  deficit-re- 
lion  package.  Says  Price  Waterhouse 
iget  analyst  Stanley  E.  Collender:  "It 
ught  up  all  the  bad  blood  they  hoped 
avoid." 

LIGHT  OF  HAND.  Darman  and  congres- 
lal  budgeteers  agreed  to  cuts  that 
I  reduce  the  1990  deficit  by  about  $17 
ion — at  least  on  paper.  The  actual 
ings  probably  won't  amount  to  more 
n  $10  billion.  And  about  half  of  that 
from  the  automatic  spending  cuts 
ced  by  Gramni-Rudman  for  1990. 
)arman's  next  chore  is  to  reach  the 

billion  deficit  target  when  he  pre- 
its  Bush's  fiscal  1991  budget  in  Janu- 
.  Most  analysts  expect  him  to  make 
Pentagon  cuts  will  help.  So  will  some 
t  and  loose  accounting  of  the  cost  of 

savings-and-loan  bailout.  Add  in 
imed  new  revenues  from  a  revived 

in  capital-gains  taxes,  and  Darman 
luld  make  it. 

iut  meeting  the  target  on  paper  in 
luary  is  one  thing,  making  the  cuts 
te  another.  Once  again.  Congress  will 
st  the  Administration  for  resorting 
smoke  and  mirrors — and  then  will 
p  to  embrace  virtually  every  gimmick, 
s  likely  result:  another  minimalist 
Iget.  "I'm  afraid  Darman  will  be 
e  to  compile  a  budget  that  meets  the 
get,"  says  former  Congressional  Bud- 
,  Office  Director  Rudolph  G.  Penner. 
ut  that  simply  sets  the  stage  for 
•epeat  of  the  unpleasantness  of  this 
ir." 

barman  remains  confident  that  he'll 
the  budget.  He  believes  he's  well 
ng  in  his  effort  to  win  passage  of  a 
)ital-gains  tax  cut,  and  a  majority  in 
;h  houses  support  some  kind  of  reduc- 
a.  He  feels  Congress  will  have  to  ne- 
gate further  deficit-reduction  for  fis- 
1991  and  beyond. 

But  Darman  has  lost  a  crucial  year, 
d  next  year,  he  will  again  be  tempted 
issues  more  interesting  than  the  defi- 
— health  care,  education  reform,  in- 
casing U.  S.  competitiveness.  Darman, 
ivever,  remains  budget  director,  and 
!  deficit  still  hangs  over  him.  Until  he 
ves  the  budget  mess,  he'll  never  be 
le  to  do  more  than  tinker  with  the 
ues  he  cares  about  most. 

By  Howard  Gleckman  in  Washington 


Commentary/by  Mike  McNamee 

HOW  THE  FED-WATCHERS  PULLED 
THE  WOOL  OVER  THEIR  OWH  EYES 


lov.  27  will  burn  in  the  memo- 
ries of  Fed-watchers  for  years. 
I  Over  the  long  Thanksgiving 
weekend,  that  small  community  of 
economists  made  headlines  with  their 
predictions  of  an  imminent  sharp  drop 
in  interest  rates. 

But  on  that  Monday,  the  Federal  Re- 
serve Board  moved  aggressively  to 
drain  money  from  the  credit  markets. 
The  Fed's  surprise  sweep  destroyed 
the  illusion  that  it  wanted  rates  to  tum- 
ble. Short-term  rates  shot  up  (chart). 
And  suddenly,  the  Fed-watchers  looked 
like  holiday  turkeys. 
SOUR  GRAPES.  Some  sullen  forecasters 
blame  the  central  bank  for  their  confu- 
sion. On  the  Wednes- 
day before  Thanks- 
giving, the  Fed  con- 
vinced the  market 
that  a  major  easing 
was  under  way  by 
unexpectedly  pump- 
ing out  $2.8  billion  in 
bank  reserves.  "The 
Fed  just  plain  made 
a  mistake.  It  put 
out  more  money  than 
the  market  needed," 
maintains  David 
Wyss  of  DRI/Mc- 
Graw-Hill.  But  most 
economists  admit,  as 
H.  Erich  Heinemann  of  Ladenberg, 
Thalmann  &  Co.  puts  it,  that  "there 
was  a  lot  of  overinterpretation  and 
jumping  to  conclusions"  about  the 
Fed's  actions. 

More  than  anything  else,  the  sooth- 
sayers fell  victim  to  wishful  thinking. 
For  weeks,  as  evidence  of  a  weak  man- 
ufacturing economy  piled  up,  most 
monetary  economists  beat  the  drum 
for  easier  money.  For  some,  the  mo- 
tives weren't  entirely  pure:  Dealers 
"are  up  to  their  eyeballs  in  bonds," 
says  David  M.  Jones  of  Aubrey  G.  Lan- 
ston  &  Co.,  a  bond  house.  "Their  only 
hope  is  that  the  Fed  will  ease,  so  their 
paper  will  be  worth  more." 

The  Fed's  surj^rise  injection  of  cash 
looked  like  the  answer  to  their  prayers. 
Never  mind  that  the  Fed  often  makes 
larger-than-normal  moves  before  long 
holiday  weekends,  or  that  banks  need 
extra  cash  for  the  first  shopping  week- 
end of  the  Christmas  season.  The 
dream  of  easier  money  became  an  ex- 
pectation— and  got  reported  as  a  fact. 
Feeding  the  frenzy  was  a  trait  com- 


A  QUICK  REVERSAL 
IN  RATES 
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mon  to  forecasters  and  journalists:  the 
desire  for  scoops.  "Fed-watchers  make 
a  tremendous  effort  to  be  the  first  to 
identify  a  shift  in  policy,"  says  Robert 
H.  Chandross  of  Lloyds  Bank  in  New 
York.  Getting  there  firstest  with  the 
mostest  may  be  a  good  rule  in  war,  but 
it's  hardly  the  best  way  to  judge  mone- 
tary policy.  A  few  analysts  saved  their 
clients  money  by  simply  advising  them 
to  sit  tight  and  wait  for  the  Fed  to 
confirm  Wednesday's  "easing" — con- 
firmation that  never  came. 

Fed-watchers  also  need  to  beware  of 
strained  logic.  In  the  weekend  ana- 
lyses, one  reason  repeatedly  cited  for 
the  apparent  easing  was  the  Fed's  de- 
sire to  drive  down  the 
prime  rate.  No  one 
stopped  to  ask:  Since 
when  does  the  Fed 
set  policy  by  target- 
ing the  prime  rate? 

Nor  did  anyone 
point  out  that  an 
unexpected  easing 
would  be  totally  out 
of  character  for  Alan 
Greenspan.  The  Fed 
chairman's  actions 
over  the  past  two 
years  have  made 
clear  that  he's  a  de- 
termined but  cautious 
inflation-fighter.  His  Fed  moves  in 
carefully  calibrated  steps,  waiting 
weeks  after  each  to  assess  its  effects. 
'JUST  PREMATURE.'  But  unaccountably, 
the  Fed-watchers  became  convinced 
that  Greenspan  would  swing  180  de- 
grees to  counter  a  nonexistent  reces- 
sion through  rapid  rate  cuts — all  de- 
spite October's  large,  ().b7'  increase  in 
consumer  prices.  "It  did  bother  us  that 
this  didn't  seem  to  be  the  gradualist 
Fed  we've  gotten  used  to,"  admits  Eliz- 
abeth G.  Reiners  of  Dean  Witter  Reyn- 
olds Inc.  But  the  easy-money  bandwag- 
on rolled  over  such  doubts. 

The  market  pros  insist  that  they'll 
eventually  be  vindicated.  "We  were 
just  a  little  premature,"  says  Reiners. 
But  that's  small  comfort  to  anyone 
who  lost  money  following  their  advice. 

The  Fed  is  likely  to  ease  gradually  in 
the  months  ahead,  especially  if  manu- 
facturing's weakness  spreads  to  other 
sectors  of  the  economy.  Amateur  Fed- 
watchers  should  follow  the  long-term 
course  of  monetary  policy — and  let  the 
pros  get  beaten  up  in  the  daily  swings. 
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AIRLINES  I 


IS  ICAHN  TAXIING  TWA 
TO  THE  AUCTION  BLOCK? 


He  may  finally  be  ready  to  cash  out — assuming  he  can  find  a  buyer 


TWA  HAD  AN  ANEMIC  0.3%  RISE  IN  PASSENGER  TRAFFIC  OVER  THE  YEAR'S  FIRST  NINE  MONTHS 


oes  Carl  C.  Icahn  want  to  sell 
I  Trans  World  Airlines  Inc.?  Ru- 
mors have  been  circulating  that 
the  financier  is  finally  getting  serious  in 
his  efforts  to  cut  a  deal  for  tvva,  which 
he  took  private  in  1988.  Icahn  has  even 
stated  publicly  that  TWA  would  have  to 
buy  new  operations  or  merge  with  an- 
other airline  to  prosper  long  term.  And 
he  has  another  good  reason  for  wanting 
to  cash  out:  On  Nov.  29,  he  disclosed 
that  he  had  asked  U.  S.  regulators  for 
permission  to  acquire  'Zh'-'  or  more  of 
USX  Corp.'s  stock. 

While  an  outside  buyer  has  yet  to  ma- 
terialize, some  TWA  employees  may  get 
serious  about  launching  their  own  bid 
for  the  carrier.  On  Dec.  4,  the  twa  pi- 
lots' executive  committee  will  meet  to 
discuss  ways  to  take  the  airline  off 
Icahn's  hands.  The  pilots  see  twa's 
worsening  condition  as  an  incentive  to 
move  fast.  Says  William  F.  Compton, 
chairman  of  the  TW,\  pilots'  negotiating 
committee:  "I  can't  see  the  airline  stay- 
ing in  business  a  couple  of  years." 

twa's  results  are  deteriorating.  For 
the  first  nine  months  of  1989,  the  carri- 
er's operating  income  dropped  by  more 
than  half,  to  $110.3  million,  from  the 
same  period  in  1988.  And  operating  cash 
flow  has  shriveled  to  $111.3  million  for 
nine  months,  less  than  half  the  level  a 


year  ago.  "They're  losing  money  in  ev- 
ery sense,"  says  Philip  Baggaley,  vice- 
president  at  Standard  &  Poor's  Corp. 

twa's  plight  could  activate  an  agree- 
ment that  gives  Icahn  the  right  to  shore 
up  its  balance  sheet  by  selling  assets 
and  seeking  concessions  on  pilots'  con- 
tracts. But  the  pilots  are  in  no  mood  for 
concessions,  and  neither  is  twa's  chap- 
ter of  the  International  Association  of 
Machinists.  The  machinists  have  been 
working  without  an  agreement  since  De- 
cember, 1988,  and  after  giving  twa 
wage  cuts  in  1986,  they  don't  want  Icahn 
coming  back  for  more. 
CORR  ENCORE?  The  pilots  could  conceiv- 
ably grant  concessions  if  they  try  to  buy 
the  airline  outright  or  if  they  attract  an 
outside  investor  friendly  to  them.  The 
lA.M,  meanwhile,  has  kept  investment 
banker  Brian  Freeman  on  retainer  for 
several  years  to  explore  possiblities. 

According  to  an  industry  source,  there 
is  at  least  one  potential  outside  buyer: 
D.  Joseph  Corr,  former  head  of  both 
TWA  and  Continental  Airlines  Inc.  Corr 
certainly  knows  TWA,  but  it's  unclear 
whether  he  could  line  up  financing.  And 
although  the  company  would  not  com- 
ment, it's  known  that  Pan  Am  Corp.  has 
looked  at  twa,  as  well  as  many  other 
airlines,  as  a  potential  partner. 

Icahn  isn't  commenting.  But  people 


close  to  the  negotiations  say  that  in  ee 
ly  November  he  warned  labor  officia  j 
about  twa's  dismal  third-quarter  result  | 
Those  who  attended  the  meeting  say  1 
intimated  that  the  pilots  might  sta 
looking  for  a  buyer. 

Anyone  who  wants  TWA  faces  lots  ( 
problems  before  closing  a  deal.  A  larg  i 
rival  carrier  would  have  to  withstar  i 
antitrust  scrutiny.  As  for  Corr,  the  m;;(l 
chinists  harbor  ill  feelings  toward  hii-^l 
from  his  days  as  a  tough  cost-cutter  a  I 
the  airline.  He's  "more  of  the  same,  - 
says  Thomas  Higginbotham,  generf ; 
chairman  of  lAM  District  142.  And  Icah, 
(•an  talk  seriously  about  a  deal  one  da 
nnly  to  walk  away  the  next.  His  askin 
I  irice  for  TWA,  which  has  a  negative  boo  | 
value  of  $159.7  million,  is  more  than  $50 
million,  the  pilots  say.  ' 

Any  new  owner  would  also  inheri' 
Icahn's  headaches,  twa  has  attractiv' 
transatlantic  routes,  a  powerful  St.  Lou, I  .  ^ 
is  hub,  and  more  than  $700  million  iij  \M 
cash   and  marketable  securities.   Bu  I 
long-term  debt  is  $2.6  billion,  while  ne  i 
interest  expense  this  year  is  a  heav} 
$234  million.  Debt  payments,  providec 
there  are  no  refinancings,  swell  to  $40C  inii 
million  in  1992  from  nearly  $120  millior  i  tM 
in  1990.  Meanwhile,  passenger  traffic  i  rm 
rose  a  bare  O.S^c  in  the  first  nine  monthsT  ■ 
of  this  year,  and  the  industry  is  bracing 
itself  for  worse  conditions  in  1990. 

These  problems  limit  the  number  ol 
potential  buyers.  And  as  time  passes. i 
the  airline  becomes  less  marketable.  But: 
Icahn  is  known  for  his  cooi  detachment 
and  expert  timing.  At  TWA,  he  can  only 
hope  that  when  he's  ready  to  deal  in 
earnest,  others  will  still  be  in  the  game. 

By  Todd  Vogel  in  New  York,  with  bureau 
reports 


TAKEOVERS  I 


AN  INSIDER  CAPER 
IN  LIECHTENSTEIN 


How  ABB  helped  the  SEC— and 
protected  a  U.S.  acquisition 


For  all  its  prestige  as  a  world  leader 
in  building  and  equipping  power  > 
plants,  ABB  Asea  Brown  Boveri  ■ 
Ltd.  has  taken  its  share  of  knocks  in  the 
U.  S.  One  came  in  1986  when  Asea  paid  ; 
$440,000  to  the  U.  S.  for  illegally  trans-  i 
ferring  technology  to  the  Soviet  Union.  ; 
And  earlier  this  year,  the  Justice  Dept.'s 
antitrust  watchdogs  blocked  a  proposed 
power-generation  joint  venture  with 
Westinghouse  Electric  Corp. 

Small  wonder,  then,  that  Percy  Barne- 
vik,  abb's  Swedish  chief  executive,  went 


58  BUSINESS  WEEK/DECEMBER  11,  1989 


allistic  when  the  Securities  &  Exchange 
lommission  filed  a  suit  alleging  insider 
-ading  during  abb's  friendly  takeover 
id  for  Combustion  Engineering  Inc.  In 
matter  of  days,  Barnevik  smoked  out 
16  culprit,  Christian  Norgren,  48,  a 
liechtenstein-based  board  member  and  a 
aperstar  of  European  finance.  Norgren 
oesn't  deny  doing  the  trades.  "I  made  a 
listake.  I  bought  a  few  shares  and  op- 
ens," he  told  BUSINESS  WEEK.  "I  have 

0  defense." 

Barnevik  recognized  that  a  prolonged 
EC  inquiry  could  block  his  long-held  aim 
f  widening  ABB's  U.  S.  presence.  Buy- 
ig  CE,  based  in  Stamford,  Conn.,  helps 
im  achieve  his  goal  of  having  25'/'  of 
BB's  $25  billion  in  sales  in  the  U.  S. 

The  insider-trading  scandal  broke  just 
vo  days  after  Barnevik's  triumphant, 
1.6  billion  bid  on  Nov.  13.  According  to 
le  SEC  suit,  a  newly  formed  Liechten- 
tein  group  called  Finacor  Anstalt 
ought  call  options  on  175,000  CE  shares 
t  $25.50  a  share  through  New  York 
rokerage  houses.  Finacor's  trading  ac- 
)unted  for  70%  of  certain  call  options 
n  Nov.  9,  97%  on  Nov.  10,  and  almost 
)0%  in  the  hours  preceding  the  Nov.  13 
id.  Finacor  also  bought  55,000  shares 
rior  to  ABB's  $40-a-share  bid. 
UST  FURIOUS.'  To  underscore  the  need 
)r  secrecy,  Barnevik  had  required  12 
BB  insiders,  including  Norgren,  to  sign 
declaration  prior  to  the  bid  stating  that 
ley  understood  the  consequences  if 
ley  traded  on  their  knowledge.  When 
le  SEC  acted,  Barnevik  "was  just  furi- 
is,"  says  Heinz  Haussmann,  an  abb 
inior  vice-president.  Barnevik  launched 

1  internal  investigation.  Norgren  said 
3  got  "scared"  and  acknowledged  his 
irt-ownership  of  Finacor. 

Until  he  was  fired  over  this  episode, 
le  Swedish  banker  managed  the  invest- 
lents  of  the  Liechtenstein  royal  family, 
assessors  of  one  of  the  biggest  private 
)rtunes  in  Europe.  He  had  become 
lairman  of  the  Bank  in  Liechtenstein 
ad  president  of  the  Prince  of  Liechten- 
;ein  Foundation.  But  he  was  oddly  igno- 
mt  of  U.  S.  vigilance  over  insider  trad- 
ig.  Says  Norgren:  "The  people  who 
ivised  me  on  this  transaction  didn't 
arn  me  about  the  SEC."  He  says  he  has 
rescinded"  his  trades,  and  abb  and  CE 
iy  their  deal  will  proceed. 

Liechtenstein,  a  tiny  principality,  has 
ven  tougher  financial-secrecy  rules 
lan  Switzerland.  The  SEC,  which  lacks 
ny  disclosure  agreements  with  Liech- 
mstein,  is  not  expected  to  pursue  a 
riminal  case  against  Norgren.  As  for 
is  own  plans,  Norgren  says  he'll  go 
iking  in  the  Alps  for  a  couple  of  weeks 
efore  contemplating  his  future.  "I  can 
ill  you,"  he  says,  "I'm  going  to  come 
ack."  But  not  with  abb. 

By  Jonathan  Kapstein  in  Brussels,  with 
'ean  Foust  in  Washington 


COHEN:  WILL  AMERICAN  EXPRESS  DECIDE  TO  SELL  THE  FIRM  OUT  FROM  UNDER  HIM? 


MUSICAL  CHAIRS  MAY  NOT 
DO  THE  TRICK  AT  SHEARSON 


The  management  shuffle  and  minor  layoffs  won't  fix  the  bottom  line 


For  Jeffrey  B.  Lane,  president  and 
chief  operating  officer  of  Shearson 
Lehman  Hutton  Inc.,  the  jolting 
news  came  from  what  he  thought  was 
his  rear  guard.  After  four  years  as  pres- 
ident of  the  firm.  Lane's  business  school 
chum,  Shearson  Chairman  Peter  A.  Co- 
hen, unceremoniously  demoted  him  on 
Nov.  29  to  chief  of  the  new  money  man- 
agement division. 

Cohen's  move  is  part  of  a  desperate 
effort  to  resuscitate  Shearson  after  a 
series  of  crises  since  the  firm  acquired 
E.  F.  Hutton  Group  Inc.  nearly  two 
years  ago.  In  addition  to  pushing  Lane 
aside,  Cohen  created  four  new  divisions, 
transferred  15  other  key  executives,  and 
consolidated  the  investment  banking 
wing's  power  over  much  of  the  firm. 

The  situation  cried  out  for  change. 
Shearson's  woes  are  legion,  even  by 
Wall  Street  standards.  Despite  a  rising 
market  during  the  first  nine  months  of 
the  year,  Shearson's  profits  weighed  in 
at  $106  million,  or  98$  a  share.  That's 
down  3.6%,  or  $1.05  a  share,  from  last 
year's  $110  million.  The  tepid  results  did 
little  for  the  company's  already  weak 
financial  position,  with  goodwill  account- 
ing for  85%  of  capital.  Citing  what  it 
described  as  "low"  tangible  capital  lev- 
els, Moody's  Investors  Service  has  said 
that  it's  reviewing  Shearson's  debt  rat- 
ing for  a  possible  downgrade. 

Cohen  is  doing  his  best  to  appease  the 
credit  agencies  and  turn  a  profit.  But 


efforts  to  fix  Shearson  thus  far  have 
featured  more  cosmetics  than  substance. 
Aside  from  the  management  changes, 
Shearson  said  on  Nov.  7  that  it  would 
lay  off  800  of  its  38,500  employees— a 
scant  2%  of  the  work  force.  Shearson 
still  carries  a  hefty  10,500  brokers — the 
second-largest  crew  on  Wall  Street. 

James  D.  Robinson  III,  chairman  of 
Shearson's  corporate  parent,  American 
Express  Co.,  is  a  prime  mover  in  the 
reorganization.  "Who  would  put  the 
squeeze  on  Cohen?"  says  Lawrence  Eck- 
enfelder,  an  analyst  with  Prudential- 
Bache  Securities  Inc.  "Robinson."  An 
AmEx  spokesman  declined  comment.  Co- 
hen and  Lane  did  not  return  calls. 
BACKUP.  Cohen  isn't  in  the  clear  yet. 
Shearson's  share  price  has  dived  by  a 
third,  to  about  15,  since  the  end  of  Au- 
gust, and  AmEx  is  unhappy  about  the 
drop  in  value  of  its  60%  stake.  As  back- 
up, Cohen  is  studying  whether  he  needs 
an  outside  investor  to  inject  more  capital 
into  Shearson,  say  sources  at  the  firm. 

But  even  new  capital  may  not  be 
enough.  AmEx  says  it  wants  to  reduce 
its  ownership  in  Shearson  when  the  mar- 
ket improves.  Shearson  observers  say 
Robinson  may  opt  to  sell  the  firm  out 
from  under  Cohen.  "His  job  is  safe  for 
the  next  year,  but  after  that,  it's  up  for 
grabs,"  says  Perrin  H.  Long  Jr.,  an  ana- 
lyst at  Lipper  Analytical  Securities  Corp. 

Cohen  must  still  replace  Lane,  and 
Richard  S.  Fuld  Jr.,  who  was  head  of  the 
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firm's  taxable  fixed-income  unit  and  will 
be  named  president  of  the  capital-mar- 
kets group,  is  widely  seen  as  heir  appar- 
ent. Any  successor's  first  task  will  be  to 
mollify  the  firm's  investment  bankers, 
who  blame  Lane  for  Shearson's  declin- 
ing profits  and  their  dwindling  bonuses. 
Lane's  defenders  say  the  former  presi- 
dent is  a  scapegoat,  and  they  challenge 
his  successor  to  do  better. 


Ultimately,  though,  it's  up  to  Cohen  to 
cure  the  firm's  central  problems:  low 
capital  and  high  costs.  New  manage- 
ment can  accomplish  little  without  a 
strong  shift  in  direction.  And  until  Peter 
Cohen  decides  how  he'll  steer  Shearson 
toward  profits,  the  flank  he'll  have  to 
watch  will  be  his  own. 

By  Jon  Friedman  in  Boca  Raton,  Fla.. 
icith  Gary  Weiss  in  New  York 


THE  S&L SCANDAL  I 


BOB  BENNETT:  ON  THE  TRAIL 
OF  THE  'KEATING  FIVE' 


A  classic  Washington  insider  takes  on  a  delicate  Senate  ethics  inquiry 


At  the  age  of  12,  Robert  S.  Ben- 
nett won  the  boxing  champion- 
ship of  the  Brooklyn  Boys  Club. 
William  J.  Bennett,  the  Bush  Adminis- 
tration's drug  czar,  remembers  how  re- 
lentless his  older  brother  was  during 
sparring  sessions.  "I've  had  Bob  Bennett 
after  me  a  few  times,"  Bill  says,  "and 
there  is  a  certain  feeling  of 
inevitability." 

Now,  Bob  Bennett  has 
some  new  sparring  part- 
ners. The  Senate  Ethics 
Committee  chose  the 
Washington  defense  law- 
yer on  Nov.  17  to  review 
allegations  that  five  Sena- 
tors improperly  interfered 
with  federal  regulators' 
oversight  of  Lincoln  Sav- 
ings &  Loan  Assn.,  whose 
$2.5  billion  failure  in  April 
may  prove  the  largest  yet 
in  the  thrift  debacle.  If 
Bennett  determines  Senate 
rules  may  have  been  vio- 
lated, the  Ethics  Commit- 
tee could  launch  a  formal 
investigation  of  the  five: 
Majority  Whip  Alan  Cran- 
ston (b-Calif.),  Banking 
Committee  Chairman  Don- 
ald W.  Riegle  Jr.  (D-Mich.), 
John  McCain  (R-Ariz.), 
Dennis  DeConcini  (D- 
Ariz.),  and  John  H.  Glenn 
Jr.  (D-Ohio). 

Bennett  comes  well-prepared  for  the 
job.  In  1981,  he  served  as  special  counsel 
to  the  Ethics  Committee  in  its  probe  of 
former  Senator  Harrison  A.  Williams  Jr. 
(D-N.J.),  who  was  convicted  of  bribery 
in  the  Abscam  scandal  and  later  expelled 
by  the  Senate. 

This  investigation  will  be  far  more  dif- 
■  I'  ult,  however.  A  jury  had  convicted 
WHliams  before  Bennett's  inquiry  be- 


gan. But  no  one  has  charged  the  five 
senators  with  any  crime. 

Many  of  the  facts  already  are  public. 
The  core  of  the  allegations  against  the 
lawmakers  is  that  they  improperly 
helped  Lincoln  and  Charles  H.  Keating 
Jr.,  who  controlled  the  thrift  through 
American  Continental  Corp.,  evade  the 
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grasp  of  regulators  who  wanted  to  shut- 
ter the  institution.  Keating  contributed 
$1.4  million  to  the  five  senators.  The  law- 
makers say  they  did  nothing  wrong. 

Bennett  won't  discuss  the  "Keating 
Five"  inquiry,  but  sources  familiar  with 
the  matter  say  the  50-year-old  former 
prosecutor  will  move  quickly  to  assem- 
ble a  staff  of  lawyers  and  investigators 
to  gather  documents,  issue  subpoenas, 


and,  eventually,  interview  the  senators 
A  leading  member  of  Washington's 
clubby  bar,  Bennett  is  praised  by  col 
leagues  and  courtroom  adversaries  alike 
as  tough  but  fair.  "He's  not  a  madman 
but  he's  certainly  not  going  to  sweep; 
anything  under  the  rug,  either,"  says 
Reed  Weingarten,  a  former  top  Justice 
Dept.  prosecutor  and  onetime  courtroom 
adversary  of  Bennett's.  The  senators.: 
adds  Lawrence  Barcella,  a  former  assis-l 
tant  U.  S.  Attorney,  "will  get  what  they 
deserve."  1 
The  Ethics  Committee  appointment 
caps  a  year  in  which  Bennett  won  some 
major  victories  for  his  clients.  He  negoti- 
ated a  Nov.  13  agreement  in  which 
Boeing  Co.  pleaded  guilty  to  criminal 
charges  of  illegally  obtaining  secret  Pen 
tagon  planning  documents  and  agreed  to 
pay  $5  million  in  fines — a  penalty  the 
judge  criticized  as  being  too  light. 
RELENTLESS.  Bennett  this  year  won 
criminal  antitrust  case  in  New  York.  The 
first  trial  ended  in  a  hung  jury.  In  the 
retrial,  Bennett  convinced  the  jury  that 
his  client,  a  vice-president  of  an  asphalt 
firm,  was  not  guilty  of  rigging  bids  and 
fixing  prices  on  paving  contracts  in 
Westchester  County.  "He 
just  doesn't  let  up,"  says 
William  Bassett,  the  ac- 
quitted executive. 

Bennett  is  the  classic 
Washington  insider:  law 
degree  from  Georgetown 
University;  clerkship  with 
a  U.  S.  District  Judge,  the 
late  Howard  F.  Corcoran; 
assistant  U.  S.  Attorney; 
and  five  years  at  the  pres- 
tigious firm  of  Hogan  & 
Hartson.  Bennett  original 
ly  wanted  to  become  a  doc- 
tor, but  he  cut  classes  to 
watch  trials  in  the  federal 
courthouse.  "I  like  person- 
al relationships,"  Bennett 
says.  "If  I  had  been  a  doc- 
tor, I  would  have  been  s 
psychiatrist." 

In  1975,  Bennett  started 
his  own  defense  boutique 
for  white-collar  criminals, 
well  before  such  firms  be- 
came fashionable.  And  un- 
like many  Washington  law- 
yers, Bennett  is  no 
stranger  to  the  inside  of  a  courtroom. 
"When  I'm  in  front  of  a  judge  or  a  jury, 
it's  just  the  greatest  thing  in  the  world,'' 
he  says.  "I  wouldn't  be  in  this  line  of 
work  if  I  was  the  shy,  retiring  type." 

But  convincing  a  jury  may  be  easier 
than  stepping  into  a  spreading  political 
scandal.  His  new  post  will  test  just  how 
well  he  performs  in  the  spotlight. 

By  Tim  Smart  in  Washington 
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Free-for-AU  at  your  IBM  dealer. 


1 


'''No  payments 
till  next  year. 


Howre  you  going  to  do  it? 


Your  IBM  dealer  is  now  offering  over  $500  worth  ol  free  software,  a  big  rebate,  delaved 
payments  and  instant  eredit.  All  in  time  tor  liolidav  gilt-giving.  It  you  like  a  good 
'Free-for-Alir  see  your  IBM  dealer.  October  1,  K)8<>  to  January  15.  IWO. 

Free  software  for  work  or  play.  Buy  an  IBM  Personal  System/2"  Model  25, 
Model  30.  Model  30  286,  Model  50  Z  or  Model  55  SX  and  DOS  or  dS/2;  and  your  free 
software  kit  includes:  Andrew  Tobias"  Managing  \our  Money  '  and  Tax  Ciil.'"  to  hcl|) 
with  your  business  and  [jersonal  finances;  King's  (Jiiesl  II  '  and  //(n/c ' "s  Hook  of  (ianics, 
for  hours  of  entertainment;  and  Microsoft '  Iforks,  the  all-in-one  word  processing, 
spreadsheet,  data  base  and  communications  tool  for  home  use  or  to  help  you  run  a 
growing  business. 

A  generous  rebate.  Buy  the  PS/2'  Model  55  SX  and 
DOS  or  OS/2,  and  you'll  have  the  power  of  386  SX™  technology 
right  at  your  fingertips,  all  that  free  software — plus  a  $200 
rebate  tucked  away  in  voiir  [tocket. 

Instant  credit.  You  can  buy  your  PS/2  without  using  ca 
your  own  credit  card,  riic  IBM  Credit  Corporation  i 
card  provides  instant  credit  to  all  qualified  buyers. 

No  payments  until  February  1990. 
With  IBM's  instant  credit  card,  you  can  walk  J>'rosoii\v,^ 
out  with  your  PS/2,  and  walk  away  from 
payments  until  next  year.  For  the  name  of  the 
nearest  IBM  Authorized  Dealer  with  the"Free-for-Air 
deals,  call  1  800  IBM-2468,  ext.  1Q2. 


IBM  Personal  System/2,  PS/2  and  OS/2  are  registered  trademarks  of  IBM  Corporation  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation  Managing  Your  Money  is  a  registered  trademark  and  Tax  Cut  is  a  trademark 

of  MECA  Ventures,  Inc  Kings  Quest  is  a  registered  trademark  of  Sierra  On-Lme,  Inc  Hoyle  is  a  trademark  used  under  license  from  Hoyle  Products,  a  division  of  Brown  &  Bigelow,  Inc  386  SX  is  a  trademark  of  Intel  i-  IBM  Corp  1989 


THE  WORK  FORCE  I 


TEMP  AGENCIES  ARE  PRAYING 
THE  SLUMP  IS  JUST  TEMPORARY 


When  business  pinches  pennies,  part-timers  feel  the  squeeze 


At  Skill  Bureau,  a  Boston  tempo- 
rary services  company,  em})loy- 
ccs  have  been  reduced  to  such 
austerity  measures  as  ridinj^  subways 
and  consiTving  paper  clips.  Nearby  Brat- 
tle Temps  last  year  re^jularly  found 
work  for  all  its  850  employees,  but  today 
it  can  |)lace  only  2^f/<\  In  its  halcyon 
days,  owner  Diana  Pasley  reminisces, 
"anything  that  was  l)reathin^  could  j^et 
placed." 

Skill  Bureau  and  Braille  are  at  ihe 
epicenter  ol'  a  slump  in  the  temporary 
services  business,  which  {j;rew  at  a  dou- 
l)le-di};il  pace  throujrh  the  19H()s.  Today, 
temp  firms  increasinjjly  find  themselves 
the  losers  in  a  simj)le  accounting  acro- 
nym— — l)ecause  tem[)s  are  the  last 
employees  in  the  door  when  business  is 
good,  but  the  first  to  be  let  out  when 
times  turn  had. 

STRANGE  TIMING.  It  might  .seem  an  odd 
nidintiil,  then,  I'or  a  major  expansion  in 
the  U.  S.  temp  market,  but  that's  pre- 
cisely what  Adia  International  has  in 
mind.  The  company  bid  $".i()r).4  million  on 
Nov.  20  for  l>()n(lon-l)ase(l  Hestair  to 
snag  Hestair's  U.S.  operations.  Talent 
Trt'e.  If  Adia's  bid  succeeds,  it  becomes 
even  more  vulnerable  to  a  down  cycle, 
struggling  along  with 
corn|)etitors  Kelly  Si'r 
vices,  Manpower,  and 
Olsten. 

y\dia's  strategy  ap- 
pears simple:  sell  off 
Hestair's  renuiining 
nontemp  businesses  and 
cash  in  on  the  II.  S.  mar- 
ket, where  Hestair 
earns  some  4()'a  of  its 
profits.  But  the  timing- 
is  suspect,  given  that 
Hestair's  stronghold  is 
smack  in  the  middle  of  a 
temp  agency's  nightmare — the  North- 
east. "Two  years  ago,  you  couldn't  find 
anybody  I'or  love  or  money"  in  the 
Northeast,  says  Mitchell  Fromstein,  c.Ko 
of  Blue  Arrow  I'l.c,  Manpower's  parent. 
"Now,  it's  definitely  in  a  down  cycle." 

The  nationwide  picture  isn't  much  bet- 
ter. There  are  a  few  bright  spots:  The 
temp  business  is  booming  in  Chicago 
and  Los  Angeles.  But  temp  employees 
find  little  work  in  New  York,  Boston, 
and  the  rest  of  New  England.  All  in  all, 
from  May  through  September,  the  indus- 


try posted  the  first  year-over-year  em- 
ployment declines  since  1980  (chart). 
Christmas  retailing  has  picked  up  the 
numbers  a  little  lately,  but  most  indus- 
try followers  |)redict  a  downturn  in  the 
first  half  of  1990. 

Agency  executives  say  they're  pre- 
pared for  it.  "We  can  pull  our  belts  in 
pretty  quickly,"  boasts  Thomas  Anton, 
chief  operating  officer  at  Kelly  Services. 
I5ut  the  belt  cinches  uj)  an  industry 
bloated  after  a  decade-long  feast:  T(>m- 


temp  use  by  25%  since  the  1987  stod 
market  crash.  "It's  always  a  lot  mo* 
ex[)ensive  to  get  rid  of  a  full-time  er 
ployee,"  says  Michael  Cunningham,  s| 
nior  vice-president  for  human  resource 
"Temps  r(>ally  are  a  commodity." 
'CATCHING  OUR  BREATH.'  And  companid 
are  deciding  to  manage  that  cost  fd 
themselv(>s.  Fidelity  Investments  in  Bol 
ton,  Quaker  OaLs  in  Chicago,  and  NJ 
tional  Semiconductor  in  Sant^i  Clar| 
Calif.,  now  hire  their  own  pools  of  er 
ployees  who  float  among  departments 
the  companies'  needs  change.  Fidelityl 
in-house  TempWorks  unit,  for  exampl| 
saved  the  company  $2  million  in  agenc 
billings  during  three  years  of  operatioj 
So  far,  the  big  temp  suppliers  shru 
off  comjM'tition  from  in-house  agencid 
and  bouti{iues  that  offer  specialized  pel 
sonnel.  And  many  think  this  summerl 
doldrums  were  only  a  correction  on 


TEMPORARY  WORKERS: 
THE  BOOM  FIZZLES 


BLUE  ARROW'S  FROMSTEIN:  TWO  YEARS  AGO,  JOBS  WERE  PLENTIFUL 


▲  MILIIONS 


DATA:  SlUNTaUSSlOEWHNC 


porary  services  employ- 
ment doubled  from  1981 
to  1986  and  encom- 
passed a  record  1.08  mil- 
lion employees,  or  \"/'  of 
the  U.  S.  work  force,  l)y 
li)88.  Olsten,  Kelly,  and  Manpower  have 
added  more  than  50  new  offices  a  year 
from  1985  through  li)88  and  expanded 
operations  in  existing  locations.  Fueling 
the  growth  was  the  discovery  that  temps 
can  move  outside  of  the  traditional  cleri- 
cal jobs  to  take  on  tasks  as  accountants, 
nurses,  and  even  engineers. 

Today,  such  com|)anies  as  IHM,  Procter 
&  (Jamble,  and  AT&T  use  temporary  em- 
ployees to  adjust  their  work  forces  to 
the  business  cycle.  Dean  Witter  Finan- 
cial Services,  for  example,  has  cut  its 


longer-term  growth  chart.  "We're  kin 
of  catching  our  breath,"  says  Frank  N 
Ligouri,  president  and  chief  operatinj 
officer  of  Olsten  ('orp. 

At  Hestair,  which  is  resisting  Adia' 
bid,  Chairman  David  Hargreaves  think 
his  firm  and  others  can  ride  out  even 
recession  with  relative  ease.  Today' 
temps,  he  claims,  are  more  highly  skilld 
and  less  disposal)le  than  in  the  oid  MK( 
days.  "Fven  if  the  economy  slows, 
think  our  business  will  remain  fairl; 
steady,"  Hargreaves  says.  The  industr 
that's  dependent  on  the  temporary  stil 
longs,  like  any  other,  for  one  thing  pei 
tnanent — prosperity. 

liij  Da  rid  drcisivg  in  Ch  icago,  wit, 
Mark  Mnremont  in  London  and  Rober 
Duffy  in  Boston 
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And  Y)uTlioiidit  Selling 


Before  you  buy  a  new 
business  telephone  system, 
first  think  about  why  you're 
unloading  your  old  one. 

If  it's  because  your  old  sys- 
tem can't  accommodate  new 
technology,  add  new  fea- 
tures, or  add  enough  lines, 
consider  the  flexible  phone 


system  that  can  do  all  of  these 
things.  The  Centrex  system, 
from  Pacific  Bell. 

With  Centrex,  there's  no 
expensive  switching  equip- 
ment to  buy  in  the  first  place. 
Instead,  you  plug  into  Pacific 
Bell's  hardware,  located  at 
our  central  offices. 


So  when  new  technolo- 


gies emerge,  you  won  t  neec  rjcKii 


new  hardware  or  software. 
Instead,  we'll  simply  update 
the  system  at  our  end. 

When  you  need  more 
features  or  lines,  we  can  pro- 
vide those,  too.  It's  all  done 
through  our  network. 


A? 


A  PACIFIC  TELESIS  COMPANY  I  //HMMi 


1989  Pacific  Bell 
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As  a  result,  you're  never 
uck  with  yesterday's  tech- 
ology.  Or  left  in  the  position 
f  trying  to  sell  outdated 
quipment. 

It  comes  down  to  this: 
here  are  two  kinds  of  phone 
/stems. 

There's  the  flexible  kind, 


that  can  grow  and  change 
as  business  and  technology 
change.  Pacific  Bell  Centrex. 

And  then  there  are  those 
based  on  the  available  tech- 
nology of  the  day  For  exam- 
ples of  this  type,  just  consult 
the  classifieds.  Under  the 
heading,  "Bargains." 


For  a  free  IBM  compatible  disktte 
showing  Centra's  advantages,  call 
m0'622'0735.ext  317.  For  more 
about  Centrex,  call  your  Paafic  Bell 
Account  Executive  or  an  Authorized 
Sales  Representative  for  Pacific  Bell 

Were  making 
things  easier.. 


pacificESbell 
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vvc  iiiivc  uiic  oi  ulc  ictrgcM  caMi  iiiuuuiic  piugraiiis  iii  uic  couiiiry.  rviiu  wiicii 
I  tell  people  that  we've  also  got  a  toll-free  number  to  call  for  the  nearest  machine. . . 
thats  something  rihey  really  appreciate,      see,  the  companies  I  deal  with  have  hundreds 
or  thousands  of  employees  who  travel  all  over  the  country.  Now,  when  employees  need 
hst  cash  in  an  unfemiliar  city,  they  just  call  1-800-CITI-ATM.  That  number  sure 
comes  in  handy."; 

Fast,  easy  cjfeh  when  you  travel.  hJo  one  takes  care  of  the  frequent  business  traveler  I 
like  Diners  Qub.  tft    ^  ' 


You  doif t  want  to  buy  a  used  car  from  Aetna 


J  AEtna  Lite  and  Casualty  Company 


A  little  while  back,  John  Barracato  went  out  car  shopping. 
He  bought  ten. 

Then  he  did  something  really  unusual. 
He  torched  them. 

You  see,  John  is  one  of  America's  leading  arson  experts.  Not  coinci- 
dentally,  he  also  leads  Aetna's  Fire  and  Fraud  Investigation  Team. 

And  because  he  burned  those  cars,  law  enforcement  agencies  nation- 
wide can  more  easily  detect  the  difference  between  accident  and  arson. 

As  a  result,  this  research  has  had  the  beneficial  effect  of  putting  more 
arsonists  behind  bars. 

More  tangibly  for  Aetna's  customers,  John's  team  is  saving  millions 
of  dollars  every  year  by  identifying  attempted  arson  and  prosecuting  the 
criminals  who  attempt  to  profit  from  it. 

No  other  insurance  company  that  we  know  of  goes  to  the  some- 
times extreme  lengths  that  Aetna  does  in  order  to  fight  fraudulent  claims. 

But  that  works  to  the  advantage  of  every  one  of  our 
customers  who  invest  in  one  of  our  insurance  policies. 

If  not  one  of  our  many  used  cars. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 


TURNAROUNDS! 


FREDERICK'S  OF  HOLLYWOOD 
TRADES  ITS  X  RATING  FOR  AN  R 


It's  still  saucy  but  no  longer  lewd — and  sales  and  its  stock  are  soaring 


UNDIES  OF  THE  ACES:  SHOPPERS  CAN  VIEW  GARMENTS  WORN  BY  MAE  WEST,  AMONG  OTHERS 


For  years,  Frederick's  of  Hollywood 
made  sleaze  pay.  Catering  to  the 
libidos  of  swingers  and  sex-starved 
housewives,  its  stores  and  catalogs 
pushed  such  provocative  items  as  metal- 
studded  black  vinyl  bodysuits  and  whips, 
earthquake-proof  ceiling  mirrors,  and 
bras  with  built-in  nipples  "for  that  cold- 
weather  look  all  year  round."  But  by 
198-5,  after  decades  of  selling  undies  bet- 
ter known  for  what  was  missing  than 
for  what  was  there,  the  boom  days  for 
Frederick's  were  over.  Sales  were  off, 
operations  were  in  disarray,  competition 
had  intensified,  and  founder  Frederick 
X.  Mellinger  was  ailing. 

Help  could  hardly  have  come  from  a 
more  unlikely  source.  To  revive  the  em- 
pii-e,  Frederick's  turned  to  George  W. 
Townson,  a  mild-mannered  New  En- 
glander  who  had  run  a  mail-order  unit 
for  Carter  Hawley  Hale  Stores  Inc.  and 
a  gift-shop  chain.  Townson  decided  to 
keep  the  naughty  but  lose  the  lewd.  Out 
went  the  vibrators,  explicit  books,  and 
sex  games.  But  for  Frederick's  faithful, 
there  are  still  thigh-high  black  boots 
with  spike  heels  or  crotchless,  musical 
panties  that  play  a  medley  of  Christmas 
songs.  To  help  nudge  Frederick's  sala- 
cious image  closer  to  the  mainstream, 
the  company  also  began  stocking  pale 


pmk  terrycloth  robes  and  cotton  pant- 
ies— sans  the  peekaboo  openings. 

"They've  gone  from  X-rated  to  R," 
says  Frederick  H.  Marx,  a  Bloomfield 
Hills  (Mich.)  retail  consultant.  "They've 
abandoned  their  sluttishness.'"  The  tac- 
tics have  paid  off  handsomely.  Sales  are 
up  over  the  last  five  years.  On  Nov. 
16,  the  company  reported  annual  reve 
nues  of  S80  million.  The  red  ink  of  the 
mid-1980s  has  given  way  to  profits  of  S3 
million,  up  from  $1.7  million  in  1988. 
Frederick's  stock  has  soared  on  the 
American  Stock  Exchange,  from  4V4  ear- 
lier this  year  to  about  13. 
COYLY  CONCEALED.  To  accomplish  the 
turnaround,  Townson  steered  a  cagey 
course  between  the 
outlandishly  kinky  and 
the  overly  demure. 
Frederick's  offerings 
remain  more  direct  in 
their  intent  than  the 
softer  look  of  The  Li- 
mited's  lingerie  divi- 
sion, Victoria's  Secret, 
whose  popularity  has 
prompted  even  staid 
department  stores  to 
market  underwear 
more  seductively. 

To  help  achieve  this 
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RESPECTABILITY  PAYS  OFF 
AT  FREDERICK'S 

6-    


nSCAL  YEABS  EHDINS  IN  EAIitf  SEPIEMiHi 
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balancing  act,  Townson  narrowed  th 
company's  focus  by  stripping  wigs,  coi  ; 
tumes,  dresses,  and  sportswear  from  a 
but  the  main  store  and  the  catalog.  Alt< 
gether,  he  slashed  products  that  a( 
counted  for  24^"c  of  sales,  while  losin; 
.just  S%  of  Frederick's  existing  custome 
base.  He  also  updated  Frederick's  cat£ 
log,  which  he  recalls  as  "the  poor  man' 
Playboy."  by  replacing  tacky-  sketche,; 
of  models  with  photographs  that  coy\}t 
concealed  key  anatomical  details.  Cata 
log  sales  jumped  35fc  this  year  and  no*? 
account  for  more  than  a  third  of  tota 
sales.  Advertising,  too,  took  a  turn  tc 
ward  the  demure.  Forgoing  Hustler  am 
Penthouse,  Frederick's  ads  now  appea 
in  Vogue  and  Redbook. 
HARD  MANNEQUINS.  Frederick's  15 
stores  were  also  remodeled,  says  Town 
son,  to  dispel  the  image  "that  only  ba( 
U'irls  shop  here."  Stores  were  repaintec 
in  muted  colors  and  with  softer  lighting 
and  more  open,  inviting  fronts.  Hard 
'  '  iuvd.  "hookerish"  mannequins  were  re 
placed  with  less  brassy  versions.  All  thi 
has  won  Frederick's  better  mall  loea 
tions  from  once  leery  developers  am 
boosted  mall  traffic  by  31  ;c.  What  Town 
son  calls  his  "missionary"  work  has  als( 
gained  Frederick's  access  to  the  mailing 
lists  of  such  tony  retailers  as  Spiege 
and  Bloomingdale's,  which  had  spurnect 
Frederick's  in  the  past. 

Townson  made  plenty  of  changes  be^« 
hind  the  scenes,  too.  After  bringing  in 
new  management  team,  he  revampec  !: 
computer  systems  and  inventory  con- 
trols and  set  up  a  bonus  system  to  moti- 
vate the  sales  staff.  Now  he's  expanding 
the  company's  warehouse  to  more  thar 
double  mail-order  capacity. 

Some  Frederick's  traditions  linger  on 
however.  Its  landmark  "Purple  Palace' 
flagship  store  on  Hollwood  Boulevarc 
received  a  sedate  gray  paint  job  in  Octo- 
ber. But  loud  fuchsia  awnings  still  liver 
things  up.  And  in  an  obvious  move  tc 
entice  tourist  traffic,  the  retailer  last 
month  unveiled  a  lingerie  museum  there 
featuring  undies  worn  by  Mae  West; 
Cher,  and  Madonna. 
Clearly,  what  Townson  trumpets  as 

  "desleazification"  is 

relative  matter.  Fred-' 
L-rick's  catalii. 
less  titillating,  i 
cover  of  its  annual  re- 
port still  sports  the 
photo  of  a  scantily 
clad,  bodacious  blonde 
reclining    on  satin 
sheets.  Sex  still  sells 
Frederick's  has  just 
found  a  better  way  to 
tap  the  market. 

By  Kathleen  Kencin 
in  HoUyicood 
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Take  any  presentation    Change  the  color, 
graphic. 


mportant 


HEDGEPETH,  PERRONE  &  P.WrNERS,  INC. 


Reduce  it  33% .        Re-proportion  it. 


HEDCEPETO,  PERRONE  &  PARTNERS,  INC. 


And  knock  out 
B&W's  at  30  cpm. 


Great  color 
oil  plain  paper 
at  an  affordable 
price. 


'  1 

i 

You've  just  previewed  the 
Panasonic '  digital  color  copier. 

Presenting  the  FP-Cl,  from  Pan;isonic. 
Because  it's  digitiil,  you'll  be  able  to  custom  tailor  graphics  for  every 
presentation.  Because  it  does  black- &- whites  at  30  copies  per  minute,  you'll 
save  the  cost  of  a  second  copier  Because  it's  so  eiLsy  to  use,  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
X    proprietary  color  transcription  technology,  you'll  nave  few  paper 
jams  and  off- register  copies. 
Finally,  because  it's  so  affordable,  you'll  justify'  the  purchiise  a  lot  easier 
than  \ou  would  digit^il  color  copiers  costing  around  $40,000. 

The  FP-Cl.  It  brings  a  touch  more  creativity  to  any  office. 
For  the  name  of  vour  nearest  Pan;isonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 


Panasonic 


FP-Cl  IS  shown  accessorized.  '.©1989,  ftinasonic  Office  .^utomaimii 
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SKB  GETS  ROLLING 
WITH  A  PRICEY  DRUG 


►  SmithKline  and  Beecham 
now  have  a  chance  to  test  the 
benefits  of  their  four-month- 
old  merger.  The  fda  on  Nov. 
28  approved  the  sale  of  Bee 
Cham's  Eminase  blood-clot  dis- 
solver  in  the  U.  S.,  and 
SmithKline  Beecham  expects 
to  roll  it  out  nationally  in  Jan- 
uar>\  To  pitch  doctors,  the 
company  will  field  more  than 
1,000  salespeople,  including 
some  drawn  from  Upjohn  in  a 
joint  marketing  pact. 

SKB  could  enjoy  a  big  pric- 
ing advantage  over  its  main 
rival,  Genentech,  whose  Acti- 
vase  costs  about  $2,200  a 
dose.  Eminase  costs  about 
8850  a  dose  in  Europe,  but  so 
far  SKB  isn't  saying  how  much 
it  plans  to  charge  in  the  U.  S. 
Some  analysts  think  Eminase 
could  yield  up  to  S300  million 
in  annual  sales  in  a  few  years, 
if  the  price  is  right. 


TROUBLES  FOR  THE  NEW 
MAN  AT  M/A-COM 


►  Defense  electronics  maker 
M/A-Com  has  a  new  chair- 
man and  chief  executive.  He's 
Thomas  Vanderslice,  who 
headed  Apollo  Computer  for 
nearly  five  years  until  he  sold 
the  company  in  April  to  Hew- 
-ett-Packard  for  ^76  million. 
He  replaces  Thomas  Burke, 
who  was  killed  in  a  Septem- 
ber auto  accident. 

Vanderslice  confronts  an 
array  of  manufacturing  prob- 
lems and  the  challenge  im- 
posed by  defense  spending 
cutbacks.  Earnings  at  the 
Burlington  (Mass.)  company 
skidded  in  the  vear  endea 
Sept.  30  to  S178,000  from 
$18.3  million.  The  decrease 
came  despite  a  4'"c  rise  in  rev- 
enues, to  $441  million. 


BAD  COMPANY 
FOR  MICKEY  MOUSE? 


►  Can  Mickey  Mouse  coe.xist 
with  the  likes  of  Guns  'X' 
Roses?  Walt  Disney  thinks  so, 


and  has  launched  Holh-\vood 
Records,  a  label  that  will  spe 
cialize  in  rock,  pop,  and  rap 
music.  Heading  the  new  unit 
will  be  Los  Angeles  attorney 
Peter  Patemo.  His  client  list 
includes  such  raunchy  rock 
acts  as  Guns  'N'  Roses  and 
Metallica,  whose  images  will 
never  be  confused  with  Bam- 
bi's.  No  word  yet  whether  any 
of  those  groups  will  follow 
Patemo. 

Disney,  which  already  owns 
one  of  the  world's  largest  chil- 
dren's record  companies,  had 
looked  at  both  CBS  Records  in 
1988  and  .a&M  Records  this 
year  but  deemed  both  too  ex- 
pensive. By  using  the  Holly- 
wood name,  Disney  hopes  to 
maintain  its  squeaky-clean  im- 
age while  cashing  in  on  the 
popular  music  boom. 


TOM  CARVEL  KEEPS  HIS  DAY  JOB 


SOVIET  TECHNOLOGY 
MOVES  WEST 


►  Most  Soviet  involvement  in 
U.  S.  technology  companies 
has  entailed  licensing  pacts  or 
taking  an  equitj*  share  in  com- 
panies that  simply  market  So- 
\iet  technology'.  But  now.  Si- 
erra Ventures,  a  Menlo  Park 
(Calif.)  venture-capital  group, 
has  negotiated  a  deal  in  which 
the  state-run  Institute  of  Pro- 
tein Research  near  Moscow- 
will  swap  its  technology-  for 
equity  in  TransGene,  a  Cali- 
fornia biotechnology  startup. 

The  terms  call  for  the  So\i- 
ets  to  exchange  rights  to  a 
promising  technique  for  mak- 


Xew  Yorkers  seem  inured  to 
things  that  many  out-Kjf-towTiers 
find  jarring:  dirty  streets,  ag- 
gressive cab  drivers,  and  adver- 
tisements for  Cancel  ice  cream. 
The  pitchman  for  the  sweet 
stuff,  sold  in  700  franchise  out- 
lets throughout  the  Northeast 
and  in  Florida,  is  none  other 
than  82-year-old  Tom  Carvel 
himself.  In  a  strange  way,  Car- 
vel's gravelly,  halting  voice  is 
perfect  for  the  compan\''s  corny,  glitz-free  ads. 

So  the  first  question  many  New  Yorkers  asked  when  the^ 
heard  Cancel  was  being  sold  was  whether  it  would  lose  it 
spokesman.  Investcorp,  a  New  York-based  investment  bar 
concluded  an  agreement  on  Nov.  28  to  buy  the  company  fo^ 
$80  million.  Some  local  new^s  outlets  then  reported  that  Tor 
Can-el,  who  will  stay  on  as  an  ad\iser,  would  leave  the  ai 
Fear  not.  Robert  Glaser,  an  Investcorp  principal,  foresees  n(| 
change  for  now-.  "People  seem  to  like  him,"  he  says. 


ing  proteins  in  exchange  for  a 
10^c-to-209i  share  in  Trans- 
gene  and  research  support. 
Vladimir  Ezhkov,  deputy 
chairman  of  the  So\iet  State 
Committee  on  Science  &  Tech- 
nology, is  behind  the  deal,  so 
Sierra  expects  Kremlin  ap- 
proval within  weeks.  And  Pe- 
tri Vainio,  a  principal  in  Sierra 
Ventures,  doubts  the  Com- 
merce Dept.  will  object. 


A  NEW  EDITOR  FOR 
HARVARD'S  i7fy/f»y 


►  Theodore  Le\itc,  the  aca- 
demic marketing  guru  named 
to  head  the  Hatrard  Busi- 
ness Revieic  in  1985,  has  re 


signed  as  editor  of  the  bil 
monthly  journal  for  personal 
reasons.  His  successor:  Rosa| 
beth  Moss  Kantor,  an  exper 
in  entrepreneurial  economic 
lured  from  Yale  in  1986. 

Some  of  Le\itt's  peers  critil 
cized  him  when  he  first  atl 
tempted  to  give  the  Review  J 
fresh  look.  But  his  effortJ 
brought  the  journal  a  slightljl 
broader  audience — circulatioii 
rose  10,000,  to  210,000— anJ 
increased  ad  revenues.  AnJ 
though  some  professors  aJ 
the  B-school  worried  that  tha 
publication  wasn't  taken  seriJ 
ously  as  an  academic  outlet! 
Associate  Dean  John  L\-nc}| 
says,  "We're  very-  happy  withj 
the  Review." 


A  BIG  SALE  AT 
FREEPORT-McMORAN 


►  Freeport-McMoran  is  selling 
about  $1.3  bilhon  w-orth  of  as- 
sets in  a  restructuring  by  the 
energy-  and  mining  company 
The  sales,  including  chemical 
geothermal,  and  some  oil  op- 
erations, could  free  up  funds 
for  the  company's  big  mineral 
finds — a  copper  and  gold  field 
in  Indonesia  and  a  sulfur  de 
posit  off  the  Louisiana  coast 
CEO  Jim  Bob  Moffett  says 
that  the  finds  could  generate 
a  combined  $300  million 
cash  flow-  bv  1993. 
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You  never  know  where  your  reports  will  be  read,  so 
you  d  better  get  a  printer  with  great  presentation  skills 

Introducing  the  Pinwriter  P2200XE. 


These  days,  if  you  want  someone's 
undivided  attention,  you  have  to  com- 
mand it.  Introducing  the  new  NEC 
Pinwriter'  P2200XE.  A  top  quality  24- 
^ffi^^STJSi     wire  dot  matrix  printer  with  the  com- 
manding presentation  skills  of  an  old 
pro,  the  high  speed  and  low  price  of  a  young  upstart.  It's 
the  perfect  printer  for  anyone  on  a  budget. 

The  P2200XE  not  only  features  8  standard  type  styles 
and  18  ojitional  font  cartridges,  but  it's  the  world's  first 
printer  with  our  new  Fast  Focus™  font.  Which  delivers  let- 
ter quality  perfection  at  speeds  of 
more  than  80  ( hy  racters  per  second. 

Combine  type  variety  with 
360  X  360  dot-per-inch  resolution, 
and  a  ribbon  that  prints  every  dot 


Piymrriter  P2200XE 


crisp  and  black,  and  you're  beginning  to  get  a  very  clear  pic- 
ture of  just  how  commanding  your  reports  can  be,  complete 
with  charts,  graphs  or  drawings.  No  matter  who's  reading 
them.  No  matter  where. 

For  an  even  more  dramatic  presentation,  look  to  our 
P5200  or  wide  carriage  P5300  dot  matrix  printers.  Both 
uphold  the  Pinwriter  tradition  of  the  highest  reliability 
ratings  in  the  industry,  but  also  offer  the  blacker  blacks 
of  multi-strike  ribbon  technology. 

NEC  Pinwriter  printers.  They've  helped  make 
NEC  a  $24  billion  world  leader  in  computers  and 
communications.  They'll 
make  a  great  presentation 
on  your  behalf  any  time 
you  turn  one  on. 

WE'RE  MAKING  THINGS  BETTER  FOR  YOU, 


NEC 


NEC  Information  System.s,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 

i£J  Copyright  1989  NEC  Informalion  Systems.  Inc  Pinwnter  is  a  registered  trademark  and  Fast  Focus  is  a  trademark  of  NEC  Corp 
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A  CHILD  CARE  BILL  WILL  PASS 

US  SOON  AS  THE  DEMOCRATS  GROW  UP 


Child  care  was  one  the  Democrats  weren't  supposed  to 
lose.  The  legislation  was  a  top  priority  of  the  congressio- 
nal leadership,  and  even  the  Bush  Administration  backed 
he  idea  of  helping  low-income  parents  pay  for  child  care.  But 
vhen  Congress  departed  for  the  year  just  before  Thanksgiv- 
ng,  the  legislation  was  left  behind. 

Child  care  died  not  because  of  disagreements  over  the  sub- 
tance  of  the  bill  but  because  of  a  bitter  jurisdictional  feud  in 
he  House.  The  session  ended  in  a  fury  of  finger- 
(ointing.  Child  care  lobbyists  blamed  their  tradi- 
ional  allies;  members  blamed  weak  leaders  and 
me  another.  "There's  a  lot  of  anger  all  over  the 
ilace,"  says  one  lobbyist. 

The  legislation,  along  with  other  items  on  the 
)emocratic  wish  list,  will  be  back  in  1990.  But 
uccess  will  depend  on  the  House  leadership's 
bility  to  keep  the  often-fractious  Democrats  puli- 
ng in  the  same  direction. 

The  hopes  for  the  child  care  bill  were  brightest 
ri  June,  when  the  Senate  passed  the  $5  billion  Act 
or  Better  Child  Care  (ABC).  The  key  provisions 
vere  tax  credits  and  a  new  program  of  grants  to 
lay-care  providers  and  parents  of  preschool  chil- 
Iren.  House  Education  &  Labor  Committee  Chair- 
nan  Augustus  F.  Hawkins  (D-Calif.),  with  the 
hildren's  advocacy  groups  and  unions 
neasure. 

'URF  BATTLE.  Other  Democrats  had  different  ideas.  Arguing 
hat  a  perfectly  good  grant  program  already  existed,  Repre- 
entatives  Thomas  J.  Downey  (D-N.  Y.)  and  George  Miller  (D- 
]alif.)  pushed  for  an  expansion  of  child  care  grants  to  states 
ind  a  new  tax  credit  for  the  working  poor.  This  alternative 
von  approval  in  the  House  Ways  &  Means  Committee. 

Majority  Leader  Richard  A.  Gephardt  (D-Mo.)  had  tried  for 
veeks  to  forge  a  compromise  between  Education  &  Labor  and 
Vays  &  Means.  But  Downey  and  Miller  refused  to  accept  a 
ompromise  that  included  both  Hawkins'  grants  and  their  own 
iroposals.  Finally,  both  versions  became  part  of  an  omnibus 


THOMAS  J.  DOWNEY 


backing  of 
sponsored  a  similar 


budget  bill  in  hope  of  settling  the  dispute  in  conference. 

House  and  Senate  conferees  tried  to  hammer  out  a  child 
care  bill  separate  from  the  budget  mess.  On  Nov.  9,  Hawkins 
and  Senator  Christopher  J.  Dodd  (D-Conn.),  chairman  of  a 
Senate  subcommittee  on  children,  cut  a  deal  on  a  bill  that 
mainly  followed  the  ABC  approach  by  establishing  a  new  pro- 
gram of  subsidies  for  working-poor  families. 
The  only  hurdle  left  was  a  conference  between  Ways  & 
Means  and  the  Senate  Finance  Committee.  But 
Ways  &  Means  Chairman  Dan  Rostenkowski  (D- 
111.)  decided  there  was  too  little  time  left  in  the 
1989  session  to  work  out  the  differences.  Speaker 
Thomas  S.  Foley  (D-Wash.)  concurred  and  put 
child  care  off  until  next  year. 

Outraged  child  care  lobbyists  fear  the  $1.2  bil- 
lion set  aside  in  the  House  version  of  the  1990 
budget  will  be  lost  because  of  the  delay.  They  see 
themselves  as  the  victims  of  a  pointless  turf  bat- 
tle among  their  supposed  friends.  In  an  angry 
letter  to  Downey  and  Miller,  Children's  Defense 
Fund  President  Marion  Wright  Edelman  charged 
that  "the  two  of  you  will  deserve  the  full  blame 
for  this  tragic  and  unnecessary  outcome."  The 
fight  with  Downey  and  Miller  is  ironic:  Downey 
won  praise  from  advocacy  groups  for  sponsoring  the  1988 
Welfare  Reform  Act.  And  last  year,  CDF  gave  Miller,  chairman 
of  the  House  Select  Committee  on  Children,  Youth  &  Families, 
an  award  for  his  "significant  contributions"  to  children. 

Disappointed  supporters  of  the  legislation  also  criticize 
House  Democratic  leaders.  Says  Hawkins:  "The  leadership 
could  have  been  stronger  in  insisting  that  a  compromise  be 
accepted." 

The  fight  will  resume  in  January,  with  both  sides  picking  up 
where  they  left  off.  The  Democrats  can  get  a  child  care  bill 
through.  But  if  they  are  to  succeed  on  this  and  the  rest  of 
their  legislative  agenda,  the  House  leadership  will  have  to  lead 
a  lot  more  effectively  than  it  did  in  1989. 

Bi/  Susan  B.  Garland 


CAPITAL  WRAPUPI 


POLITICS 


Add  political  invective  to  dial-a-porn, 
stock  tips,  and  the  other  services 
you  can  get  by  dialing  900  or  976  phone 
numbers.  Punch  up  900  DUMP-HELMS 
(the  last  two  digits  don't  count),  and 
for  $2  a  minute  you  can  hear  a  diatribe 
against  controversial  Senator  Jesse  A. 
Helms  (R-N.  C).  The  service  is  the 
brainchild  of  Robert  D.  Rodman,  a 
computer  science  professor  at  North 
Carolina  State  University — who  also 
runs  more  mundane  pay-per-call  offer- 
ings such  as  biorhythms  and  horo- 
scopes. Rodman,  a  Democrat,  is  not 
affiliated  with  any  candidates,  but  he 
says  he  hopes  to  sell  the  names  and 


addresses  of  his  callers  to  Helms  chal- 
lengers next  year.  A  Federal  Election 
Commission  spokesman  says  the  FEC 
has  not  yet  handled  any  cases  involv- 
ing political  pay-for-call  services. 

EXPORT  CONTROLS  

The  cold  war  may  be  ending,  but  the 
battle  to  keep  high-tech  equipment 
out  of  East  bloc  hands  rages  on.  The 
1988  Trade  Act  requires  the  Commerce 
Dept.  to  define  what  machines  will  be 
subject  to  the  tough  controls  on  super- 
computers exported  even  to  friendly 
nations.  Computer  makers  are  horri- 
fied by  proposals  that  would  cover 
some  high-end  workstations — one  of 
the  U.  S.  industry's  biggest  exports. 


HEALTH  CARE 


A group  of  senators  including  Ed- 
ward M.  Kennedy  (D-Mass.), 
Lloyd  Bentsen  (D-Tex.),  and  Bob  Pack- 
wood  (R-Ore.)  is  looking  for  a  compro- 
mise that  would  provide  health  bene- 
fits to  the  37  million  uninsured 
Americans.  One  idea  being  bandied 
about:  a  tax  penalty  on  employers  who 
fail  to  provide  medical  coverage  for 
their  employees.  The  effect  might  be 
similar  to  Kennedy's  earlier  proposal 
that  would  have  required  employers  to 
cover  their  workers.  But  the  senators 
hope  that  the  tax  approach  will  stir  up 
less  fierce  business  opposition  than 
mandated  benefits. 
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S-OVIIET  UHKIW-N  I 


WILL  ECONOMIC  SUCCESS  BUY 
THE  BALTICS  THEIR  FREEDOM? 
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irty.  On  Dec.  19,  Lithuanian  Commu- 
>ts  will  likely  consider  just  that.  They 
e  expected  to  discuss  forming  a  new 
eakaway  party  at  a  special  congress, 
milar  attempts  to  form  breakaway  par- 
!S  may  follow  early  next  year  in  Esto- 
1  and  Latvia,  where  Communists  are 
'eady  fighting  hard  to  retain  seats  in 
jctions  for  local  town  and  city  councils 
heduled  for  Dec.  10. 
The  fiercest  confrontations,  however, 
uld  begin  in  February  and  March, 
len  all  three  republics  hold  their  elec- 
ms  for  parliament.  In  Estonia,  the  17- 
)nth-old  Popular  Front  has  an  election 
itform  that  lays  out  a  plan  for  a  "new 
public  of  Estonia  . . .  independent  but 
iied  with  the  Soviet 
lion."  Lithuania  will  allow 
pular  referendums,  per- 
ps  on  such  sensitive  is- 
es  as  independence.  "Mos- 
w  will  just  have  to  accept 
i  fact  that  the  Baltic  na- 
•ns  will  be  independent 
yway,"  argues  Trivimi 
illiste,  president  of  the  Es- 
lian  Heritage  Society. 
If  the  Baltics  push  too 
rd,  they  risk  a  crackdown 

the  army  and  the  KGB. 
1  estimated  240,000  troops 
e  stationed  in  the  three 
Titories,  together  the  size 

Missouri.  Another  form 

Kremlin  crackdown  could 

a  devastating  economic 
)ckade  of  the  republics, 
lich  depend  on  the  Soviet 
lion  for  90%  of  their  raw 
iterials  and  fuel.  In  that 
se,  economists  estimate,  the  republics 
uld  survive  for  only  a  few  weeks. 
Baltic  leaders  hope  to  avoid  direct  con- 
3ntation  by  using  their  economic  skill 

show  the  Kremlin  that  greater  inde- 
ndence  is  in  its  interest.  With  econom- 

reform  sputtering  elsewhere  in  the 
viet  Union,  the  Baltic  republics  are 
indouts.  "Gorbachev  wants  the  Baltics 

a  vanguard  of  perestroika"  says  Mi- 
ael  Mandelbaum,  an  East-West  expert 

the  Council  on  Foreign  Relations.  The 
ree  tiny  republics  of  10  million  people 
ready  boast,  per  capita,  more  joint  ven- 
res  and  cooperatives — Soviet-style  pri- 
,te  companies — than  the  rest  of  the  So- 
3t  Union.  "If  we  want  to  work  more, 
ly  shouldn't  we  be  able  to  live  bet- 
r?"  asks  farmer  Kaalma,  whose  ram- 
ackle  farmhouse  sports  a  huge  Japa- 
ise  TV. 

lONT-RUNNER.  Of  the  Baltic  states,  Es- 
nia  is  the  best  prepared  for  economic 
itonomy.  By  the  new  year,  officials 
,y,  the  republic's  parliament  will  have 
)proved  many  of  the  same  reforms 
arbachev's  advisers  have  been  pushing 
ith  httle  success  for  the  Soviet  Union, 
stonia  will  encourage  groups  of  work- 


ers and  shareholders  to  buy  up  state 
enterprises.  Private  farming  will  be  ex- 
panded, and  a  new  price  system  will  be 
set  up,  including  freer  prices  on  services 
and  on  some  consumer  goods. 

Perhaps  most  important,  Estonia  aims 
to  introduce  its  own  currency  by  1991, 
which  may  be  called  the  kroon — its  mon- 
ey before  the  Soviet  takeover.  "You  can- 
not have  a  market  economy  without 
money.  We  must  change  our  economy 
very  fast,  and  we  cannot  do  it  with  the 
ruble,"  says  Rein  A.  Otsason,  Estonia's 
Deputy  Prime  Minister.  Estonian  econo- 
mists say  they've  asked  banks  in  West 
Germany,  Sweden,  and  Italy  about  pro- 
viding credits  to  help  support  the  new 


Their  leaders  envision  the 
Baltics  as  sovereign  states 
within  a  confederation — the 
dismantled  Soviet  monolith 


money,  using  either  the  republic's  share 
of  Soviet  gold  reserves  or  other  gold 
deposits  in  Switzerland  that  predate  the 
Soviet  takeover. 

Unlike  the  ruble,  the  new  Estonian 
currency  would  be  convertible  into  for- 
eign money,  making  trade  and  invest- 
ment easy.  It  also  would  discourage  citi- 
zens of  other  Soviet  republics  from 
buying  out  Estonian  shops,  where 
goods,  while  scarce,  are  still  more  plenti- 
ful than  in  Moscow  or  Leningrad.  At 
Children's  World  department  store  in 
the  Estonian  capital  of  Tallinn,  for  exam- 
ple, well-made  children's  jackets  are  sold 
only  to  customers  who  can  produce  doc- 
uments that  prove  they  are  residents  of 
Estonia. 

By  building  up  foreign  economic  and 


political  ties,  leaders  hope  to  convince 
Europe  and  the  Soviets  that  the  repub- 
lics can  serve  as  a  "transit  zone"  be- 
tween Western  Europe  and  the  Soviet 
market.  Like  Poland  and  Hungary,  they 
want  Western  banks  and  governments 
to  offer  them  aid.  The  three  republics, 
with  a  reputation  for  vigorous  Hanseatic 
League  trade  in  the  14th  century,  have 
already  formed  their  own  tiny  Baltic  eco- 
nomic group  and  plan  to  open  up  talks 
with  the  European  Community. 
LOOKING  WEST.  Baltic  companies,  too, 
are  stepping  up  their  efforts  to  establish 
foreign  trade  links:  Agro-lis,  a  giant  ag- 
ribusiness enterprise  in  Lithuania,  has 
opened  up  talks  with  British  Sugar  on 
cooperating  to  increase  the 
republic's  output  of  sugar, 
partly  for  export.  In  addi- 
tion, it  has  talked  with  U.  S. 
consulting  companies  Global 
Technology  and  Albert  In- 
ternational about  other  food- 
processing  joint  ventures.  In 
Latvia,  at  least  seven  U.  S.- 
Latvian joint  ventures,  rang- 
ing from  ceramics  to  dairy 
farming  to  producing  com- 
puter software,  are  already 
under  discussion,  says  Pe- 
teris  Jurjans,  a  Latvian- 
American  lawyer  from 
Cleveland.  And  in  Estonia, 
the  possibilities  for  interna- 
tional joint  ventures  include 
industries  from  biotechnolo- 
gy to  computers. 

While  Baltic  radicals  push 
for  declaring  independence 
as  early  as  1991,  more  mod 
erate  political  leaders  see  opportunity  in 
the  wrenching  changes  now  taking  place 
in  the  Soviet  Union.  They  want  the  Bal- 
tics eventually  to  be  recognized  as  sover- 
eign independent  states  within  a  re- 
formed Soviet  Union — a  confederation 
rather  than  a  centralized,  monolithic 
state.  "We  have  to  obtain  a  different 
status.  But  this  does  not  necessarily 
mean  complete  separation.  It  does  not 
mean  that  we  have  to  leave  the  [So- 
viet] Union  market  and  the  Warsaw 
Pact,"  explains  Lithuanian  Vice-Premier 
Prunskiene. 

But  Vytautas  Landsbergis,  chairman 
of  Sajudis,  the  nationalist  Lithuanian  Re- 
form Movement,  goes  even  further. 
"One  could  form  a  Baltic  federation  of 
all  three  countries  with  economic  inte- 
gration," he  says.  "It  would  be  a  new 
state  on  the  same  level  as  Poland  or 
East  Germany."  Landsbergis'  scenario 
spells  nothing  less  than  the  beginning  of 
the  breakup  of  the  Soviet  state.  With 
nationalist  movements  blossoming  from 
Azerbaijan  to  the  Ukraine,  that  vision 
may  be  too  nightmarish  for  Moscow  to 
stomach. 

By  Rose  Brady  in  Vilnius,  Lithuania 
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AUSTRALIA  I 


CHRIS  SKASE 


How  frenzied  dealing  and  heaps  of  debt  caused  an  Aussie  collapse 


Christopher  C.  Skase  has  always 
craved  the  limelight.  For  his  40th 
birthday  bash  last  year,  the  Aus- 
tralian media  and  property  mogul  threw 
week-long  galas  at  two  of  his  luxury 
oceanfront  resorts,  flying  in  some  400 
guests,  including  Hollywood  actors 
George  Hamilton  and  Sally  Kellerman, 
to  crack  lobster  and  sip  champagne. 
Back  home  in  Brisbane,  Skase  and  his 
wife,  Pixie,  raised  eyebrows  by  demol- 
ishing two  historic  homes  to  build  a  $3 
million  colonnaded  villa  complete  with  a 
30-seat  screening  room. 

The  money  for  the  lavish  lifestyle 
came  from  Skase's  frenzied  wheeling 
and  dealing.  Starting  with  only  $12,000 
in  1974,  the  onetime  business  journalist 
built  up  a  $2  billion  transpacific  empire 
including  a  Hollywood  studio,  resorts  in 
Australia  and  Hawaii,  and  a  string  of 
Australian  television  stations  (table). 
Asked  once  for  the  key  to  his  success, 
the  hard-driving  Skase  replied:  "Scrape 
and  scratch,  and  stretch  and  push,  and 
toil."  And  borrow  a  lot — $1  billion. 
FALLING  APART.  Now,  Skase's  megadeal 
mentality  and  megadebt  balance  sheet 
are  doing  him  in.  Buffeted  by  the  plung- 
ing junk-bond  market  in  the  U.  S.  and  by 
217"  interest  rates,  falling  TV  station  and 
real  estate  values,  and  labor  unrest  at 
home,  Skase's  debt-fueled  growth  ma- 
chine is  falling  apart  with  stunning 
swiftness.  With  many  of  his  operations 
now  in  bankruptcy  proceedings,  Skase 
joins  such  other  Aussie  highfliers  as  me- 
dia and  brewing  baron  Alan  Bond  and 
retailing  mogul  George  Herscu  (BW — 
Sept.  4),  who  also  are  liquidating  global 
holdings  as  creditors  close  in. 

Skase's  collapse  has  hit  some  of  the 
world's  biggest  banks — including  Hong- 
kong &  Shanghai  Banking,  Bank  of 
America,  and  Long-Term  Credit  Bank  of 
Japan.  Stockholders  in  the  U.  S.  and 
Australia  have  seen  the  value  of  their 
shares  in  Skase  companies  plunge  to 
near  zero.  While  Skase  has  valued  his 
holdings  at  $2  billion,  industry  sources 
estimate  they  may  fetch  half  that. 

Bankers  and  other  investors  now  ad- 
mit that  they  overlooked  Skase's  short- 
comings. "We  always  knew  there  were 


short-term  cash  flow  inadequacies,"  says 
Merv  L.  Peacock,  a  portfolio  manager 
with  the  Australian  Mutual  Provident 
Society  Ltd.  "But  we  thought  the 
strength  of  his  assets  was  such  that  it 
would  carry  the  company." 

Skase's  visionary  projections,  movie 
star  good  looks,  and  trappings  of 
wealth — including  a  Rolls-Royce  and  a 
private  jet  once  belonging  to  Jordan's 
King  Hussein — helped,  too.  In  the  end, 
Skase  charmed  cash  out  of  the  pockets 
of  bankers  who  flocked  to  Australia  af- 
ter its  financial  markets  opened  to  for- 
eign competition  in  1984.  Inside  Skase's 
offices,  however,  he  was  anything  but 
charming.  Skase,  associates  say,  dogged- 
ly pursued  deals  on  his  own,  shunning 
investment  bankers  and  refus- 
ing to  accept  criticism  from 
underlings. 

For  Skase,  the  end  of  the 
road  came  in  October,  when  his 
$1.5  billion  bid  to  take  over 
MGM/UA  Communications  Co. 
collapsed  after  his  Australian 
operations  couldn't  come  up 
with  a  $50  million  letter  of  cred- 
it to  secure  the  deal.  Starved 
for  cash  by  its  troubled  Aussie 
owner,  Skase's  43%-owned  Hol- 
lywood subsidiary,  Qintex  En- 
tertainment Inc.,  best  known 
for  last  year's  hit  TV  miniseries 
Lonesome  Dove,  filed  for  pro 


CHRIS  SKASE'S  BIGGEST  ASSETS 

Percentage  Estimated  value 
controlled  by  Skose         In  millions 


AUSTRALIA'S  THE  SEVEN 
TV  NETV/ORK 

100% 

$350 

OTHER  AUSTRALIAN  TV  STATIONS 

100 

70 

RESORTS  IN  AUSTRALIA  AND  HAWAII 

51 

310 

CALIFORNIA  REAL  ESTATE 

50 

125 

LOANS  TO  AFFILIATES  AND  OTHERS 

NA 

60 

QINTEX  ENTERTAINMENT 

43 

20 

NA  =  not  available 

DATA:  QINTEX  ENTERTAINMENT  INC. 

BW  ESTIMATES 

tection  under  Chapter  11.  Then,  in  No-  j  financial  woes  have  driven  him  to  sell 


vember,  Skase's  main  Australian  operat- 
ing company,  Qintex  Australia  Ltd., 
went  into  receivership. 

Adding  to  the  mess,  Skase  himself  is 
under  investigation  by  Australian  securi- 
ties regulators  for  channeling  $32  mil- 
lion in  fees  in  1988  and  1989  from  Qintex 
Australia  to  a  consulting  company  he 
and  several  Qintex  executives  controlled. 
Skase  has  said  in  a  prepared  statement 
that  about  $10  million  of  the  fees  went 
to  another  company  in  which  he  holds  a 
"financial  interest."  Australia's  National 
Companies  &  Securities  Commission 
Chairman  Henry  Bosch,  who  has  said  on 
TV  that  the  payments  were  "probably 
illegal,"  may  move  to  recover  the  fees. 

To  cap  it  all  off,  Skase's  mounting 


his  Brisbane  mansion,  for  $3.5  million.  In 
seclusion  at  one  of  his  hotel  complexes, 
Skase  refused  to  comment  to  BUSINESS 
WEEK.  But  he  has  said  in  an  interview  on 
his  TV  network  and  in  a  press  release 
that  he  did  nothing  wrong  in  connection 
with  the  Qintex  fees. 

Almost  from  the  beginning,  Skase 
gained  a  reputation  as  a  number-crunch- 
er with  an  eye  for  a  hot  deal.  He  started 
off  in  1970  as  a  business  reporter  with 
The  Su7i  of  Melbourne  and  then  the 
Australian  Financial  Review.  With  the 
job  giving  him  a  roster  of  contacts, 
Skase  quit  in  1974,  took  his  $12,000  sav- 
ings, and  persuaded  some  investors  to 
join  him  in  several  ventures,  including 
an  obscure  retailer  called  Qintex.  When 
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visit  to  the  1984  Olympics  in  Los  Ange- 
les, Skase  jn  1987  paid  $57.9  million  for  a 
controlling  interest  in  the  Princeville  Re- 
sort in  Hawaii  and  an  additional  $60.4 
million  to  buy  interests  in  two  small  Hol- 
lywood studios — Hal  Roach  Studios  Inc., 
a  movie  distributor,  and  Robert  Halmi 
Inc.,  a  TV  producer.  Last  year,  he 
merged  them  into  Qintex  Entertainment. 

The  success  of  Qintex'  Lonesome 
Dove  gained  Skase  some  of  the  notice  he 
had  been  seeking.  But  former  Skase  as- 
sociates say  the  success  only  drove  the 
entrepreneur  to  make  an  even  bigger 
splash.  Barely  finished  building  his  Bris- 
bane villa,  Skase  went  shopping  for  opu- 
lent Hollywood  digs,  offering  $8  million 
for  a  mansion.  Then  came  the  deal  that 
led  to  Skase's  denouement. 

Last  April,  overruling  vehement  objec- 
tions by  his  Hollywood  managers,  who 
feared  Skase  was  again  overextending 
himself,  the  Aussie  bid  $600  million  for 
United  Artists  Pictures  Inc.  The  UA  part 
of  MGM/UA,  it  owns  rights  to  the  Rocky 
movies.  Skase,  who  was  running  short 
of  funds,  actually  would  have  gained 
cash  as  part  of  the  deal.  Skase  stood  to 
gain  control  of  $145  million  in  cash  on 
Ua's  balance  sheet.  And  mgm/ua  owner 
Kirk  Kerkorian  also  planned  to  buy  an 
interest  in  Qintex  Australia  for  $75  mil- 
lion. Indeed,  Skase  already  was  scram- 
bling to  raise  money  to  keep  up  with  his 


his  takeover.  His  banks  refused  in  July 
to  lend  him  the  $1  billion  he  needed  to 
buy  and  run  United  Artists  unless  he 
also  could  assume  and  refinance  $400 
million  in  existing  MGM/UA  junk-bond 
debt.  With  the  junk-bond  market  reeling, 
the  refinancing  looked  like  a  long  shot. 
But  that  didn't  stop  a  banking  consor- 
tium headed  by  Bank  of  America  and 
Citibank  from  agreeing  to  lend  Skase 
$400  million  for  the  MGM/UA  purchase  if 
he  could  come  up  with  $600  million  in 
equity  for  the  deal.  Then  media  baron 
Rupert  Murdoch  abruptly  raised  the 
stakes,  bidding  $1.4  billion  for  all  of 
MGM/UA.  Skase  topped  Murdoch  with  a 
$1.5  billion  offer  even  though  he  still 
lacked  financing  for  his  lesser  offer. 
BITTER  MEMORY.  By  now,  Qintex  was 
missing  loan  payments.  Despite  an 
agreement  to  provide  funds  for  Qintex 
Entertainment,  Skase  told  his  American 
unit  he  couldn't  scratch  together  $5.9 
million  to  pay  MCA  Inc.  for  rights  to  dis- 
tribute three  syndicated  TV  shows.  To 
pay  the  bill,  Qintex  Entertainment  tried 
to  raise  a  line  of  credit  at  Security  Pacif- 
ic National  Bank.  But  SecPac  wouldn't 
come  up  with  funds  until  Skase  had 
proved  himself  by  winning  mgm/ua. 
When  Skase  couldn't  do  that,  Qintex  En- 
tertainment's coffers  ran  dry. 

For  bankers  and  Holljrwood  power 
brokers,  Skase  leaves  behind  the  bitter 


e  group  broke  up  in  1977, 
ase  kept  the  company. 
From  there,  Skase  went  on 
buying  binge,  using  share 
iues  to  raise  cash  to  assem- 
5  a  chain  of  jewelry  stores, 
nberland,  radio  stations, 
d  a  hardware  business.  He 
ught  his  first  TV  outlet  in 
84  and  between  1987  and 
88  snapped  up  the  Seven 
3twork,  one  of  the  three  big 
astralian  TV  groups,  and 
ree  other  stations  for  $685 
iUion.  But  even  then,  signs 
troubles  were  appearing: 
ntex'  debt  had  skyrocketed 
om  $155  million  to  $419  mil- 
m,  twice  its  equity. 
Despite  that,  he  took  on 
ore  than  $500  million  in  new 
:bt  to  build  his  opulent  Mi- 
.ge  resorts.  Still,  Skase's 
inkers  appeared  unconcerned.  "When 
e  looked  at  the  names  of  the  banks 
at  had  financed  Qintex,  they  were  all 
fst-class,"  says  Osamu  Kanamaru, 
anaging  director  of  Sumitomo  Trust 
nance  (Australia)  Ltd. 
Emboldened,  Skase  turned  his  atten- 
3n  to  the  U.  S.  Gaining  a  taste  of 
merica's  free-spending  ways  during  a 


SKASE'S  MOUNTING  WOES 
HAVE  FORCED  HIM  TO  SELL 
HIS  BRISBANE  MANSION 


interest  bills.  He  unloaded  49%  of  his 
Australian  resorts  to  Japanese  investors. 
But  he  was  unable  to  sell  two  TV  sta- 
tions. And  even  as  he  was  selling,  Skase 
kept  buying.  In  July,  he  bid  $240  million 
on  350  acres  in  Orange  County,  Calif. 

As  his  Australian  problems  continued 
to  mount,  Skase's  bankers  asked  for 
more  and  more  before  they  would  back 


memory  of  a  near-coup  by  an  invader 
with  a  crumbling  balance  sheet.  Now, 
Skase  hopes  his  creditors  will  permit  him 
to  keep  51%  of  his  network  while  they 
sell  off  the  rest.  But  even  that's  not 
assured.  For  the  first  time  in  15  years, 
the  dealmaking  is  out  of  Skase's  hands. 

By  Ronald  Grover  in  Los  Angeles  and 
Stephen  Hutcheon  in  Sydney 
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Innovation 


Texas  Rangers  Fmc  :  s  Army  1847,  Ezra  Tucker,  1989 


THE  TEXAS  RANGERS  AND 
ANTISUBMARINE  WARFAIE 

Though  the  threat  posed  by  submarines  to  the  ea- 
lanes  has  been  with  us  less  than  a  century,  the  princi;es 
of  dealing  with  concealed  dangers  are  as  old  as  manhc 

During  the  war  between  Mexico  and  the  United  St;e- 
from  1846-1848,  a  hard-bitten  band  of  Texans,  kno/ 
as  the  Rangers,  provided  an  invaluable  reconnaissa:- 
service  to  the  American  army  under  Zachary  Taylor 

The  Texas  Rangers  were  master  trackers.  They  v\ri 
attuned  to  every  telltale  sign  that  revealed  the  positv 
strength,  movement  and  condition  of  the  enemy  "i 
colorful  Mexican  troops,  bedecked  in  uniforms  anda, 
coutrements  of  operatic  splendor  could  be  detecjc 
from  miles  away  by  the  sparkle  of  the  sun  glinting  o1c: 


r  lance  points,  bayonets  and  insignia.  Even  subtle 
IS,  like  a  discarded  pack  of  cards,  were  useful  in  re- 
ling  the  recent  passage  of  large  bodies  of  infantry. 
This  thorough  collection  of  intelligence  finally  paid 
or  Taylor  at  the  Battle  of  Buena  Vista.  Alerted  by  his 
igers  of  the  approach  of  Santa  Anna's  army  Taylor  fell 
k  to  a  strong  position,  laced  with  ravines  to  break  up 
assault  formations  of  the  enemy  When  the  Mexicans 
3ked,  their  supenor  numbers  were  unavailing  against 
American  defenses.  Santa  Anna  retreated,  his  last 
hope  of  defeating  the  Americans  broken. 
The  skills  of  tracking  were  not  invented  by  the  Texas 
igers.  Those  very  skills,  in  fact,  are  among  man- 
1  s  oldest,  going  all  the  way  back  to  our  prehistoric 
estors.  But  the  Rangers  demonstrated  again  how  the 
t  is  so  vital  in  the  realm  of  conflict. 
Though  the  technology  and  context  of  modern  anti- 


submarine warfare  are  as  far  from  the  Texas  Rangers  as 
one  might  imagine,  the  operational  principle  is  identical: 
to  stalk  concealed  threats  and  neutralize  them 

As  submarines  become  more  and  more  important 
in  the  balance  of  strategic  power  in  the  world,  the  im- 
portance of  dominating  them  rises  proportionately 
Lockheed's  accomplishments  in  this  mission  have  them- 
selves a  long  history  matching  each  new  generation  of 
submarines  with  an  effective  counter;  in  the  air  under- 
water or  in  space.  As  long  as  there  is  such  a  means  of 
targeting  hostile  submarines,  regardless  of  how  silent 
they  become,  the  dynamic  equilibrium  that  has  existed 
between  the  superpowers  since  World  War  II  will  continue. 
And  peace  will  prevail. 

'^^Lockheed 

Giving  shape  to  imagination 


SOME  OF  OUR  CLIENTS 
MAY  LOOK  FAMILIAR  TO  YOU. 


For  over  M  years  we've  been  assisting  sovereign  governments  and 
their  agencies  in  everything  from  financing  to  privatization.  And  at 
Salomon  Brothers  we  can  make  the  same  level  of  financial  and 
advisory  ability  available  to  your  company. 

More  than  that,  we  can  do  it  wherever  you  need  it  done. 

Aher  all,  when  it  comes  to  international  capability,  were  literally 
all  ovei  the  map. 


Salomon  Brothers 


Solomon  Brothefs  Inc  -  Member  of  SIPC 
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MIRO  KEEPS  THE  FAITH— 
{UT  CAN  HE  KEEP  IT  ALONE? 


fter  30  years  of  defying  the  U.  S.,  Fidel  Castro  is  still 
In  marching  to  his  own  drummer — but  now  he  is  out  of 
step  with  most  of  the  communist  world  as  well.  While 
1  but  a  few  Soviet-bloc  countries  are  adopting  market-based 
forms,  Castro  vows  to  keep  pursuing  his  brand  of  tightly 
introlled  socialism  "without  playing  at  capitalism."  Heaping 
orn  on  Soviet  President  Mikhail  S.  Gorbachev's  perestroika, 
istro  instead  is  promoting  revolutionary  selflessness  and 
noral  incentives" — such  as  volunteer  work  by  Cubans  in 
instruction  brigades  and  day-care  centers — to  help  spur  the 
land  nation's  stagnant  economy.  "We  do  not  expect  to  have 
struggle  alone,"  Castro  told  a  Havana 
owd  on  Oct.  28.  "But  if  we  must,  we 
ill  not  be  disheartened." 
Despite  such  bravado,  the  graying  Ca- 
sbean  revolutionary  "is  not  going  to  be 
»le  to  draw  the  wagons  around  the  is- 
nd,"  says  Jorge  Dominguez,  a  Cuba 
lecialist  at  Harvard  University.  In  fact, 
istro  can  count  on  a  continuing  supply 
Soviet  military  aid,  currently  worth 
.5  billion  annually.  Although  President 
ash  will  urge  Gorbachev  at  the  upcom- 
g  Malta  Summit  to  cut  off  arms  flows 
Castro,  some  of  which  are  believed  to 
)  to  Salvadoran  rebels,  the  Soviet  lead- 
is  unlikely  to  comply  because  the  military  aid  buys  Russia 
edibility  with  clients  around  the  globe. 
Although  shortages  of  food  and  consumer  goods  have 
used  widespread  discontent,  Castro — unlike  the  East  Ger- 
an  and  Czech  regimes  in  recent  weeks — has  felt  no  inhibition 
lOut  cracking  down  on  Cuba's  small  organized  opposition, 
at  Cuba  is  too  heavily  dependent  on  trade  with  the  outside 
orld  to  attempt  to  go  it  alone.  Thus,  Castro  has  good  reason 
worry  that  he  may  become  estranged  from  Soviet-bloc 
ading  partners.  Recently,  he  blasted  Poland  and  Hungary, 
)th  traditional  allies,  for  hosting  a  visit  by  a  former  Cuban 
ilitical  prisoner,  Armando  Valladares,  who  currently  is  serv- 


CUBAN  MESSAGE:  BETTER  DEAD  THAN  NONRED 


ing  as  U.  S.  envoy  to  the  U.  N.'s  Human  Rights  Commission. 

More  ominous,  trade  and  financial  links  that  are  crucial  to 
Cuba's  economy  show  signs  of  fraying.  The  annual  $4.5  billion 
in  economic  help  from  Moscow,  Cuba's  main  supporter,  could 
be  vulnerable  to  Supreme  Soviet  budget-cutters  in  the  Soviet 
five-year  plan  that  starts  next  year. 

STRIKES  AND  DISRUPTIONS.  As  trading  partners,  the  Soviet 
Union  and  Cuba  still  need  each  other  because  their  industries 
are  uncompetitive  in  world  markets.  But  Soviet  strikes  and 
restructuring  are  disrupting  supplies  to  Cuban  industries.  And 
perestroika  a  emphasis  on  autonomy  and  profitability  for  Sovi- 
et enterprises  may  create  a  mismatch 
between  the  two  economies.  Already, 
some  Soviet  suppliers  are  reportedly  de- 
manding payment  from  Cuban  custom- 
ers before  delivering  the  goods. 

Despite  his  antireformist  rhetoric, 
Castro  is  tinkering  with  the  Cuban  econ- 
omy. A  partial  decentralization  is  shift- 
ing economic  planning  from  Havana  to 
the  provinces  and  towns.  Castro  is  also 
encouraging  joint  ventures  in  tourism 
and  biotechnology  with  investors  from 
countries  such  as  Spain  and  Brazil. 

While  Castro's  ties  with  the  Soviet 
bloc  are  strained,  relations  with  Latin 
America  are  improving.  At  the  U.  N.,  the  Latin  American  bloc, 
for  the  first  time  since  the  1959  Cuban  revolution,  recently 
pushed  through  Cuba's  designation  for  a  two-year  seat  on  the 
Security  Council.  Major  Latin  countries  are  also  working  to 
get  Cuba  readmitted  to  the  Organization  of  American  States. 
In  Eastern  Europe,  where  communism  was  imposed  by  Soviet 
troops,  nationalism  has  driven  anticommunist  reforms.  But 
Cuban  nationalism  is  closely  identified  with  the  revolution  and 
with  Castro  himself.  And  for  Latin  Americans,  the  Soviet 
bloc's  erosion  is  an  opportunity  to  draw  Cuba,  with  or  without 
perestroika,  back  into  the  fold. 

By  Antoyiio  N.  Fins  in  Miami,  with  bureau  reports 


LOBAL  WRAPUPI 


NDIA 


Bombay's  jittery  stock  market  tum- 
bled in  the  wake  of  the  inconclu- 
;ive  Nov.  22-26  election,  reflecting  the 
)usiness  community's  worries  that  a 
)eriod  of  political  tension  and  instabil- 
ty  will  follow.  Prime  Minister  Rajiv 
jandhi  and  his  Congress  (I)  Party 
"ailed  to  win  a  majority,  opening  the 
)rospect  of  a  coalition  government 
leaded  by  the  five-party  National 
i^ont,  a  centrist  opposition  group.  The 
:ront  was  expected  to  join  with  the 
Bharatiya  Janata  Party,  a  right-wing 
Hindu  fundamentalist  group,  and  the 
argest  of  India's  two  communist  par- 
ses in  an  unsteady  alliance  with  few 


common  aims  except  to  oust  the  long- 
ruling  Congress  (I)  Party. 

The  result  will  almost  certainly  be  a 
slowdown  in  Gandhi's  effort  to  liberal- 
ize India's  heavily  regulated  economy. 
Vishwanath  Pratap  Singh,  the  coali- 
tion's likeliest  choice  for  Prime  Minis- 
ter, favors  deregulation.  But  he  could 
soon  clash  with  the  militant  Bharatiya 
Janata,  which  wants  to  change  India 
from  a  secular  state  to  a  Hindu  reli- 
gious state. 

WEST  GERMANY  

Federal  elections  scheduled  for  De- 
cember, 1990,  are  accelerating 
moves  to  reunite  East  and  West  Ger- 
many. To  shore  up  popular  support  for 


his  flagging  center-right  coalition. 
West  German  Chancellor  Helmut  Kohl 
on  Nov.  28  proposed  a  10-point  pro- 
gram leading  to  reunification.  The  first 
step — free  elections  in  East  Germa- 
ny— would  be  followed  by  the  creation 
of  a  joint  parliamentary  body  and  joint 
government  committees  to  hammer  out 
economic  and  political  agreements. 

Kohl  changed  his  go-slow  attitude  on 
reunification  after  conservatives  criti- 
cized him  for  failing  to  respond  to  the 
dramatic  changes  in  East  Germany. 
East  German  Communist  Chief  Egon 
Krenz,  with  whom  Kohl  will  meet  in 
late  December,  favors  closer  ties  but 
not  reunification — which  would  sweep 
him  and  his  party  out  of  power. 
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Now  any  business  that  spends  over  $50  a  month  on  biio 

You  dont  need  any  special  lines  oreqip 
ment,  plus  you  can  get  additional  discountii 


Did  \'0u  know  that  now  practicalh"  e\'ery 
business  in  America  can  choose  the  best  dis- 
count plan  anywhere?  AWs  newPRO^"  WATS 

We've  just  lowered  the  price,  so  no\\'  if 
your  business  spends  over  $50  per  month  on 
long  distance.you  can  save  10%-28%  or  more 
on  AT&T  long  distance*  And  you'll  ne\'er  ha\'e 
to  worry  whether  you're  in  the  right  plan, 
because  with  /TO  WATS  \'Our  discounts  grow 
automatically  on  bills  from  $50  to  $5,000  a 
month  or  more. 


many  international  calls  to  ^"countries,  an 
discounts  on  all  direct-dialed  interstate  AT>s' 
Card  calls.  As  well  as  free  call  detail  reports 
How  sure  are  we  you'll  be  satisfied  will 
AT.v^TP/^OWATSr'Just  call  us  by  December  3 
1989.  We'll  pay  to  switch  you  o\'er  and  for  90 
days,  if  you're  not  completely  satisfied,  we'll  "e 
to  switch  you  back  to  \  our  old  ser\'ice.  Andf  '5* 
you  ha\"e  dedicated  lines,we'll  even  pay  up,D 
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ance  can  save  with  new ms:  PRO  "  WATS. 


)  toward  replacing  each  of  them 

Whether  your  business  spends  a  little  on 

I  distance  or  a  lot , why  spend  any  more  ti  me 

ing  more  than  you  have  to.  Switch  to  AWs 

/P7?0WATS. 

AT&TP/?OWATS. 
Another  AT&T  advantage. 

more  information,  call  1 800  222-0400. 


ng  FCC  approval,  effective  11/20/89 

untson  average  over  AT&T  basic  dialed  daytime  interstate  rates.  Actual 
js  may  vary  based  on  calling  patterns 
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STRATEGIES  I 


HEINZ  AIN'T  BROKE, 

BUT  IT'S  DOING  A  lOT  OF  FIXING 


Tony  O'Reilly  is  rethinking  strategy'  to  keep  its  breakneck  growth  going  in  the  '90s 


At  H.J.  Heinz  Co.'s  management 
meeting  in  Pittsburgh  in  Febru- 
an,',  1987,  Chairman  Anthony 
J.  F.  O'Reilly  warned  his  top  100  execu- 
tives of  a  looming  crisis.  Some  of 
Heinz's  once-impenetrable  big  brands 
faced  eroding  market  shares.  It  was  al- 
ready happening  to  Ore-Ida  frozen  fried 
potatoes,  which  had  slipped  four  points 
in  two  years,  and  9  Lives  cat  food,  which 
had  dropped  sLx  points  in  the  previous 
year.  Sure,  the  problems  hadn't  yet  hit 
the  bottom  line.  But  it  was  onlv  a  matter 


of  time.  "We  cannot  continue  with  past 
management  practices,"  O'Reilly  said. 

That  speech — and  the  big  changes 
that  followed — are  what  separate  O'Reil- 
ly from  a  lot  of  other  managers.  Heinz's 
sales  were  still  growing  at  a  6':''c-to-8'' 
annual  pace,  and  its  profit  margins  were 
among  the  healthiest  in  packaged  foods. 
Yet  management  was  questioning  the 
very  methods  that,  over  a  decade,  had 
nearly  quadrupled  profits  and  more  than 
doubled  sales.  Intensifying  competition 
and  rampant  price-cutting  meant  that 


O'REILLY  IS  STRESSING  QUALITY,  NOT  COSTS— AND  MORE  COOPERATION  AMONG  DIVISIONS 


Heinz  either  had  to  hold  or  to  sla: 
prices  to  keep  market  share.  O'Rei 
"called  for  a  complete  cultural  changi 
says  J.  Wray  Connolly,  a  senior  vi( 
president. 

After  a  stem-to-stern  review  of  tl 
company,  executives  decided  that  wh 
had  carried  Heinz  through  the 
wasn't  going  to  earn,'  it  through  tt 
'90s.  Its  fanatical  attention  to  costs,  d  . 
centralized  structure,  and  aggressi^  i 
marketing  had  helped  turn  its  unglamo 
ous  brands  into  towering  market  lea 
ers.  Avoiding  growth  through  acquis 
tion,  Heinz  became  adept  at  squeezir 
profits  from  mature  markets.  Heii 
ketchup,  by  increasing  its  share  of  tl 
market  to  547':  from  25%  in  the  mid-'Ci" 
had  become  a  case  study  in  beefing  i 
market  share  through  innovative  pac 
aging  and  line  extensions — typical 
small  changes  in  a  basic  product. 
RELENTLESS.  The  Heinz  of  today,  howe 
er,  is  taking  a  different  tack.  O'Reil 
has  switched  the  emphasis  from  cos 
cutting  to  quality.  Heinz  has  embarkt 
on  an  acquisition  spree,  already  spen^ 
ing  S500  million  for  companies  that  tui 
out  products  ranging  from  pastries  ^ 
dog  food.  Its  44  subsidiaries  have  trade 
in  some  autonomy  for  coordinated  adve 
tising  and  marketmg — another  big  cos 
saver.  That  kind  of  unity  will  be  esse:- 
tial  as  Heinz  moves  to  make  its  mo: 
dominant  products,  ketchup  and  Weigl 
Watchers  diet  meals  and  classes,  int 
global  brands.  The  goal:  to  boost  profi; 
by  at  least  10%  a  year  over  the  next  fix 
years.  This  year,  Heinz  is  expected  i 
earn  nearly  $500  million  on  sales  of  $6i 
billion. 

The  motivation  for  Heinz  to  excc 
stems  not  only  from  the  relentless  dri\ 
of  the  Irish-born  O'Reilly,  a  PhD  an 
former  international  rugby  star.  It  als 
lies  in  how  his  managers  are  paid.  Alonf 
with  other  employees,  managers  holj 
stock  or  stock  options  equal  to  16^<:  of  a| 
common  shares.  That  has  made  many  q 
Heinz's  top  managers  multimillionaire} 
O'Reilly's  stock  and  options  are  wort) 
•SlOO  million.  For  the  past  decad(| 
Heinz's  stock  price  has  outperformed  it^ 
industr%-  as  a  group  (chart). 

Perhaps  the  most  radical  move  inst; 
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tUEEZING  BLOOD  FROM  A  TOMATO:  VARIATIONS  IN  PACKAGES  AND  PRODUCTS  HAVE  HELPED  KEEP  HEINZ  KETCHUP  THE  UNCONTESTED  CHAMP 


ited  by  the  1987  studies  was  a  new 
)proach  to  manufacturing.  After  be- 
iming  CEO  in  1979,  O'Reilly  embarked 
1  a  series  of  cost-control  programs.  Ini- 
illy,  austerity  measures  reaped  hefty 
lins.  But  there  were  signs  that  O'Reil- 
's  "Low-Cost-Operator"  program  was 
arting  to  hurt.  Noting  the  boss's  multi- 
illion-dollar  pay  some  workers  cracked 
at  the  program's  initials  stood  for 
^et's  Compensate  O'Reilly." 
OTTERED  TATERS.  More  worrisome,  divi- 
ons  began  to  cut  into  bone,  not  just 
X,  as  they  strove  to  meet  headquarters' 
inual  targets.  That  was  no  more  appar- 
it  than  at  Ore-Ida,  whose  Tater  Tots 
ozen  spuds  now  account  for  557^  of 
.  S.  sales  of  frozen  fried  potatoes, 
'hen  Tater  Tots  sales  fell  in  the  period 
om  1985  to  1987,  managers  first 
amed  changing  eating  habits  in  the 
.  S.  But  further  study  revealed  star- 
ing news:  Cost-cutting  had  led  plant 
anagers  to  step  up  line  speeds  and 
lange  storage  and  cooking  methods, 
ver  a  decade,  the  moves  had  changed 
iter  Tots.  Their  once-chunky  insides 
id  turned  to  mashed  potato.  The  out- 
de  had  lost  its  light  and  crispy  coating. 
Ne  were  pressing  so  hard  on  cost  that 
e  were  affecting  quality,"  says  Gerald 
.  Herrick,  president  of  Ore-Ida  Foods 
ic.  "It's  pretty  embarrassing." 
Quality  consultants  helped  Heinz  im- 
ement  a  different  manufacturing  ap- 
•oach,  dubbed  Total  Quality  Manage- 
lent  (TQM).  By  concentrating  on 
Jrfecting  the  manufacturing  process. 


not  getting  rid  of  bodies  and  cutting  cor- 
ners, Heinz's  reject  rates  went  down. 

At  Ore-Ida,  which  has  led  Heinz's  TQM 
effort,  training  budgets  were  tripled  and 
quality  teams  of  both  hourly  and  sala- 
ried employees  brainstormed  to  solve 
the  production  problems  and  restore  the 
chunky  texture  and  crispy  flavor  to  Ta- 
ter Tots.  It  worked:  Sales  are  up  187' 
from  a  year  ago,  and  profit  margins  are 
up  by  15%  . 

TQM  also  paid  off  at  the  Star-Kist  tuna 
operations,  where  Heinz  even  found  that 


Some  cost-saving 
measures  such  as  axing 
workers  hurt  Heinz 
in  the  long  run 


adding  more  workers  saved  money.  The 
reason:  Cleaning  tuna  is  a  labor-inten- 
sive process,  because  it  must  be  done  by 
hand.  Under  the  LCO  program,  Star-Kist 
had  cut  workers.  But  that  caused  re- 
maining workers  to  inadvertently  throw 
out  choice  meat  that  they  didn't  have 
time  to  process.  Adding  workers  actual- 
ly resulted  in  more  usable  meat  and 
saved  $10  million  last  year.  By  1994, 
Heinz  expects  TQM  to  save  $125  million 
companywide  each  year. 

Among  other  changes,  Heinz  is  start- 
ing to  centralize  some  management 


tasks  to  help  it  go  global  with  its  Weight 
Watchers  and  Heinz  ketchup  brands.  It's 
easy  to  see  why  that's  on  the  agenda. 
Just  24%  of  Weight  Watchers  sales  come 
from  abroad.  As  for  ketchup,  only  an 
estimated  5%  of  sales  come  from  outside 
the  U.  S.,  Britain,  and  Canada.  In  the 
1980s,  Heinz  units'  closeness  to  their  na- 
tional markets  enabled  them  to  outwit 
larger  rivals.  But  now,  by  sharing  some 
resources  and  coordinating  some  produc- 
tion and  purchasing,  Heinz  could  save 
up  to  $50  million  annually. 

That  kind  of  cooperation  is  easier  said 
than  done.  A  decade  ago,  managers  re- 
fused even  to  discuss  a  proposal  that 
subsidiaries  pool  advertising.  They  did 
eventually,  but  "it  was  like  climbing  Iwo 
Jima,"  says  Walter  G.  Schmid,  vice-presi- 
dent for  corporate  planning.  The  resis- 
tance isn't  surprising.  By  tradition,  Eu- 
ropean units  rarely  talked  with  one 
another,  even  though  they  often  made 
the  same  product.  Until  recently,  the  di- 
visions even  competed  in  bidding  for  ac- 
quisitions and  buying  raw  materials.  In- 
sists O'Reilly:  "The  petty  privilege  of 
individual  managers  protecting  their 
turf  is  no  longer  tolerable." 
TAKEOVER  TALK.  Heinz  faces  other 
pressing  issues  over  the  next  few  years. 
O'Reilly,  who  says  he  plans  to  leave  in 
five  years,  must  choose  a  successor. 
Boasting  a  powerful  circle  of  friends, 
including  former  French  Prime  Minister 
Valery  Giscard  d'Estaing  and  U.  S.  Trea- 
sury Secretary  Nicholas  F.  Brady, 
O'Reilly  admits  he'd  be  interested  in  a 
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MOVING 
PICTURL 


What  if  there  was  a  TV  with  a  picture  so  clear,  so  detailed,  so  perfectly  defined 
that  instead  of  just  watching  it,  you  actually  felt  you  were  part  of  it. 

If  the  concept  is  a  little  hard  to  grasp,  you  might  want  to  experience  the 
reality:  Toshiba's  new  SUPER  TUBE™TV. 

This  remarkable  example  of  advanced  video  technology  uses  vastly  improved 
semiconductors,  developed  by  Toshiba.  Better  CRT  shadow  masks, 
developed  by  Toshiba.  And  all-new  circuitry,  refined  and  perfected  by  Toshiba. 
Plus  the  realism  of  Super  Carver  Sonic  Holography.® 

And  every  TV  is  subjected  to  the  strictest  quality  control  at  our  plants 
here  in  the  U.S. 

Images  and  sound  you  not  only  see  and  hear,  but  feel.  That's  Toshiba's  goal 
for  all  its  TVs,VCRs  and  camcorders. 

After  all,  we're  not  in  this  business  for  our  own  entertainment. 
We're  in  it  for  yours . 

SUPER  TUBE  IS  a  trademark  ot  Toshiba  Corp 

In  Touch  with  Tomorrow 

TOSHIBA 

For  further  information  write  Toshiba  America  Consumer  Products,  lnc,,82TGtowa  Road,  Wayne,  N J  07470  or  Toshiba  [Hawaii,  Inc  ,fHonolulu,  HI  96814 
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U.  S.  ambassadorship  or  Cabinet  post. 
While  O'Reilly  isn't  talking,  insiders  and 
former  executives  say  two  men  have  the 
inside  track  to  replace  him.  One  is  Con- 
nolly, 55,  a  hard-nosed  operations  man  in 
charge  of  all  U.  S.  units.  The  other  is 
David  W.  Sculley,  43,  known  for  his  mar- 
keting savvy.  The  brother  of  Apple  Com- 
puter Inc.'s  John  Sculley,  he  is  senior 
vice-president  in  charge  of  Asian,  Aus- 


tralian, and  African  operations.  He's 
also  a  top  strategic  planner  for  Weight 
Watchers  worldwide. 

But  O'Reilly  may  face  an  even  tough- 
er challenge  than  selecting  his  succes- 
sor: avoiding  a  takeover,  or  buying  the 
company  himself.  Already,  he  has  seen 
four  big  U.  S.  food  companies  gobbled 
up  in  as  many  years,  most  recently  lUR 
Nabisco  Inc.  and  Pillsburv  Co.  So  valu- 


able are  Heinz's  brands  that  analys' 
estimate  its  breakup  value  at  up  to  $50 
share,  $17  above  its  current  share  pric 
However,  if  a  raider  tries  to  steal  Heiri 
on  the  cheap,  O'Reilly  says  his  manap 
ers  will  offer  to  buy  Heinz  themselve 
It's  that  kind  of  commitment  that  keep 
O'Reilly  and  his  managers  on  the 
toes — and  Heinz  on  top  of  the  heap. 

By  Gregory  L.  Miles  in  Pittsburg^, 


BULKING  UP  AT  WEIGHT  WATCHERS 


niche  brand  for  dieters.  "We  are  main^ 
stream  America,"  says  David  W.  Scul- 
ley, a  Heinz  senior  vice-president  in 
charge  of  strategic  planning  for 
Weight  Watchers.  Helped  by  the  ex- 
pansion of  its  weight-reduction  classes 
whose  participants  consume  a  third  of 
the  low-cal  entrees  the  unit  sells,, 
Weight  Watchers'  growth  has  been 
brisk.  Retail  sales  have  grown  at  a  207c 
annual  pace  in  the  past  five  years,  to 
$1.3  billion.  The  goal?  By  1994,"  O'Reilly 
wants  to  triple  the  unit's  size  (table). 
CLASS  ACTION.  To  do  that,  O'Reilly 
plans  to  keep  the  new  products  com- 
ing. There  will  be  dozens  more  low-cal, 
high-margin  products:  cocktail  snacks, 
cookies,  and  perhaps  candies.  To  re- 
duce the  threat  from  new  rivals, 
Weight  Watchers  is  slashing  the  fat 
content  in  its  meals.  Heinz  also  is  grab- 
bing growth  and  protecting  its  fran- 
chise by  tinkering  with  its  group 
weight-control  classes.  It  has  gotten 
some  stiff  competition  from  such  up- 
starts as  Nutri/System  Inc.  in  Willow 
Grove,  Pa.,  which  offers  popular,  one- 
on-one  classes.  Weight  Watchers  isn't 
sitting  still.  It  has  begun  offering 
group  classes  in  the  workplace,  and  an- 
alysts expect  it  to  match  Nutri/System 
soon  with  one-on-one  classes. 

Weight  Watchers  is  moving  deftly 
into  foreign  markets.  Heinz  already 
sells  frozen  entrees  in  Britain,  Italy, 
and  West  Germany.  But  it  sees  plenty 
of  opportunity  when  Western  Europe 
becomes  a  single  market  in  1992,  de- 
spite much-larger  competitors  Unilever 
PLC  and  Nestle.  "We  will  spend  what- 
ever it  takes,"  says  Paul  I.  Corddry, 
senior  vice-president  in  charge  of  West- 
ern Europe. 

For  O'Reilly,  Weight  Watchers  is  a 
refreshing  change.  Traditionally,  Heinz 
has  had  to  squeeze  profits  from  ma-, 
ture  markets,  such  as  ketchup.  But  the 
weight-control  market  still  is  in  its  in- 
fancy. Says  O'Reilly:  "We  now  have  a 
two-year-old  that  may  win  the  Ken- 
tucky Derby." 

By  Gregory  L.  Miles  in  Pittsburgh 


SCULLEY:  WITH  SNACKS  AND  DESSERTS,  WEIGHT  WATCHERS  ISN'T  JUST  FOR  DIETERS  NOW 


Tony  O'Reilly  is  one  ambitious 
guy.  At  a  time  when  the  pack- 
aged-food industry  is  growing  at 
&/<  to  TA  a  year,  he  has  decided  that 
H.  J.  Heinz  Co.'s  sales  can  breeze 
ahead  at  a  10%  annual  pace.  How?  The 
linchpin  of  his  plan  is  to  turn  Heinz's 
Weight  Watchers  division  into  a  world- 
wide heavyweight. 

He  already  has  made  considerable 
headway.  Acquired  in  1978,  Weight 
Watchers  hit  a  slump  in  the  mid-1980s, 
when  Stouffer  Foods'  Lean  Cuisine 
frozen  meals  from  Nestle  made  in- 
roads with  tastier  entrees  and  spiffier 
packaging.  By  1985,  Lean  Cuisine  was 
outselling  Weight  Watchers  three  to 
one.  O'Reilly  fought  back  by  hiking 
spending  on  packaging,  new-product 
development,  and  marketing.  He  weed- 
ed out  losers  and  doubled  the  number 
of  entrees,  to  39.  All  of  which 
boosted  Weight  Watchers'  share  in 
American  supermarkets  from  7%  four 
years  ago  to  16.5%  today— neck-and- 


neck  with  Lean  Cuisine  for  leadership. 

While  Lean  Cuisine  has  stuck  largely 
to  entrees,  Weight  Watchers  has  intro- 
duced a  host  of  new  products — 100  in 
the  past  18  months  alone.  Some  of 
these  items  are  in  such  categories  as 
low-calorie  breakfasts,  desserts,  and 
condiments. 

Weight  Watchers  no  longer  is  a 


WHERE  WEIGHT  WATCHERS 
WILL  GET  BIG  GAINS 


1989 


1994* 


Millions  of  dollars 


U.S.  RHAIL  SALES 


FROZEN  ENTREES. 
DESSERTS,  BREAKFASTS 

$386 

$960 

CLASSES,  MAGAZINES, 
CASSEnES,  COOKBOOKS 

345 

858 

CONDIMENTS,  SNACKS 

287 

716 

FOREIGN  SALES 

315 

784 

TOTAL  RETAIL  SALES 

$1,333 

$3,318 

*Estima1es 

DATA:  H  J 

HEINZ  CO. 
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Asfound  your  f  rienck^Confound 
your  enemies.  Buy  a  Saab. 


Shock  the  block.  Park  a 
new  Saab  in  your  driveway. 
People  will  think  you  know 
something  they  don't. 

They'll  be  right. 

You'll  know  that,  for 
thousands  less  than  many 
so-called  European  per- 
formance sedans,  your 
Tioney  has  purchased 
Tiore  performance.  And, 
^our  performance  is  more 
jsable  throughout  the 
I'ear,  since  every  Saab 
ias  front-wheel  drive. 


You'll  know  that  your 
Saab  9000  has  more  interior 
room  than  any  imported 
sedan  on  the  block.  Unless 
someone  happens  to  have 
a  Rolls  Royce  Silver  Spur 
limousine  in  their  garage. 

You'll  know  that  your 
Saab  is  an  immensely  safe 
car,  every  time  you  get 
behind  the  airbag-equip- 
ped  wheel  and  press  your 
anti-lock  brakes. 

Both  are  standard  on 
every  1990  Saab,  as  is  a 


new  Roadside  Assistance 
Program. 

Driving  your  Saab 
you'll  know  that,  even  with 
the  ride  and  roominess  of 
a  limousine  and  fanatic 
attention  to  safety,  it 
responds  like  a  sports  car. 

If  you're  still  undecided 
about  a  Saab,  you  should 
know  that  the  9000  CD 
pictured  here  sells  for  about 
$33,000*  and  leases  for  an 
equally  reasonable  amount, 
through  Saab-Scania  Finan- 


cial Services  Corp.  (Saabs 
are  intelligently  priced  from 
$16,995  to  $32,995.) 

Test  drive  a  Saab  soon. 
Take  it  through  your  neigh- 
borhood. 

Your  friends  will  wonder 
what  you're  up 
to.  But  youll 
know. 


The  most  intelligent 
cars  ever  built. 


MSRP  $32,995.  excluding  taxes,  license,  freight,  dealer  charges  and  options  Prices  subject  to  change  ©  1989  Saab-Scania  of  America,  Inc 
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MANAGEMENT  I 


FOUNDER  ZABLE  AND  A  COMPUTERIZED  DOGFIGHT  ANALYZER:  "I'M  NOT  LEAVING" 


OPERATION  ILL  WIND 

HAS  CUBIC  FIGHTING  FOR  AIR 

The  defense  scandal  has  already  cost  it  a  chunk  of  new  business 


Walter  J.  Zable  knows  some- 
thing about  fighting  in  the 
trenches.  He  escaped  a  poor 
childhood  in  South  Boston  with  a  foot- 
ball scholarship  from  the  College  of  Wil- 
liam and  Mary.  He  made  ends  meet  dur- 
ing the  Depression  by  playing  pro 
football  with  the  Richmond  (Va.)  Ar- 
rows. But  it  may  take  more  than  grid- 
iron grit  to  fix  his  current  predicament. 

Zable,  73,  is  chairman  and  founder  of 
Cubic  Corp.,  a  defense  contractor  that 
has  been  linked  to  the  Pentagon's  "Oper- 
ation 111  Wind"  procurement  scandal. 
Eighteen  months  ago,  federal  agents 
burst  into  Cubic's  San  Diego  offices  with 
search  warrants.  Now,  the  company 
says  it  has  been  targeted  in  an  ongoing 
federal  grand  jury  investigation. 
GUNNED  DOWN.  While  Cubic  insists  it  has 
done  nothing  wrong,  its  business  has  al- 
ready suffered.  A  good  chunk  of  its  $349 
million  in  sales  comes  from  the  Top  Gun 
fighter-jet  training  system — the  comput- 
erized dogfight  analyzer  featured  in  the 
1986  movie  starring  Tom  Cruise.  Since 
the  raid,  the  Air  Force  has  denied  Cubic 
S32.7  million  in  new  Top  Gun  business. 
The  alleged  problems  began  in  1987, 


after  the  Air  Force  opened  up  its  Top 
Gun  programs  to  bidders  other  than  Cu- 
bic for  the  first  time  in  15  years.  Some 
$75  million  a  year  in  business  was  at 
stake.  According  to  an  affidavit  filed  by 
the  Federal  Bureau  of  Investigation  in 
U.  S.  District  Court  in  Baltimore,  Cubic 
turned  to  Washington  defense  consul- 
tant William  M.  Galvin  to  obtain  infor- 
mation on  competing  bids  from  an  Air 
Force  purchasing  official,  Victor  D.  Co- 
hen. The  affidavit  also  says  Cohen 
helped  Cubic  get  business  after  "what  is 
believed  to  be  receipt  of  payment"  from 
Cubic.  Galvin  and  Cohen,  central  figures 
in  the  111  Wind  probe,  haven't  been  in- 
dicted. Both  deny  wrongdoing. 

Zable  has  not  been  implicated.  But  the 
affidavit  names  Colvin  "Sam"  Wellborn 
as  Galvin's  contact  at  Cubic.  Wellborn, 
head  of  Cubic's  defense  business  and  Za- 
ble's  right-hand  man,  has  retired  early 
after  27  years.  While  Zable  says  he  was 
unaware  prior  to  the  probe  that  Well- 
born had  hired  Galvin,  he  maintains  the 
affidavit's  allegations  are  "completely 
unsubstantiated."  Neither  Wellborn  nor 
his  attorney  would  return  phone  calls. 

"Why,  we're  so  clean  and  pure  right 


now,  it's  ridiculous,"  says  Wellbons  i 
successor,  William  Bush,  citing  m 
management  and  a  newly  hired  eths 
consultant.  But  Zable,  who  has  had  o-  i 
er  brushes  with  the  Pentagon,  still  hj  1 
to  prove  he  can  run  Cubic  without  ti"- 
moil.  In  May,  1988,  without  admittir 
guilt.  Cubic  paid  the  Army  $7.25  milli; 
to  settle  charges  that  it  had  fraudulen  ■ 
tested  some  faulty  mine  detectoi 
Worse  yet,  Cubic  has  taken  a  series 
write-offs  in  recent  years  to  settle  cc. 
overruns  on  subcontracts  from  oth- 
contractors.  In  one  case,  the  compa ' 
wrote  off  $20  million  for  a  contract  ) 
supply  Grumman  Corp.  with  part  of  t' 
J-Stars  battlefield  surveillance  system 
FARE-BOX  FIGHT.  Meanwhile,  Cubit 
Automatic  Revenue  Collection  Syslei 
unit,  vvhich  makes  electronic  fare  box 
for  buses  and  subways,  has  been  losii- 
money  for  two  years  running.  The  pre 
lem:  It  had  to  redesign  an  expensive  bi  ■ 
fare-collection  system  it  had  sold  to  L 
Angeles.  Cubic  now  hopes  to  win  a  ."^lI 
million  contract  to  sell  New  York  Ci 
an  electronic  subway-fare  system  th 
uses  cards  with  magnetic  strips.  Wli 
city  officials  are  pleased  with  test  i 
suits,  they're  concerned  about  Cubic.  ' , 
would  be  far  better  if  there  were  ii  I 
insinuation  of  scandal,"  says  Richal;;ji 
Trenery,  a  city  transit  official. 

The  good  news  is  that  Cubic's  ord'  I 
backlog  of  $375  million  is  up  slightiij 
from  1988,  and  the  company  has  relativt- 
ly  little  debt.  The  Air  Force  even  relerj; 
ed  in  September  and  gave  Cubic  a  $'^1 
million  slice  of  Top  Gun  business.  Mori 
over,  its  U.  S.  Elevator  subsidiary,  whi4| 
makes  up  about  one-quarter  of  sale! 
had  a  12/v  jump  in  operating  profits  f<i' 
the  fiscal  year  ended  Sept.  30.  Cost-cis^ 
ting  also  helped  Cubic  double  1989  ear-*) 
ings,  though  sales  increased  just  2'^  .  ^ 

Still,  analysts  say  the  lost  Top  G\A 
business  and  lower  margins  due  to  ne,H 
competition  will  limit  earnings  next  ye^ 
That,  and  the  scope  of  Cubic's  past  proB 
lems,  make  some  top  executives  say  piS 
vately  that  Zable  should  step  down  aig 
let  a  younger  officer  take  over.  Zabjl 
pooh-poohs  the  idea,  citing  this  yearl 
performance.  "I'm  not  leaving  until  I'B 
mentally  incompetent,"  he  declared 
Since  he  owns  32'^f  of  the  stock,  a  stalM 
worth  more  than  $40  million,  it's  unlike 
he  could  be  forced  out. 

To  improve  the  value  of  his  holding 
however,  Zable  will  have  to  steady  ear 
ings  and  pray  for  limited  damage  fro. 
Ill  Wind.  Robert  M.  Hanisee  of  Seidk 
Amdec  Inc.  in  Los  Angeles  is  one  an 
lyst  who  isn't  holding  his  breath.  "I\ 
been  burned  by  this  company  too  mar 
times  before,"  he  says.  In  other  word 
it's  still  third  and  long  for  Zable. 

By  Eric  Schine  in  San  Diei 
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THE  CORPORA! 


An  imposing  majority  of  today's  magazines 
and  newspapers  are  designed  and  written  on 
the  screens  of  Kodak  Atex  computer  systems. 

Kodak  Atex  systems  have  been  the  favorite  of 
magazine  and  newspaper  journalists  around  the 
world  for  over  15  years.  Publications  large 
and  small  are  designed  and  written  on  computers 
driven  by  Atex  software.  The  latest  evolution: 
a  totally  integrated  PC-based  system  for  magazine 
art,  editorial  and  production/makeup  departments. 
Other  kinds  of  publications— instruction  and 
training  manuals  which  need  frequent  updating, 
for  example— are  created  on  the  screens  of  Kodak 
electronic  publishing  systems. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960E. 


The  new  vision  of  Kodak 
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WINE  I 


WAITER,  A  MAGNUM  OF  YOUR  BEST 
PORTLAND  CHAMPAGNE 


As  French  vintners  rush  to  quench  a  global  thirst,  they're  growing  grapes  far  afield 


At  the  farmhouse  head- 
quarters of  Cham- 
pagne Laurent-Perrier 
near  Epernay,  France,  a  sign 
on  a  courtyard  fountain  coun- 
sels: "Never  drink  water." 
The  world's  champagne  drink- 
ers seem  to  be  heeding  this 
advice.  They're  on  a  binge  for 
the  bubbly  that  has  doubled 
French  champagne  exports  in 
the  past  six  years. 

But  there's  sobering  news, 
too.  With  the  Champagne  re- 
gion running  short  of  grape- 
growing  land,  France  can't 
raise  its  champagne  produc- 
tion much  more  than  about 
2%  annually.  So  if  thirsts  keep 
increasing,  tight  supplies  and 
soaring  prices  lie  ahead. 
Prices  already  have  risen  207f 
in  just  the  past  18  months, 
and  there's  no  letup  in  sight. 

Eager  to  cash  in  on  the 
surge  despite  restrictions  at 
home,  more  and  more  major  French 
champagne  producers  are  expanding 
abroad.  When  Moet  &  Chandon  planted 
F' ranee's  first  vineyard  on  foreign  soil,  in 
California  in  1976,  many  French  rivals 
jeered.  But  since  then,  eight  other 
French  houses  have  followed  Moet  to 
the  U.  S.,  including  two  this  year.  In 
March,  Pommery  et  Greno  purchased 
80'a  of  a  California  sparkling-wine  pro- 
ducer, Scharffenberger  Cellars.  And  in 
August,  Laurent-Perrier,  a  premier 
French  champagne 
producer,  bought  80 
acres  of  land  near 
Portland,  Ore.,  for 
planting  grapes. 
"We're  only  a  few 
years  away  from 
maximum  output  [at 
home],  and  we  don't 
want  to  just  go  to 
sleep,"  says  Michel 
Villedey,  president 
of  Champagne  Bol- 
linger, which  has 
been  buying  into 
vineyards  in  both 
California  and  Aus- 
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tralia.  French  champagne  companies 
also  are  expanding  into  Spain,  Latin 
America,  and  elsewhere. 
TINY  BUBBLES.  Moet  &  Chandon, 
France's  biggest  champagne  producer, 
already  makes  28%  of  its  output  outside 
France  and  is  mulling  the  purchase  of 
Italian  and  South  African  vineyards.  Its 
foreign  production  could  reach  50%  in 
five  years,  says  Chairman  Yves  Benard. 
The  appeal:  not  only  expanded  produc- 
tion, but  lower  costs.  Moet  pays  $1.75  a 
pound  for  grapes  in 
France  vs.  14$  in 
Spain.  Since  a  bottle 
of  sparkling  wine  re- 
quires 3.3  pounds  of 
grapes,  it  costs  $5 
less  to  produce  it  in 
Spain. 

Connoisseurs,  of 
course,  insist  that 
champagne  not  made 
in  Champagne  just  is 
not  champagne.  Pro- 
ducers agree.  So 
they  label  their  for- 
eign products  meth- 
ode  champenoise  to 


indicate  that  these  sparkliii 
wines  are  made  the  way  tht 
are  in  Champagne,  with  a  , 
nal  fermentation  in  the  bott 
to  produce  the  tiny  bubbles  • 
carbonation.  Nonetheless,  pr 
ducers  don't  hesitate  to  gi^ 
their  foreign  products  Frenc 
brand  names — a  practi( 
some  fear  could  damai 
champagne's  tony  image.  \] 
ecutives  of  upscale  Veu\ 
Clicquot,  for  instance,  chu 
top-quality  champagne  can 
be  made  outside  Franci  - 
even  though  their  compan\ 
controlled  by  LVMH  Moet  He 
nessy  Louis  Vuitton,  the  hoi 
ing  company  that  also  mak< 
Domaine  Chandon. 

Yet  the  quality  of  chaii 
pagne  made  elsewhere  is  ii: 
proving.  Some  French  compe 
itors  think  Piper-Heidsieck 
California-produced  sparklin 
wine,  called  Piper-Sonoma, 
better  than  its  French  cousin.  And  LaJ 
rent-Perrier's  new  Oregon  ventuil 
"might  produce  something  just  as  gocij 
as  our  French  champagne,"  says  LP  e^ 
port  manager  Olivier  de  la  Giraudier 
The  Oregon  bubbly,  though,  will  sell  f 
only  about  $20  a  bottle  vs.  $30  for  in 
ported  Laurent-Perrier.  Thus  it  could 
phon  off  sales  from  French  exports. 

French  champagne  houses  say  th 
hasn't  happened — yet.  "We  sell  snol 
bism,  too,"  explains  Moet's  Benard.  I 
the  U.  S.,  Moet  sells  as  much  Frenc 
champagne  as  California-grown  D( 
maine  Chandon,  even  though  the  Frenc 
product  is  almost  twice  the  price. 
ASIAN  BOOST.  The  U.  S.,  however,  is  th 
one  major  market  where  champagn 
sales  have  slipped,  dropping  3%  in  198 
The  weak  dollar  apparently  has  hit  aj 
but  the  best  French  brands.  Still,  Amer 
cans  drank  37%-  more  sparkling  wine  i: 
1988  than  in  1980 — some  41  million  ga 
Ions  in  all.  And  producers  credit  much  o 
that  jump  to  the  French  vineyards  i: 
California,  which  have  raised  overall  ir 
dustry  standards.  Altogether,  the  U.  S 
now  has  more  than  40  producers  usini 
France's  methode  champenoise.  A  d< 
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When  a  page  is  captured,  the  film,  camera, 
scanner,  chemicals  and  processor  are  likely  to 
be  from  Kodak.  As  are  the  experts  who 
stand  behind  them. 

Kodak  has  been  a  leader  in  film, 
chemical  and  processor  technology 
almost  since  there  was  a  graphic  art. 
Now  we  are  leaders  in  electronics, 
easing  the  evolution  from  one  technology 
to  another  Whatever  the  product,  there  are 
always  Kodak  people  backing  it  up,  helping 
customers  "get  it  right  the  first  time" 
sharing  knowledge.  And  there 
always  will  be. 

We  are  more  than  photographs.  We  are 
the  world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960G. 


The  new  vision  of  Kodak 


Magellan:  #1  for 
Long-Term  Growth. 

ridelity  .Magellan  Fund  is  ranked  #1  of  all  mutnal  funds  for  10  and  15  year 
|)erf()rniaiKe  ended  9/30/89 /•  And  Magellan  has  outperformed  97%  of  all 
funds  for  5  years  and  9'4'Ai  of  all  funds  for  1  year.*  Of  course  past  perfor- 
mance is  no  guarantee  of  future  results.  But  if  you're  looking  for  an  aggressive 
growth  fund,  look  at  the  reci^rd.  There  is  only  one  Magellan  fund. 

Thf  IuikI  isrankd  #1  mil  ot  idi  tiimis,  #1  (iiiUit      luiuls,  #21  iiiil  dI  "1(1  tuiuls  and  #')S  out  nl  1(>I0  funds 
1(11'  IS.  10.  S  and  1  \ear  pfi  lorniana'  for  periods  t'nding  4/,-i()/X9  atcordmi;  lo  l.ipper  \nal\  Ik  al 


Scrvia's,  liic  ,  an  indt-pcndi-nl  mnlnal  fnnd  perforniana'  monilor 


1-800-544-6666  24hoiirs"^o<^H 


Fidelity  Magellan'"  Fund.  h,r  m,.re  cMnplele  inlonnanon. 
iiKiutliiii;  iiiana^c'iiiriu  Ices,  rxpciiscs  and  ihe  timd's  ,V'-.i  .sales  charge,  call  or  u  I'lte  loi'  a 
free  prnspeetus.  Flease  read  il  carefully  hefore  iinestiiii;  <ir  seiulini;  nii)iie\.  Fidelity 
Dislrilnilors Corporation  ((ieneral  Distribution  Vucnt),  PO,  Box  (idOdO.S.  Dallas,  TX 
(Kid^  Servicf  for  tin.-  Iicarinj;  impaired.  TI)I)/1-8(K)-S44-()1 18. 

Fidelity  %-^lnvesiments  ® 

»r  ^    ^      CODE  BW/MAG/121189 


With  new  technology  and  applications  generating  new  possibilities  antJ  problems  and  raising 
new  guestions.  more  information  executives  are  turning  to  The  BusinessWeek 
Newsletter  for  Information  Executives 

Here's  why  In  every  issue,  McGraw-Hill  business  lournalists  and  specialists  report  on 
everything  that's  happening  in  information  systems  innovation  and  development,  from 
personal  career  enhancement  and  effective  deployment  of  personnel  to  cost  control  and  the 
nsl<s  and  rewards  of  leasing.  Exclusive  extra:  "Spending  Spreadsheets"  chart  spending 
patterns  by  industry-a  service  found  nowhere  else' 

Crisis  management:  coping  with  worms,  viruses,  terrorists,  budget  cuts,  and  ottier  disasters  •  Mess 
or  mesh  Knitting  together  diverse  PC's,  mainframes  communications  systems,  and  software  •  Board- 
room Negotiations:  Clearing  corporate  roadblocl(s  •  Telecommunications  Director:  Rival  or  ally? 
•  Executive  Information  Systems:  Are  these  workstations  for  CEOs  a  threat  to  Information  Managers? 

McGraw-H!)i  Guarantees  Your  Satisfaction 

A  one-year  subscription  includes  25  issues  for  $495  You'll  also  receive  a  handy  binder  to 
hold  your  issues.  Guarantee:  Your  money  refunded  on  all  undelivered  issues 
if  not  completely  satisfied  To  start  your  subscription,  call  1-800-445-9786  toll-free 
or  212-512-2184  and  have  your  credit  card  ready 

The  BusinessWeek  Newsletter  for  Information  Executives 

1221  Ave.  of  the  Americas,  36th  II..  New  York,  NY  10020,  Aft:  Circulation  Department 
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cade  ago,  just  three  U.  S.  wineries  usifi 
it.  "The  French  have  legitimized  U.  I-  i 
made  champagne,"  says  Gary  B.  Hec  j 
chairman  of  Korbel,   the  No.  1  U. 
champagne  producer. 

Now,  California  producers  hope  th. 
better  marketing  will  persuade  Ame 
cans  to  drink  champagne  year-round,  ;  : 
do  Europeans,  rather  than  mostly  <  i 
special  occasions.  But  even  if  U.S.  co;j^ 
sumption  lags,  a  growing  thirst  in  tll'L' 
rest  of  the  world  should  more  than  cot 
pensate.  Asia,  for  one,  is  a  fast-climbira  :^ 
inarket.  The  Japanese  alone  have  boosj'  , 
ed  purchases  by  some  82%  so  far  thjjj 
year.  Soon,  Moet  &  Chandon  will 
shipping  both  its  California  and  Aus 
lia-made  sparkling  wines  to  Asia.  Korl 
and  other  U.  S.  companies  also  are  pl| 
ing  this  market.  And  California-basi 
Scharffenberger  plans  greater  sal 
abroad  through  its  new  French  owm 
Pommery  et  Greno.  Says  President  Jo! 
E.  Scharffenberger:  "This  business 
really  being  internationalized." 

That's  fortunate,  because  in  t 
chalky  hills  of  Champagne,  arou 
Reims  and  Epernay,  the  European  Co 


When  it  comes  to  the  real 
tiling,  France's  vintners 
'want  people  to  drink  less 
and  pay  more  for  it' 


munity  won't  allow  the  French  to  cult 
vate  what  little  land  remains  until  vim 
yards  elsewhere  in  France  are  ripped  u 
to  ease  a  European  wine  glut.  So  produ' 
ers  are  concentrating  on  the  upscal 
niche  for  French-made  champagne.  The 
plan  to  promote  it  as  a  rarity,  similar  1 
the  great  chateau  wines  of  Bordeau: 
whose  production  peaked  a  century  agi 
"We  want  people  to  drink  less  and  pa 
more  for  it,"  says  an  official  of  the  O 
mite  Interprofessionnel  du  'Vin  de  Chan 
pagne,  the  producers'  trade  associatior 

Pay  more  they  will.  And  the  price  ris 
may  accelerate  in  1991,  when  the  19'< 
vintage  hits  the  market.  That's  becaus 
this  year's  chamj)agne  may  be  the  centi 
ry's  best,  although  producers  won 
know  for  sure  until  next  April,  whe 
they  start  bottling  it.  Other  great  vii 
tages:  1914,  1928,  1943,  1959,  and  1970.11 1 

So  drink  French  champagne  while  yo: 
can,  holiday  revelers.  And  raise  a  glas 
this  New  Year's  Eve  to  the  vineyard 
that  are  now  taking  root  elsewhere  i 
the  world.  They  may  bear  the  grapes  fo 
your  future  toasts. 

By  Stewart  Toy  in  Epernay,  with  Mart 
Shao  in  San  Francisco 
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fapanese  Perfection 


n  Japan,  there  is  an  appreciation 
bdued  elegance.  It  is  a  taste  for  the 
stated.  An  inner  calmness.  A  quiet 
tion  that  never  calls  attention  to 
-Wabi. 

ind  it's  apparent  on  every  ANA  flight, 
n  the  way  we  maintain  our  fleet.  One 
newest,  most  modem  in  the  world, 
n  the  imaginative  way  we  plan  our 
The  finest  of  both  Eastern  and 
m  cuisines. 

Lnd  in  the  way  we  train  our  flight 
lants  to  be  unobtrusive,  attentive, 
fectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.C.'s  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


SPECIAL  PACIFIC  BONUS  OFFER 

When  you  fly  First  or  Business  Class  on  ANA  from  Los  Angeles  to  Tokyo 

on  any  Monday  or  Tuesday  between  II-1-89  and  1-31-90, 
you  earn  a  valuable  gift  from  ANA.  For  more  details  see  your  travel  agent, 
corporate  travel  arranger  or  call  ANA. 


All  IMiPPon  Aipuiays 
Japan's  best  to  the  world. 


Most  Companies  Have  An  Alternative  To  Offering  A 
Complete  Selection  Of  Phone  Systems. 

Some  people  will  do  almost  anything  to  drive  home  a  sale. They  have  to.  Because 
what  they  have  to  sell  isn't  always  what  you  need  to  buy 
At  GTEL,  we  have  another  solution.  Selection. 

We  sell  NEC,  Northern  Telecom,  Fujitsu/GTE  and  other  top  manufacturers.  With 
applications  ranging  from  call  management  to  computer  integration. 

In  addition,  we  offer  a  variety  of  purchase,  lease  and  rental  options.  And  a  choice  of 
five  different  maintenance  plans  to  help  keep  everything  running  smoothly 

Talk  to  us  and  tell  us  what  your  needs  are.  We'll  evaluate  your  situation,  and  seven 
days  later  we'll  deliver  our  customized  written  proposal. 

So  in  a  way,  although  we  offer  a  lot  of  different  phone  systems,we  really  only  sell  one. 

The  one  that  fits  perfectly  1-800-637-5323 
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GTEL  OB 

THE  POWER  IS  ON 


TRADE  HNANGE 
ISSIMPU. 

irsBANKsnur 

MAKE  ircoHucnEn 


Trade  finance  can  be  simple.  As  long 
as  your  bank  has  the  expertise  to  keep  it 
from  getting  complicated. 

This  is  one  talent  you'll  find  well 
developed  at  HongkongBank.  After  all, 
we've  been  conducting  international 
trade  finance  for  over  124  years. 

Consequently,  we've  learned  to  tailor 
your  trade  financing  to  the  way  your 
business  actually  runs.  And  ihat  makes 
things  much  simpler 

Presently,  as  one  of  the  30  largest 
banks  in  the  world,  we  have  a  trade 
finance  network  of  over  1,300  offices,  in 
over  50  countries,  worldwide. 


This  means  we  aren't  forced  to  rely  on 
correspondent  banks  to  expedite  your 
trade  finance  requirements.  So  you  don't 
run  the  risk  of  added  complications  that 
can  occur  when  your  documents  change 
hands  from  bank  to  bank. 

We  can  simplify  your  day-to-day 
trade  finance  work,  simply  because  we 
maintain  control. 

What's  more,  our  preeminence 
throughout  the  Pacific  Rim  gives  us  an 
unequaled  knowledge  of  local  market 
situations  and  trading  opportunities. 

This  results  in  faster,  more  accurate 
decisions.  So  you  stay  ahead  of  things. 


instead  of  getting  tangled  up  in  the 
So  next  time  your  bank  tells  yoi 
trade  finance  is  complicated,  simpl' 
call  l-800-CALL-HKB.  And  talk  to  t 
one  bank  that  knows  how  to  keep 
it  simple. 

HongkongBao 

The  Hongkong  and  Shanghai  Banking  Corporation  Li  t 


Fast  decisions.  Worldwide. 


What  can  you 
expect  fi-om  the  people 
ofBeUSoutK' 


Expertise.  Experience. 
Responsiveness.  And  a 
commitment  to  the 
customers  they  serve. 

These  are  the  qualities  of  the 
men  and  women  of  BellSouth.  Peo- 
ple dedicated  to  making  BellSouth 
one  of  the  leading  communications 
companies  in  the  world. 

BellSouth  people  are  design- 
ing, installing  and  maintaining  so- 
phisticated communications 
systems  throughout  the  Southeast 
and  in  more  and  more  places 
across  the  country. 

BellSouth  was  the  first  Bell 
holding  company  to  recombine 
network  and  equipment  operations 
so  that  customers  could  enjoy  a  sin- 
gle source  for  their  telecommuni- 
cations needs.  This  new  marketing 
approach  is  making  it  easier  for  cus- 
tomers to  do  business  with 
BellSouth. 

When  it  comes  to  communi- 
cations products  and  services, 
BellSouth  people  can  provide  the 
solutions  customers  have  a  right  to 
expect  from  a  leader. 

For  more  information  on 
BellSouth,  call  1-800-522-2355. 


S  1989,  BellSouth  Corpora 


BELLSOUTH 


Ever\thing  you  expect  from  a  leader.'' 


TELECOMMUNICATIONS 


MOBILE   CO  M  M  U  N  I  C  A  T  I  O  N  S 


INFORMATION  SYSTEMS 


COMPUTERS 


I'  II  H  L  1  S  H  I  N  C, 


YESTERDAY'S  BAD  DEALS 
ARE  TODAY'S  NEW  BUSINESS 


iors 


Troubled  LBOs  are  rushing  to  restructure  and  avoid  Chapter  11 — and  Wall  Street  is  cashing  in 


The  ebb  tide  of  leverage  is  leaving  a 
lot  of  companies  floundering  on 
the  beach.  Between  inflated  reve- 
nue projections  and  a  pessimistic  bond 
market,  they're  finding  they  can  neither 
meet  interest  payments  nor  float  more 
junk  bonds.  Enter  corporate  finance's 
latest  lifeline;  debt  restructuring. 

More  and  more  creditors  are  being 
asked  to  accept  stock,  lower  coupon 
rates,  dv\)t  stretch-outs — anything  to 
keep  failing  co.npanies  alive  and  out  of 
bankruptcy  court  Known  in  Wall  Street 
jargon  as  "workouts,"  such  exercises 
may  often  involve  ■^elling  off  pieces  of  a 
business  to  raise  ca-h  and  always  in- 
volve replacing  old  lo;i!i.>  with  new,  low- 
er-cost ones.  Restruct  ring  old  loans 
makes  up  more  than  one  bird  of  banks' 


long-term  corporate  lending  (chart),  and 
amounts  to  a  staggering  $105  billion  in 
1989  alone. 

And  more  workouts  lie  ahead.  "Many 
of  the  leveraged  buyouts  done  in  1987 
and  1988  were  bad  ideas,"  says  Robert  J. 
Edgreen,  president  of  KD  Equities  Inc., 
an  LBO  firm.  "It's  a  matter  of  tim.e  until 
they  will  need  rescuing." 
'SAME  PLACE,  LESS  TIME.'  For  a  while,  the 
favored  escape  hatch  for  leveraged  com- 
panies in  distress  was  filing  for  Chapter 
11  protection  against  creditors,  a  route 
followed  by  LTV,  Allegheny  Internation- 
al, and  Revco.  That  fad  has  faded.  To- 
day's big  debt  loads  mean  there  are 
more  creditors  with  more  money  at 
stake — a  combination  that  makes  it  hard 
for  management  to  gain  the  approval  of 


enough  creditors  to  proceed  with  plans) 
to  get  out  of  bankruptcy  court.  I 

The  prime  cautionary  tale  is  that  ol 
Revco  D.  S.  Inc.,  which  took  Chapter  11 
refuge  in  mid-1988  after  its  manage)' 
ment-led  buyout  turned  sour.  The  squabl 
bling  among  the  various  Revco  parties!' 
only  escalated,  and  the  Twinsburg  (Ohio" 
drugstore  chain  shows  no  sign  of  extri-i 
eating  itself  soon.  Almost  as  bad,  lawl 
yers'  fees  are  daunting,  and  manage-i 
ment  must  pick  up  the  tab  for  creditors! 
too.  At  First  Republicbank  Corp.  of  Dal- 
las, which  went  into  Chapter  11  after' 
suffering  major  losses,  legal  costs  arei 
running  at  $500,000  monthly,  and  the' 
bank  has  just  $300  million  in  assets  left.' 

Out-of-court  restructurings  aim  to' 
"get  you  to  the  same  place  in  less  time. 
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Company 


SEAMAN 


at  the  least  expense,"  says 
lael  L.  Cook,  a  bankruptcy 
'er  at  New  York's  Skadden, 
i,  Slate,  Meagher  &  Flom. 
;  was  the  thinking  at  Sea- 
Furniture  Co.,  a  $360  mil- 
LBO  that  ran  into  trouble 
(\  aerospace  cutbacks  rocked 
,ong  Island  base.  The  retail- 
eared  the  stigma  of  bank- 
cy  would  stop  vendors  from 
aing  merchandise. 
Seaman's  parent,  Kohlberg 
ns  Roberts  &  Co.,  worked 
trike  a  deal  with  creditors. 
•  four  months,  vs.  an  aver- 
two  years  for  Chapter  11, 
launched  a  negotiating 
!  that  won  the  allegiance  of 
anks  and  about  200  bond- 
ers. The  result  is  that  Sea- 
will  swap  new  junk  bonds 
ig  12%  interest  for  those 
ig  15%,  and  whose  face  val- 
viW  be  only  one-quarter  of 
)riginal  amount.  As  a  sweet- 
,  bondholders  will  get  an  8% 
Ly  stake.  The  banks  are  set- 
for  $125  million  a  year  in 
payments,  instead  of  $275  million, 
hardly  emerges  unscathed:  Its 
e  of  the  company  plummets  from 
to  33% — and  it  must  invest  $35  mil- 
more. 

)BORN.  Seaman's  maneuver  isn't 

to  duplicate  because  creditors  are 
ming  more  hard-nosed.   To  limit 

losses,  they're  organizing  into  com- 
?es  and  hiring  their  own  advisers  to 
;r  with  management.  Among  the 
best  investors  First  City  Bank  of 
3ton  had  to  face  in  its  restructuring 
years  ago  was  a  Chicago  convent 
its  determined  nuns.  The  advantage 
reditors  who  reject  a  plan  is  that 

continue  to  collect  high  rates  on 
:ing  bonds.  But  holdouts  miss  gain- 
stock  and  risk  getting  nothing  if 
'  obstinacy  squelches  the  company's 
around  and  leads  to  its  demise.  Typi- 
.  management  needs  80%  to  90%  of 
reditors  to  make  a  workout  finan- 
f  viable.  For  Seaman,  kkr  tried  for 
and  ended  up  with  a  bare  80.1%. 
I  round  up  enough  creditor  support, 
sanies  are  finding  that  they  must 
5s  their  plight  as  vigorously  as  they 

emphasized  their  strengths.  Consid- 
-leaseway  Transportation  Corp.,  a 

million  LBO  suffering  from  a  falloff 
ventory-hauling  orders  from  Gener- 
[otors  Corp.  and  Sears,  Roebuck  & 

The  Cleveland  trucker  is  telling 
Iholders  that  unless  they  accept  a 

to  take  equity  and  lower-rate  paper, 
lity  insurance  for  its  trucks  will 
s  on  Jan.  1. 

le  doomsday  scenario  is  less  immi- 
.  at  Southland  Corp.,  the  Dallas  oper- 
of  7-Eleven  stores  and  a  $4.9  billion 


A  SAMPLER  OF  COMPANIES  IN  THE 
THROES  OF  RESTRUCTURING 


Problem 


Restructuring  plan 


JIM  WALTER      Rates  on  junk  bonds 
for  LBO  slated  to  rise 
as  high  as  20%  from 
15%;  asbestos  law  suit 
blocks  asset  sales 


Offering  bondholders 
a  $3  million  cash  pay- 
ment and  $624  mil- 
lion in  new  notes  pay- 
ing around  18% 


LEASEWAY         GM  and  Seai'S  cut  back  Wants  bondholders 
on  hauling  orders;  then  to  take  new  paper  at 
the  trucker's  attempt-  lower  rates,  with  eq- 
ed  asset  sale  falls  uity  stake  for  senior- 
through  debt  holders 


Sales  at  its  Long  Island  Bondholders  agree 
furniture  stores  drop     to  swap  for  notes 


as  aerospace  industry 
slumps,  but  LBO  debt 
burden  remains 


with  lower  rate  and 
equity  stake;  KKR  to 
invest  $35  million 


RESORTS  Gambling  income  is 

INTERNATIONAL  down  at  Merv  Griffin's 
casiiio,  loaded  with 
debt  after  purchase 
from  Donald  Trump 


Chapter  1 1  plan 
would  shrink  Grif- 
fin's stake  to  22%; 
bondholders  to  get 
new  paper  and  stock 


LBO.  But  profit  margins  are  dwindling. 
And  as  it  begins  to  study  a  refinancing, 
the  company  has  opened  a  recorded  in- 
formation phone  line  to  tell  investors 
about  the  cash  crunch  that's  taking 
shape  for  1991. 

Instead  of  such  protracted  jeremiads. 
Resorts  International  Inc.  is  taking  a  lit- 
tle-used tack  that  offers  the  protection 
of  a  bankruptcy  court  without  its  delays. 
It  has  filed  a  "prepackaged"  Chapter  11 
that  it  says  has  the  backing  of  51%  of  its 
creditors  holding  667<  of  the  debt.  If  the 
judge  approves  it,  the  holdouts  must  go 
along.  That  way,  "you  can't  have  a  small 
band  of  extremists  wreck  a  deal,"  says 
Wilbur  L.  Ross  Jr.  at  Rothschild  Inc.,  an 
investment  banker  for  Resorts.  If  the 
judge  doesn't  approve,  entertainer  Merv 
Griffin,  who  bought  the  flagging  Atlan- 
tic City  casino  last  year  for  $365  million 


DEBT  OVERHAULS  MEAN 
BUSINESS  FOR  THE  BANKS 
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RESTRUCTURING  LOANS  BY  COMMERCIAL  BANKS 


■87     '88  '89' 
A  NUMBER  OF  LOANS 
■THROUGH  NOV.  22 
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DATA:  LOAN  PRICING  GROUP 


from  developer  Donald  J. 
Trump,  will  have  a  tougher  time 
bargaining  with  incensed  hold- 
outs. 

A  plus  for  troubled  LBOs  is 
that  bank  creditors  are  increas- 
ingly allied  with  managements 
in  workouts,  which  is  a  comfort 
in  their  tussles  with  obstreper- 
ous bondholders.  But  don't  read 
this  as  altruism.  Because  their 
loans  often  are  secured  by  com- 
pany assets,  banks  can  more 
readily  afford  flexibility  than 
bondholders,  whose  claims  often 
depend  merely  on  pledges  of 
payment. 

STILL  SENSITIVE.  By  supporting 
workout  plans,  banks  also  are 
hoping  to  assuage  congressional 
criticism  about  their  part  in  fuel- 
ing the  leverage  phenomenon 
and  to  soothe  Wall  Street  for 
their  scuttling  of  the  UAL  Corp. 
buyout.  Banks  still  are  sensitive 
about  their  role  in  the  collapse 
of  Coleco  Industries  Inc.,  once 
the  high-flying  maker  of  Cab- 
bage Patch  dolls.  When  Coleco 
hit  a  slump  in  1987  and  needed  a  $40 
million  loan  to  build  inventory  for  Christ- 
mas, banks  dithered  for  months  while 
the  shopping  season  came  and  went. 

Although  restructuring  is  a  case  of 
damage  control  for  most  LBOs,  Wall 
Street  is  coming  out  a  clear  winner. 
Workout  sections  have  sprouted  at  many 
investment  houses,  with  fees  as  high  as 
1.5'^^  of  a  company's  debt.  Lest  they  be 
accused  of  profiting  from  their  own  fail- 
ures, most  firms  restrict  themselves  to 
competitors'  busted  LBOs;  Drexel  Burn- 
ham  Lambert  Inc.'s  handling  of  both  the 
Leaseway  LBO  and  workout  is  an  excep- 
tion. Restructuring  "will  grow  into  a 
good  profitable  business,"  says  Sharon 
M.  Meadows,  a  managing  director  at 
First  Boston  Corp.,  where  the  restruc- 
turing group  is  to  expand  from  16  to  21 
people  in  1990. 

For  companies  coming  up  short  in  the 
LBO  game,  though,  the  near  future  is 
filled  with  things  that  go  bump  in  the 
night.  At  Tampa's  Jim  Walter  Corp., 
known  as  Hillsborough  Holdings  since 
KKR's  $2.4  billion  LBO,  an  automatic  re- 
set of  junk-bond  interest  from  about  157< 
to  possibly  more  than  20%  is  looming.  So 
the  company  is  offering  bondholders 
some  cash  and  rates  as  high  as  18%%. 
Says  Chief  Financial  Officer  Kenneth  J. 
Matlock;  "They  could  get  a  higher  rate, 
but  if  we  can't  pay  it,  it's  academic." 

True  enough.  Taking  less  instead  of 
nothing  is  a  powerful  argument — and 
one  that  will  be  heard  more  as  more 
companies  ask  creditors  for  a  break. 

By  Larry  Light,  with  John  Meehan  and 
Leah  J.  Nathans,  in  New  York,  Zachary 
Schiller  in  Cleveland,  and  bureau  reports 
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LIPP:  GAINING 
OUTPOSTS  IN  THE 
CALIFORNIA  MARKET 


PRIMERICA  ADDS 

ANOTHER  FEATHER  TO  ITS  CAP 


Buying  a  Barclays  unit  makes  it  a  national  force  in  consumer  loans 


While  most  U.  S.  business  exec- 
utives were  winding  down  on 
the  eve  of  the  long  Thanksgiv- 
ing weekend,  Robert  I.  Lipp  wasn't  quite 
yet  in  a  holiday  mood.  Lipp,  the  head  of 
Primerica's  Commercial  Credit  Co.,  was 
embroiled  in  final  negotiations  to  take 
over  the  consumer-finance  business  of 
BarclaysAmerican  Corp.  Lipp  and  a  bat- 
tery of  lawyers  had  begun  work  around 
noon  that  Wednesday.  And  after  work- 
ing right  through  the  next  24  hours, 
they  nailed  down  the  deal  by  midday  on 
Thanksgiving.  Bleary-eyed,  Lipp  was 
still  able  to  enjoy  a  turkey  feast  with  his 
family,  one  of  the  best  he's  ever  had.  "It 
was  a  pleasure,"  he  recalls. 

Small  wonder.  Overnight,  Commercial 
Credit  had  accomplished  one  of  Primer- 
ica  Corp.'s  most  elusive  goals:  to  be  a 
national  I'orce  in  the  consumer-lending 
business.  Primerica,  whose  network  of 
financial  businesses  stretches  from  life 
insurance  to  retail  brokering,  was  outbid 
last  year  for  the  consumer-finance  unit 
of  Manufacturers  Hanover  Trust  Co. 
The  unit  was  bought  in  1988  by  Cre- 
ditThrift,  a  subsidiary  of  American  Gen- 
eral Corp.,  a  financial  holding  company. 

By  accjuiring  BarclaysAmerican/ Fi- 
nancial Inc.,  Commercial  Credit  adds  221 


offices  to  the  491-branch  network  that  it 
already  operates  in  29  states.  It  includes 
18  locations  in  the  explosive  California 
market,  where  Commercial  Credit  had 
no  outlets  at  all.  "This  move  alone  saves 
us  two  years  in  our  growth  plan.  To 
have  no  consumer-lending  presence  in 
the  nation's  fastest  growing  market  was 
not  good  for  our  business,"  says  San- 
ford  I.  Weill,  Primerica's  expansion- 
minded  chairman  (BW — Dec.  4).  The  pur- 
chase must  still  clear  some  regulatory 
hurdles,  but  Primerica  expects  to  close 
the  deal  in  the  first  quarter  of  1990. 

To  buy  time,  Primerica  will  have  to  do 
some  borrowing.  It  agreed  to  pay  Bar- 
claysAmerican, a  Charlotte  (N.  C.)  unit 
of  Britiiin's  Barclays  Bank  PLC,  $1.35  bil- 


WHAT  BARCLAYS  ADDS 
TO  COMMERCIAL  CREDIT 


Commercial 
Credit  Co. 

BarclaysAmerican/ 
Financial 

Number  of  states 
with  offices 

29 

29 

Branches 

491 

221 

Receivables 

$3.4  billion 

$1.3  billion 

DATA:  BARCLAYS  BANK  PLC,  PRIMERICA  CORP 

lion  in  cash.  But  Primerica,  based  i 
Greenwich,  Conn.,  believes  it  can  raij 
the  money  without  any  problems.  T 
price  is  only  a  $50  million  premii 
above  the  book  value  of  assets  bail 
purchased  from  Barclays. 

That  premium  seems  a  bargain.  B| 
there  are  questions  about  the  quality 
BarclaysAmerican's  assets.  Analysts  si 
Barclays'  unit  ran  into  trouble  last  ye' 
with  automobile  and  mobile-home  loai|'  J' 
They  believe  these  setbacks  contributL;* 
to  losses  at  its  U.  S.  parent  compai|rl" 
BarclaysAmerican,  which  suffered  a  ptj- 
tax  loss  of  $53  million  in  1988  vs.  a  $i  i 
million  profit  in  1987. 
UPSCALE.  Weill  thinks  BarclaysAmellijf^' 
can /Financial  complements  Commercijr 
Credit's  business.  Both  companies  sp 
cialize  in  high-margin  consumer  lendin;:;^j>- 
such  as  home-equity  loans  and  revolvii- 
credit.  And  the  merger  will  boost  Cof 
mercial  Credit's  outstanding  receivabkci  "li! 
to  $4.7  billion  from  $3.4  billion. 

London    analysts    are  wonderiri 
whether  the  sale  of  Barclays'  consume 
finance  division  is  a  prelude  to  a  broad 
plan  to  pull  out  of  the  U.  S.  retail  bu: 
ness.  Barclays  Bank,  with  $189.4  billi(| 
in  assets,  has  stated  that  the  U.  S.  re 
business  isn't  part  of  its  core  strategy 
serving  corporate  clients. 

Despite  its  recent  past,  Lipp  arguiS 
that  the  Barclays  addition  will  only  hei 
Commercial  Credit's  bottom  line.  B 
there  will  be  some  changes.  Primeri<ii|  «it 
officials  say  they  don't  expect  to  conti 
ue  Bairlays'  mobile-home  and  autom 
bile-lending  operations.  Some  marginal 
profitable  branches  will  also  be  shJfc|iiB 
down.  The  Barclays  acquisition  will  "s( 
positive  results  in  1990,"  Lipp  boasts, 
had  better.  Commercial  Credit  has  bet 
a  stellar  performer  for  Primerica.  In  tl 
first  nine  months  of  1989,  it  racked  i 
revenues  of  $518  million,  or  13%  of  Pi 
merica's  total.  It  also  accounted  f( 
$90.2  million  in  net  income,  a  hefty  47 
of  the  parent's  profits  of  $193.1  millioi 

So  far.  Wall  Street  believes  Weill 
justified  in  his  enthusiasm  for  the  acqi 
sition.  Indeed,  to  many  analysts,  it 
reminiscent  of  Primerica's  purchase 
16  big-city  retail  brokerage  branchc 
from  Drexel  Burnham  Lambert  Inc.  lai| 
April.  Primerica's  brokerage  unit,  Smill 
Barney,  Harris  Upham  &  Co.,  paid  virti| 
ally  nothing  to  Drexel,  which  was  an: 
ious  to  get  out  of  the  retail  ena  of  tlii 
market.  In  the  process,  Smith  Barnet 
filled  several  geographic  holes. 

The  Barclays  deal  promises  the  san: 
kind  of  benefits.  And  it  also  goes  a  Ion 
way  in  advancing  Sandy  Weill's  amb) 
tions  of  making  Primerica  one  of  th' 
nation's  premier  financial  empires. 

By  Jon  Friedman  in  New  York,  with  Vi 
toria  English  in  Londoji 
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IN  MAD  AVE.  TURN 
ILYER  INTO  GOLD? 


ducers  are  pitching  in  for  ads  to  get  consumers  buying  again 


krthur  Brown  is  raising  eyebrows 
among  maitre  d's  of  fashionable 
dining  establishments  these 
.  Whenever  he  eats  out,  especially 
pricey  restaurant,  he  turns  over  the 
/are  to  check  to  see  if  it's  the  real 
r — silver.  Not  that  he's  a  snob.  As 
•man  and  CEO  of  Hecla  Mining  Co., 
vn  has  a  vital  interest  in  seeing  that 
umers,  from  haughty  restaurateurs 
ushing  brides,  get  turned  on  to  sil- 
igain. 

lat's  why  Hecla  and  eight  other  sil- 
jroducers,  including  Asarco  Inc.  and 
ir  d'Alene  Mines  Corp.,  have  started 
idvertising  and  promotional  cam- 
n,  initially  budgeted  at  $2.5  million, 
ncourage  consumers  to  buy  silver 
Iry,  silverware,  and  tableware.  Their 

is  to  boost  silver  consumption 
gh  to  soak  up  excess  supply  and 
!  up  the  price  of  the  metal.  At  $5.70 
■z.,  the  current  price  is  little  more 

breakeven  for  many  producers. 
T  EFFORT.  It  will  take  a  lot  more 

just  a  couple  of  million  bucks  in 
rtising  to  resuscitate  the  lagging  sil- 
market.  Still,  the  silver  producers 
ing  the  ads  have  high  hopes.  The 
)aign  is  the  idea  of  the  Silver  Trust 
•national,  a  marketing  spinoff  of  the 
stry's  trade  association,  the  Silver 
tute.  Brown,  the  campaign  chair- 
,  is  working  with  foreign  producers 
designers  to  extend  the  campaign 
dwide.  Gold  and  diamond  producers 
similar  campaigns — on  a  far  wider 
i — that  have  been  credited  with 
ting  demand  for  those  commodities, 
le  campaign  doesn't  ignore  silver  as 
nvestment,  but  it  emphasizes  con- 
3r  goods.  That's  because  silver  bul- 

and  coins  tend  to 
rn  to  the  market 
iigh  precious-metal 

coin  dealers.  But 
;r  fashioned  into 
;hbands,  candle- 
cs,  and  the  like 
;n't  usually  come 
to  compete  with 
ly  mined  silver,  un- 

the  price  goes  to 
)nomical  levels — as 
i  a  decade  ago.  Un- 
that  happens  again, 

likelihood  of  [sil- 
va,re  and  jewelry] 


coming  back  on  the  market  is  very 
slim,"  says  Brown. 

It's  important  to  producers  that  con- 
sumers not  dump  silver  on  the  market 
and  drive  down  prices,  since  that  pre- 
vents silver  companies  from  propping  up 
prices  by  putting  a  lid  on  production. 
When  prices  slumped  in  the  past,  pro- 
ducers cut  costs,  closed  mines,  and  wait- 


an  $11.3  million  profit  on  revenues  of 
$78.8  million. 

The  Silver  Trust's  advertising  cam- 
paign, which  is  a  cooperative  effort  with 
the  Sterling  Silversmiths  Guild  of  Ameri- 
ca and  individual  jewelry  designers,  ex- 
tols silver's  beauty  and  "timeless 
grace."  Black-and-white  ads  will  appear 
through  the  end  of  the  year  in  home  and 
lifestyle  magazines  such  as  Metropoli- 
tan Home.  EUe,  and  Lear's — all  widely 
read  by  upscale  women. 
LUSTER  LOST.  There  was  a  time  when  the 
public  didn't  have  to  be  sold  on  silver.  In 
1977,  some  32  million  troy  oz.  of  silver 
were  used  in  the  manufacture  of  jewelry 
and  silverware  in  the  U.  S.  But  in  1979, 
consumer  demand  slipped  as  prices 
soared.  Investor  frenzy  drove  the  price 
from  $6  an  oz.  to  a  record  $52.50.  It 
quickly  dropped  again,  but  in  the  mean- 
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ed  for  better  times.  Today,  much  silver 
is  produced  as  a  byproduct  of  mining 
gold  and  lead.  So  silver  may  continue  to 
glut  the  market  as  long  as  mining  gold 
remains  profitable.  Indeed,  such  byprod- 
uct silver  accounts  for  most  of  the  63'^ 
increase  in  U.  S.  silver  production  since 
1987.  U.  S.  production  this  year  should 
be  65  million  oz.,  up 
from  40  million  oz.  just 
two  years  ago. 

While  the  price  has 
risen  in  recent  weeks 
(chart),  it  is  still  well  be- 
low 1987's  average  of 
$7.01  an  oz.  Under- 
standably, silver  pro- 
ducers are  hurting. 
Hecla,  for  instance,  lost 
$9.2  million  on  revenues 
of  $76.4  million  in  the 
first  nine  months  of  this 
year.  In  the  same  peri- 
od a  year  ago,  it  made 
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time,  the  consumer  market  was  "abso- 
lutely decimated,"  says  John  H.  Lutley, 
executive  director  of  the  Silver  Institute. 
Families  sold  their  sterling  to  be  melted 
down,  and  brides  switched  from  silver 
flatware  to  silver  plate.  By  1988,  silver 
used  for  luxury  products  had  fallen  to 
only  10  million  oz. 

Consumer  tastes,  however,  are  not  set 
in  stone.  And  retailers  say  there  are 
signs  that  the  industry's  nascent  adver- 
tising campaign  may  be  working.  "Cus- 
tomers are  coming  in  with  the  ads  say- 
ing, T  want  this,' "  says  Jeffrey  M. 
Bochner,  division  merchandise  manager 
at  Lord  &  Taylor  in  New  York. 

The  price  of  silver  goods  hasn't  in- 
creased in  recent  years — and  that  may 
be  the  industry's  best  hope  of  luring 
back  customers.  If  the  public  comes 
flocking  back,  the  profitless  cloud  hang- 
ing over  producers  could  prove  to  have  a 
silver  lining. 

By  Sandra  D.  Atchison  in  Denver 
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We  see  networl 
from  a  di 


See  for  yourself  how  NetView  can  help  keep 
your  network  up,  and  your  costs  down. 

At  IBM,  we've  helped  more  com})anies  set  up  and  manage  computer 
networks  than  anybody  else. 

We've  learned  that  no  two  companies  have  the  same  needs.  And  we  know  how 
cost  efficient  and  productive  your  network  can  be  when  you  manage  it  yoursell.l 

And  that's  exacdy  what  IBM  NetView  lets  you  do.  i 

NetView  solves  your  missing  links. 


11. 


0  ^ 


NetView  is  IBM's  innovative,  advanced  family  of  software 
that  lets  you  control  your  network. 

If  there's  a  weak  link  or  problem  in  your  network,  NetView 

finds  it,  and  enables  you  to  fix  it.  Sometimes    -  ^  ^  ^^J^ 

automatically,  so  no  one's  even  aware  there    ^^^"^^  f  ^ 

was  a  problem.  L 

And  NetView  helps  you  manage 
IBM  and  non-IBM  systems,  so 

whether  you're  designing  a  new  network  or  improving  your  present  one,  your 
investment  is  protected. 


tlie 


't'  IBM  1988 


management 
)oint  of  view. 


NetView  makes  yom*  computer  the  perfect  host. 

Like  any  good  host,  your  computer  shouldn't  keep  people  waiting. 

NetView  works  to  provide  more  reliable,  consistent 
service  to  everyone  on  your  network.  It  automatically 
handles  routine  computer  and  network  messages,  so 
\your  control  center  operators  can  concentrate  on  the 
really  important  ones.  As  a  result,  your  network  runs 
better  with  fewer  processing  delays. 


VetView  works  nights  and  weekends,  too. 

VetView  can  run  unattended  to  keep  your  network  and  systems  worldng 
nd  the  clock. 

^d  since  NetView  never  sleeps,  you  can  do 
less  at  any  time,  anywhere  in  the  world, 
[f  youVe  setting  up  a  network,  or  trying  to 
e  the  one  you  have  more  productive,  we'd 
0  show  you  how  NetView  can  help  you  now. 
call  your  IBM  Representative.  =:=;^^ 
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DEUTSCHE  BANK  NABS  A  PLUM 
—BUT  IT  DIDN'T  COME  CHEAP 


Why  it  paid  a  record  $1.5  billion  for  Britain's  Morgan  Grenfell 


In  plunking  down  $1.5  billion  for 
London's  Morgan  Grenfell 
Group  PLC,  Deutsche  Bank  is 
paying  the  most  ever  for  an  invest- 
ment bank.  But  Chief  Executive  Al- 
fred Herrhausen  thinks  the  price  is 
worth  it  because  Morgan  Grenfell 
fits  his  strategy.  The  move  adds  a 
key  building  block  to  the  dominant 
European  position  and  growing 
global  presence  of  Deutsche  Bank, 
whose  $168  billion  in  assets  place  it 
first  among  German  banks  and  20th 
in  the  world. 

The  acquisition  also  deals  a  blow 
to  Herrhausen's  French  rivals  at 
Banque  Indosuez,  which  had 
amassed  a  14.9'a  stake  in  the  British 
bank  with  an  eye  to  trying  for  con- 
trol. As  deregulation  spreads  within 
the  12-nation  European  Community 
even  before  1992,  French  and  West 
German  banks  in  particular  are  vy- 
ing to  snap  up  banks,  brokerage 
houses,  and  insurance  companies  outside 
their  borders  so  that  they  can  offer  fi- 
nancial services  across  the  Continent. 

Since  buying  Bank  of  America's  Ital- 
ian operations  for  $603  million  at  the  end 
of  1986,  Deutsche  Bank  has  bagged  nine 
other  commercial  and  investment 
banks — not  only  in  Europe  but  as  far 
afield  as  Australia.  Morgan  Grenfell, 
which  has  been  4.9'.f  owned  by  Deutsche 
since  1984,  fits  in  nicely,  since  it  has 
"strengths  where  we  are  weak  or  not 
even  active,"  says  Herrhausen. 

By  buying  Morgan  Grenfell,  Deutsche 
Bank  will  become  a  big  player  in  merg- 
ers and  acquisitions,  investment  bank- 
ing, and  money  management  outside  of 
its  German  stronghold.  The  bank  will 
also  strengthen  its  dominant  position  at 
a  promising  time  in  East  European  trade 
financing,  where  Morgan  Grenfell  is 
strong.  Its  boss,  John  Craven,  can't  wait 
to  marry  his  house's  M&A  savvy  with 
Deutsche's  cash  and  customer  base. 
"We  can  extend  our  corporate  finance 
reach  in  Germany,  Italy,  and  Spain  in  a 
very  major  way,"  Craven  says. 

To  remain  active  in  U.  S.  commercial 
banking,  Herrh^sen  may  have  to  divest 
Morgan  Grenfell's  Wall  Street  subsid- 
iary, C.  J.  Lawrence,  or  at  least  limit  its 
equities  underwriting.  The  Federal  Re- 


HERRHAUSEN:  INSTANT  GIANT  IN  EUROPEAN  M&A 


serve  Board  has  given  Deutsche  Bank 
six  months  to  comply  with  Glass-Stea- 
gall  limitations,  which  ban  mixing  com- 
mercial and  investment  banking.  Howev- 
er, analysts  say  that  accommodating  the 
Fed  may  not  be  difficult.  C.  J.  Law- 
rence's strengths  are  research  and  port- 
folio management,  not  underwriting. 

By  John  Templeman  in  Bonn,  with 
Richard  A.  Melcher  in  London 
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THE  FED  GETS  ONE 
OF  BRADY'S  BOYS 


But  Dave  Mulliiis  won't  tilt 
the  balance  on  the  board 


w; 


'hen  the  Brady  Commission 
was  looking  for  ways  to  pre- 
vent a  repeat  of  the  October, 
1987,  crash,  it  recommended  that  the 
Federal  Reserve  Board  become  a  "super- 
regulator"  for  financial  markets.  The 
Fed  quickly  said:  "No  thanks."  That  re- 
buff was  the  first  of  many  that  sank 
most  of  the  commission's  key  sugges- 
tions. Now,  one  of  the  Brady  brain  trust 


is  getting  a  chance  to  work  on  the 
from  within:  David  W.  Mullins  Jr., 
Brady  Commission's  No.  2  staffer,  i 
line  for  a  seat  on  the  Fed  board. 

The  nomination,  expected  to  be 
nounced  by  the  White  House  soon,  c: 
tinues  an  Administration  trend  tow: 
cross-pollinating  financial  regulati 
Chairman  Richard  C.  Breeden  of  the 
curities  &  Exchange  Commission,  for  i 
ample,  is  a  banking  lawyer.  Mullins  \y. 
give  the  Fed  expertise  in  securities  m-- 
kets  just  as  it  gradually  lets  commerdtl 
banks  expand  their  underwriting  actjj- 
ties.  And  in  any  future  market  m^ 
downs,  Mullins'  experience  reconstr 
ing  Bloody  Monday  events  could  m, 
him  the  right  person  in  the  right  plai 
CRAM  COURSE.  A  former  professor  ofl 
nance  at  Harvard  business  school,  M, 
lins,  43,  has  spent  the  past  two  year; 
a  cram  course  on  politics.  After  work 
for  Nicholas  F.  Brady  on  the  crash  C' 
mission,  Mullins  and  Harvard  collea, 
Robert  R.  Glauber  followed  Brady  to 
Treasury  early  this  year. 

Mullins  shares  the  concerns  of  Br; 
and  Fed  Chairman  Alan  Greenspan  t 
U.  S.  financial  services  need  to 
streamlined  to  meet  foreign  competitl 
and  cut  capital  costs  for  the  natio 
businesses.  But  he's  no  freewheelj 
deregulator:  His  experience  as  a  pri 
author  of  the  Bush  Administratio 
$166  billion  thrift  bailout  makes  n 
wary  of  plans  that  would  let  banks  spl 
ulate  with  federally  insured  funds. 

Mullins  hasn't  written  or  commeni 
much  on  monetary  policy,  and  his  ck 
ties  to  Brady  raise  fears  on  Wall  Str 
that  he'll  give  Trea- 
sury a  de  facto  seat 
on  the  Fed  board. 
Those  concerns  are 
not  shared  at  the 
Fed,  however,  where 
Greenspan  helped  the 
White  House  pare 
down  the  list  of  can- 
didates. And  even  if 
Mullins  does  support 
Brady's  desire  for 
lower  interest  rates, 
his  appointment  will 
not  shift  the  Fed's 
balance:  The  gover- 
nor he's  replacing,  H. 
Robert  Heller,  cast  a 
fairly  consistent  vote  for  easier  mom 

If  history  is  any  guide,  Mullins'  ties 
Brady  won't  matter  for  long.  "Fed  i 
pointees  tend  to  become  creatures  of  t 
institution  in  very  short  order,"  sa 
Lyle  E.  Gramley,  a  former  goverm 
The  Fed  is  more  likely  to  become  M 
lins'  captor  than  his  captive. 

By  Mike  McNamee,  with  Catherine  Ya 
in  Washington 


MULLINS:  WAR1 
LETTING  BANKS! 
SPECULATE 
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The 


.he  MCI  Card"  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  any  airport  in 
the  U.S.,  to  virtually  any 
phone  in  the  world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  special  recordings, 
or  dial  differently  from 
different  phones.  And 
whether  you  dial  direct 
or  use  an  operator,  you'll 
never  experience  hidden 
charges  with  MCI? 

The  MCI  Card  guar- 
antees you  access  to  the 
unsurpassed  quality  of 
the  MCI  network. 
And  savings  over  AT&T, 
month  after  month. 

Take  the  MCI  Card. 
Or  take  your  chances. 

Let  us  show  youf 
1-800-888-0800. 


The  MCI 

Card. 
America's 
Business 
Card. 


BY  GENE  G.  MARCiAL 

ASHLAND  OIL 
MAY  REFINE 
ITS  ASSETS 


Although  its  slumping  stock  is 
selling  at  just  half  the  compa- 
ny's asset  value,  Ashland  Oil 
isn't  popping  up  on  any  rosters  of  take- 
over targets.  The  22'"^  stake  held  by 
the  company's  employee  stock-owner- 
ship plan  has  helped  discourage  raid- 
ers. But  in  recent  days,  several  smart- 
money  investors  have  started  bu\ing 
big  blocks  of  the  stock,  pushing  Ash- 
land up  a  couple  of  points. 

"Ashland  is  one  company  that's  defi- 
nitely ripe  for  a  restructuring,"  says  a 
New  York  investment  manager.  He 
contends  that  the  ESOP  doesn't  make 
Ashland  raider-proof  and  "could  turn 
out  to  be  a  friend  of  any  group  willing 
to  pay  a  tempting  price  for  the  stock." 
The  ESOP  was  devised  as  a  defense, 
partly  in  response  to  Ashland's  experi- 
ence in  1986,  when  Canada's  Belzberg 
family  made  a  S60-a-share  bid.  Ashland 
ended  up  paying  the  Belzbergs  S51  a 
share  for  their  9.2"c  stake. 

In  addition  to  oil  refining,  the  compa- 
ny owns  500  SuperAmerica  gasoline 
stations,  makes  the  popular  Valvoline 
automotive  lubricant,  and  has  chemical 
and  coal  operations. 
SAUDI  TALKS?  Whispers  are  that  pri- 
vate talks  are  going  on  beuveen  Ash- 
land and  Saudi  .Arabian  oil  officials. 
The  speculation  is  that  the  Saudis  want 
to  buy  a  50^"^  stake  in  Ashland's  Ken- 
tucky refining  opera  tons.  The  company 
declined  comment. 

One  scenario  has  Ashland  and  the 
Saudis  setting  up  a  joint  refining  ven- 
ture, with  the  Saudis  owning  50^^.  Part 
of  Ashland's  50'"^  would  be  spun  off  to 
shareholders  to  establish  a  pubHc  mar- 
ket value  for  Ashland's  refining  assets. 
Word  is  that  the  Saudis  will  pay  for 
their  stake  with  cash  and  crude  oil. 
Should  the  Saudi  talks  fail  to  result  in 
an  agreement,  the  betting  is  that  Ash- 
land will  sell  some  assets  and  spin  off 
part  of  its  refining  operations. 

Alan  Gaines,  president  of  Gaines 
Berland,  which  invests  in  depressed 
but  asset-rich  companies,  puts  Ash- 
land's breakup  value  at  more  than  S70 
a  share.  "We  are  very  bullish  on  the 
refining  business  right  now."  he  says, 
"and  Ashland  is  the  best  buy." 

Here's  how  Gaines  values  Ashland: 
refining,  S35  a  share;  chemicals,  Slo; 
coal,  including  a  46^^  stake  in  Ashland 


ASHLAND  OIL:  PULLING 
OUT  OF  A  SLUMP 
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DATA,  BRIDGE  INFORMATION  SWIMS  INC 


Coal,  SlO.80;  construction  and  engineer- 
ing, 88.30;  Valvoline,  85.80;  oil-and-gas 
exploration  and  production,  85.35;  Su- 
perAmerica, 83.40;  working  capital  and 
inventoiy  reserves,  810.  Total  asset 
value,  after  deducting  long-term  debt 
of  821.65  a  share:  $72  a  share. 


THIS  SAVINGS  BANK 
HAS  'EM  BUZZING 


Saying  that  savings-bank  stocks 
are  unpopular  with  investors 
would  be  a  major  understate- 
ment. And  the  shares  of  Greater  New 
York  Savings  Bank  are  no  exception. 
"^Miile  the  overall  stock  market  is  up  a 
nift\-  25^c  so  far  for  1989,  Greater  New- 
York  Savings'  stock  is  down  to  SV2 
from  a  high  of  13  early  in  the  year. 
That's  below  the  bank's  initial  public 
offering  in  June,  1987,  of  9V2.  But 
word  is  that  an  investor  group  led  by  a 
New  York  real  estate  mogul  has  built, 
up  a  stake  of  just  under  5^^,  and  the 
pros  are  starting  to  buy. 

It's  still  unclear  whether  the  group 
has  links  with  New  York  investors 
Paul  and  Seymour  Milstein,  who  are 
also  big  in  real  estate  and  who  control 
privately  held  Emigrant  Savings  Bank. 
In  February-,  Emigrant,  which  owns  a 
9.9%  stake  in  Greater  New  York  Sav- 
ings, tried  to  take  over  Greater  New- 
York  with  an  offer  of  816  a  share. 
Spuming  the  bid.  Greater  New  York 
set  up  an  ESOP  that  acquired  11%  of 
the  stock. 

The  pros  believe  another  bid  will  sur- 
face, either  from  the  Milsteins  or  the 
new  investor  group.  Greater  New-  York 
Savings  has  $3  billion  in  assets  and  12 
branches  in  the  New  York  boroughs  of 


Manhattan,  Brookl\-n,  and  Queens,  anc 
in  Nassau  County.  Emigrant,  also 
based  in  New  York,  has  26  branche 
and  assets  of  83.6  billion. 

A  Baltimore  investment  manager 
values  Greater  New  York  Savings  at 
818  to  $20  a  share.  He  thinks  a  new  bid 
would  exceed  $16 — the  price  he  puts  on 
the  bank's  tangible  book  value.  The 
quality  of  the  bank's  deposits  "are  bet- 
ter than  in  most  savings  banks,"  he 
says,  "and  its  loan  portfolios  are  in 
good  shape."  This  pro  expects  earnings 
to  climb  to  $1.35  a  share  this  year,  up 
from  72(*  last  year. 


JUICY  RESULTS  AT 
AN  UPSCALE  GROCER 


f 
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The  stock  of  Ruddick,  a  little 
known  Big  Board-listed  company 
that  is  starting  to  attract  atten- 
tion, recently  hit  a  high  of  29  on  no 
particular  news.  What's  up'?  Some  pros 
are  taking  notice  of  Ruddick's  Harris 
Teeter  unit,  a  chain  of  130  upscale  re- 
gional supermarkets  in  the  CaroHnas. 
Virginia,  and  Tennessee. 

Last  year,  Harris  Teeter  generated 
80%  of  Ruddick's  sales  of  $1.3  billion 
and  60%  of  earnings  of  $49  million. 
This  year,  analysts  estimate  that  Har- 
ris Teeter's  sales  alone  w-ill  rise  to 
nearly  81.2  bilhon  from  81  billion,  with 
operating  earnings  hitting  834.2  mil- 
lion— up  from  827.4  million.  Overall 
Ruddick  sales  are  expected  to  rise  to 
81.4  billion,  w-ith  earnings  rising  to 
857.7  million,  or  $2.15  share,  from 
1988's  81.87. 

Ruddick  shares  have  yet  to  benefit 
from  Harris  Teeter's  record  perfor- 
mance. While  other  supermarket-chain 
stocks  trade,  on  average,  at  a  price- 
earnings  ratio  of  18,  Ruddick  sells  at  a 
p-e  of  12.  If  it  went  for  a  p-e  of  18,  the 
stock  would  be  selling  at  43.  But  Brian 
Warner,  a  portfolio  manager  at  Inte- 
grated Resources  Asset  Management, 
believes  Ruddick  is  w-orth  even  more. 
Based  on  its  strong  cash  flow-,  Ruddick 
should  sell  for  855  a  share,  with  Harris 
Teeter  alone  w-orth  $40  a  share.  Rud- 
dick's other  operations  are  yam  and 
thread  manufacturing,  business  forms, 
and  a  venture-capital  unit. 

Some  big  investors  have  urged  man- 
agement to  sell  the  nonsupermarket 
operations  and  buy  back  shares.  Man- 
agement isn't  likely  to  oppose  a  re- 
structuring that  would  pull  up  the 
stock.  A  company  ESOP  ow-ns  40%,  and 
Ruddick's  founders.  Chairman  R.  Stew- 
art Dickson  and  a  brother,  President 
Alan  Dickson,  ow-n  about  13%. 
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Some  Gifts  Are  MoreTasteful  Than  Others* 


Savor  The  Taste  Of  Time. 

Pinch  15  Year  Old.  From  The  Oldest  Distillers  Of  Scotch  Whisky. 


Send  a  gift  of  Pinch  anywhere  in  the  U.S.  Call  l-800-243'3787.  Void  where  prohibited. 

BLENDED  SCOTCH  WHISKY.  43%  ALC.  BY  VOL  (86  PROOF).©  1969  SOHENLEY^I^^  4 
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Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro^  User  Surveys.  And  who  knows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  higli  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 
^  customers  are  telling  us  that  we're  #/  in  customer  satisfaction,  in  reliability 
in  service,  in  copy  quality. 
mK^,  ^  loin  the  Kodak  copier  family  of  customers  who  are 

rzr-r-l^  ^    '  iust  satisfied,  but  delighted.  There's  a  Kodak  copier 

"~    _  ^  designed  for  every  need,  and  now  there's  a  great  way  to 

IV       i  "  I  save  on  every  Kodak  copier 

n  ^^^^^^  Call  for  details:  1 800  255-3434,  Ext.  152. 


The  new  vision  of  Kodak  " 


Kodak  CDmpjny.  1989 
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WANG'S  TURNAROUND  SPECIALIST 
PREPARES  FOR  SURGERY 
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Dick  Miller  has  plans  for  'drastic'  change,  but  it  may  come  too  late  to  stanch  a  sea  of  red  ink 


Since  the  computer  industry 
slumped  in  1985,  just  about  every 
year  has  been  a  bummer  for 
Wang  Laboratories  Inc.  But  1989  takes 
the  cake.  Since  March,  the  once  high- 
flying minicomputer  maker  has  lost  $500 
million,  even  though  it  has  slashed 
employment  by  a  third.  And  as  of  Sept. 
30,  debt  had  reached  $960  million — a 
monstrous  burden  for  a  $3  billion  compa- 
ny. No  wonder  that,  for 
the  first  time,  the  fam- 
ily-run company  has 
placed  its  future  in  the 
hands  of  an  outsider,  a 
former  General  Electric 
Co.  executive  who 
promises  that  "drastic" 
changes  have  only  just 
begun. 

The  new  chief  operat- 
ing officer,  Richard  \V. 
Miller,  48,  says  he  can 
bring  Wang  back — 
without  giving  up  the 
company's  indepen- 
dence. First,  he  told 
BUSINESS  WEEK  in  a  re- 
cent interview,  he'll 
overhaul  the  business 
from  top  to  bottom,  tak- 
ing a  machete  to 
Wang's  tangled  head- 
quarters bureaucracy. 
His  goal:  "eliminating 
whole  functions  that  I 
view  as  stifling  produc- 
tivity and  creativity." 
He  plans  to  cut  2,500 
more  jobs  by  next 
March,  reducing  the 
21,500. 

Miller,  who  took  over  on  Aug.  24, 
vows  to  push  Wang  into  some  hot 
markets  that  it  has  ignored.  Next 
month,  for  instance,  it  will  introduce 
computers  that  use  American  Tele- 
phone &  Telegraph  Co.'s  Unix  oper- 
ating system  software  rather  than  a 
proprietary'  program  to  control  their 
basic  functions.  Says  Miller:  "We're 
going  to  fool  a  lot  of  people"  who 
doubt  that  Wang  can  revive. 

Perhaps.  But  there  are  many  who 
believe  that  Wang  has  been  through 


too  much  already  to  bounce  back  on  its 
own.  After  years  of  struggling,  "Wang's 
scar  tissue  is  a  little  too  thick,  and  the 
industry  is  too  mature  to  support  mirac- 
ulous turnarounds  anymore,"  says  Jerry 
O'Connell,  president  of  Structured  Com- 
puter Systems  Inc.,  which  develops  soft- 
ware for  Wang  computers  but  is  now 
concentrating  more  on  machines  made 
by  Digital  Equipment  Corp.  and  IBM. 


Yet  Wang  may  have  little  choice  b 
to  fend  for  itself.  Last  summer,  the  co: 
pany  looked  for  an  equitj'  investor,  b 
none  could  be  found.  Says  Shao 
Wang,  an  analyst  at  Smith  Barney,  Hz 
ris  Upham  &  Co.  who  is  unrelated  to  t 
computer  company's  founding  fami 
"Wang  was  all  dressed  up  to  dance,  aA^j^yj 
no  one  wanted  to." 
That  leaves  Miller  with  the  tough  j' 
of  raising  money  1 
hawking  Wang's  asse 
(table).  He  has  alreac 


ages 


picked  up  $170  milli(  .•. 
through    real  esta 
sales  and  by  sellii 
equipment  leases  to 


Ub: 


reTi 


Xerox  Credit  Corp.  su  Jjjjg 


sidiarj".  Now,  he  sa; 
he's  "close"  to  a  deal 
sell  the  foreign  leasii 
operations,  too,  thouj 
he  declines  to  comma 
on  reports  that  GE  Caj 
tal  Corp.  is  the  buye 
In  all,  Miller  says  he  e 
pects  to  raise  $400  m 
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lion  to  reduce  debt.  Bi 
the  loss  of  those  bual?' 
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WANG'S  GARAGE  SALE 


Operations  that  Wang  plans          Fiscal  1989 
to  sell  to  help  pay  off  revenues* 

Sale  value* 

S960  mtllion  in  debt 

Millions  of  dollars 

INTECOM 

Telephone  switch  maker 

$82 

$65  to  $70 

FINANCIAL  INFORMATION  SERVICES 
Stock  quotes 

22 

15  to  20 

INFORMATION  SERVICES 

41 

lOto  14 

Voice  moil  services 

OVERSEAS  LEASING  SUBSIDIARIES 

45 

200  to  240 

"Estimates;  Fiscal  year  ends  June  30 

DATA:  COSAPANY  REPORTS,  BW 

nesses,  coupled  with  d 
dining  minicomput< 
sales,  will  cut  fisc: 
1990  revenues  soir 
17^f — to  around  $2.5  b 
lion,  analysts  say. 
thev  expect  the  comp 
ny  to  lose  $200  millicf:;;.^ 
next  year  anJ'^vay. 

It's  not  a  pretty  pi 
ture.  But  if  anyone  a 
remake  Wang,  it  may  be  Mille 
whose  strength  in  finance  has  pro 
en  useful  before:  Once  in  line  f( 
RCA  Corp.'s  top  job.  Miller  was  pe 
sonally  devastated  in  1985  when  qf"^^!- 
bought  the  consumer  electronics  o; 
eration  he  was  running.  But  thi 
didn't  stop  him  from  successful!  ['.f^ 
merging  GE's  money-losing  consun 
er-electronics  business  into  his  owl"""^'^'* 
to  create  a  profitable  whole 
Wang,  Miller  has  substantial  incei 
tive  to  turn  in  a  similar  perfo 
mance.  Stock  options  and  bonust 
could  add  millions  in  compensatio 
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is  three-year,  $3-million  employment 
ract.  He  puts  in  long  hours  for  his 

leaving  home  before  dawn  and 
cing  well  into  the  evening.  That,  he 
,  leaves  little  time  for  his  favorite 
ity  with  his  son,  shooting  baskets, 
ang  founder,  patriarch,  and  Chair- 

An  Wang,  now  69,  has  given  the 

boss  an  unusually  free  hand.  Last 
mer,  after  An  Wang  returned  to 
c  following  an  operation  for  cancer, 
emoved  his  eldest  son,  Frederick  A. 
g,  as  president  and  COO  to  make 
1  for  Miller,  whom  he  hand-picked, 
younger  Wang  remains  a  director 
has  yet  to  surface  elsewhere.  Insid- 
say  that  Miller  has  felt  free  to  ask 
Vang  executives  to  submit  their  re- 
es  to  be  considered  for  jobs  in  the 
iler  management  team  he  plans  to 
3ut  on  Jan.  1.  For  Miller,  "there  are 
;acred  cows,"  says  Jack  Sauter,  a 
ler  colleague  at  GE. 
it  there  are  no  cash  cows  these  days 
!r.  The  bread-and-butter  minicomput- 
usiness  is  slipping  badly.  Like  other 
makers,  Wang  has  seen  its  ma- 
ss gradually  eclipsed  by  low-cost 
[top  computers.  In  fiscal  1989, 
ig's  minicomputer  revenues  fell  to 
It  $L1  billion— down  15%  from  1988. 

despite  some  major  new  models, 
uct  revenues  for  the  quarter  that 
id  on  Sept.  30  skidded  18%,  to  $356.8 
on.  "This  is  supposed  to  be  the  new- 
uct  cycle,"  says  analyst  Barry  F. 
man  of  Sanford  C.  Bernstein  &  Co. 
t  the  company  is  still  not  able  to 
?rate  revenue  growth. 
BASE.  The  50,000  minis  that  Wang 
installed  since  1977  are  still  its  stron- 

asset,  given  their  great  potential 
future  replacement  and  expansion 
ness.  Declares  one  Wang  engineer- 
manager:  "I  have  to  believe  we  have 
g  enough  installed  base  that  sales 

soon  bottom  out"  and  begin  to 
ver. 

le  trick  will  be  in  keeping  those  cus- 
srs  in  the  fold.  Even  longtime  buy- 
are  nervous  about  Wang's  long-term 
ility — and  they're  beginning  to  shop 
where.  Four  years  ago,  BOG  Group,  a 
ray  Hill  (N.  J.)  industrial-gas  suppli- 
bought  Wang  office  systems  exclu- 
ly.  Today,  only  a  third  of  its  ma- 
es  are  Wangs,  says  Vice-President 
1  B.  Reed.  To  fight  back,  Wang  must 
ntain  its  lead  over  IBM,  Digital 
ipment,  and  others  in  its  strong  suit, 
:e  software.  Yet  another  threat: 
ipetitors  are  poaching  on  Wang's  lu- 
ive  maintenance  business.  MidCon 
p.  in  Lombard,  III,  turned  over  the 
ntenance  of  nine  Wang  systems  to 
tinel  Computer  Services,  and 
le Webber  Inc.  now  calls  in  IBM  to  fix 
A''angs.  In  the  latest  quarter,  Wang's 
rice  revenues  fell  $10.2  million,  to 
)  million. 


What  will  really  hold  customers,  says 
Miller,  are  products  they  can't  easily 
find  elsewhere.  One  example:  imaging 
systems,  which  store  and  process  elec- 
tronic pictures  of  documents.  Another 
Wang  virtue  will  be  flexibility.  Miller 
has  decreed  that  Wang  will  write  major 
software  not  only  for  its  proprietary  sys- 
tems but  also  for  Unix  computers  and 
for  IBM-compatible  PCs. 

The  Unix-compatible  software  will  be 
especially  important.  Major  customers 
such  as  Fidelity  Investments  Co.  are 
moving  increasingly  to  computers  that 
use  that  industry-standard  software.  So, 
because  Wang  is  switching  its  image- 
processing  software  from  a  proprietary 
system  to  Unix,  it  will  now  be  qualified 
to  bid  on  upcoming  Fidelity  contracts, 
says  Patrick  C.  Gordon,  a  senior  consul- 
tant there.  But  there's  a  catch.  "It  will 
take  us  6  to  12  months  to  deliver  those 


products  in  any  volume,"  says  Wang 
Vice-President  for  Worldwide  Marketing 
Kenneth  A.  Olisa. 

Can  Miller  pull  it  off?  No  one's  bet- 
ting that  he  can  bring  back  Wang's  glo- 
ry days.  But  even  if  new  products  and 
management  don't  win  the  company 
many  new  customers  right  away,  they 
could  make  Wang  a  more  attractive  ac- 
quisition candidate.  Trouble  is,  Miller 
may  not  be  able  to  stop  the  hemorrhag- 
ing of  Wang's  main  asset — its  large  cus- 
tomer base. 

Rivals  are  already  moving  in.  Last 
summer,  just  as  Wang's  troubles  came 
to  a  head,  IBM  began  offering  tens  of 
thousands  of  dollars  to  Wang  customers 
and  other  minicomputer  owners  who 
promise  to  switch  to  IBM  AS/400  minis. 
And  that's  the  kind  of  problem  the  cor- 
porate first-aid  books  don't  talk  about. 

By  Gary  McWillicnus  in  Boston 


PERSONAL  COMPUTERS  I 


CUTTING  CORNERS  IS  CUTTING 
INTO  AMSTRAD'S  BOTTOM  LINE 


Its  haste  to  get  upgraded  PCs  to  market  cost  it  a  year  of  sales 


In  a  rare  public  speech  two  years  ago, 
Alan  M.  Sugar  revealed  the  secret  of 
his  success  to  a  group  of  university 
students:  Amstrad  PLC,  his  consumer 
electronics  company,  took  daring  short- 
cuts to  get  its  products  onto  store 
shelves  quickly.  Instead  of  testing  newly 
designed  parts  before  going  into  mass 
production,  said  Sugar,  "the  Amstrad 
way  is  to  assume  that  a 
component  is  going  to 
work."  Almost  over- 
night, the  strategy  had 
made  Amstrad  a  major 
force  in  Europe's  per- 
sonal computer  industry 
and  the  fastest-growing 
British  company  of  the 
1980s.  But  "if  outside 
observers  saw  the  risks 
that  we  take,"  Sugar 
conceded,  "they  would 
have  kittens." 

Meow!  After  years  of 
living  on  the  edge,  Sug- 
ar has  finally  taken  one  risk  too  many. 
Relying  on  a  handful  of  in-house  design- 
ers, Amstrad  last  year  tried  to  expand 
beyond  simple  IBM  Personal  Computer 
clones,  intending  to  become  a  leading 
European  supplier  of  PCs  based  on  Intel 
Corp.'s  advanced  80286  and  80386  micro- 
chips. But  Amstrad  stumbled.  The  com- 
pany introduced  its  more  powerful  mod- 
els in  September,  1988,  but  they  reached 
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stores  only  in  small  quantities  in  the 
first  few  months  of  1989.  Then  defects 
appeared,  one  requiring  a  recall.  By  the 
time  the  models  were  relaunched  last 
September,  Amstrad  had  lost  a  year  of 
sales  in  the  booming  European  market. 
For  the  year  ended  June  30,  the  compa- 
ny's revenues  stagnated  at  $990  million 
and  profits  fell  more  than  50%.  Analysts 
expect  a  worse  slide  in 
fiscal  1990. 

Amstrad  isn't  a  PC  in- 
dustry casualty  yet.  Its 
12.5%  operating  margin 
in  1989,  though  low  for 
Amstrad,  was  not  out 
of  line  with  that  of  com- 
peting computer  mak- 
ers. Also,  the  company 
has  almost  no  long-term 
debt.  But  the  computer 
business,  which  ac- 
counts for  72%  of  Am- 
strad's  sales,  needs  re- 
vamping. Indeed,  in  the 
latest  annual  report.  Sugar  notes  that  a 
three-year  comeback  plan  for  the  compa- 
ny "may  be  at  the  expense  of  chasing 
profits."  Sugar,  who  owns  44%  of  Am- 
strad, declined  to  be  interviewed  for  this 
story. 

Son  of  a  garment  worker  in  London's 
East  End,  the  42-year-old  Sugar  left 
school  at  16  and  sold  car  radio  antennas 
from  a  rented  van.  At  21,  he  founded 
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Amstrad,  which  thrived  on  his  uncanny 
ability  to  market  low-price  versions  of 
hot  consumer  items,  such  as  citizens- 
band  radios  and  video  recorders.  He  also 
excelled  at  getting  rock-bottom  prices 
from  Asian  suppliers. 

Amstrad's  first  computer  success 
came  in  1985.  For  the  price  of  an  elec- 
tronic typewriter,  the  company  offered  a 
word  processing  machine,  complete  with 
software  and  printer.  Consumers  were 
soon  buying  50,000  a  month.  Then,  in 
late  1986,  Amstrad  brought  out  Europe's 
first  cut-rate  IBM  PC  clone.  A  year  later, 
the  company  was  No.  2  to  IBM  in  Europe- 
an PC  shipments. 
NO  WIMPS.  Sugar 
fashioned  Amstrad 
in  his  own  scrappy 
image.  Until  recent- 
ly, when  he  moved  to 
a  private  office,  he 
directed  his  troops 
from  a  tattered  chair 
positioned  amid 
open-plan  cubicles. 
He  recruited  a  small 
cadre  of  loyal  em- 
ployees to  Amstrad 
headquarters  in  a 
dreary  London  sub- 
urb. There,  manag- 
ers adapted  to  his 
hard-nosed  style — or 
quickly  left.  "We 
don't  want  any  cor- 
porate wimps,"  he 
stated  two  years 
ago.  He  was  also 
tough  on  outsiders. 
In  1987,  he  threat- 
ened to  sue  a  Lon- 
don analyst  for  low- 
ering his  forecast  of  Amstrac 
earnings.  He  often  castigates  the  press 
for  misunderstanding  Amstrad. 

Through  it  all,  Amstrad's  shoestring 
operation  was  enormously  profitable.  In 
1987,  when  sales  topped  $800  million  and 
pretax  profits  hit  $214  million  (chart), 
the  company  had  only  875  employees 
and  $20  million  in  fixed  assets.  But  Am- 
strad was  also  a  hollow  corporation:  Al- 
most all  its  manufacturing  and  distribu- 
tion were  done  by  others.  The  company 
was  largely  a  marketing  phenomenon 
that  depended  on  Sugar's  ability  to  iden- 
tify new  hits.  "It  had  the  potential  to  go 
horribly  wrong,"  says  Patrick  Welling- 
ton, iin  analyst  at  County  NatWest  Secu- 
rities L;ii.,  a  London  stock  brokerage. 

Sugai  'limself  began  to  see  the  dan- 
ger in  ly<^7.  He  set  up  a  joint-venture 
plant  in  England,  only  the  second  manu- 
facturing site  beyond  a  Hong  Kong  fa- 
cility that  opened  m  1985.  Then  he  spent 
$40  million  to  buy  distributors  in  the 
U.  S.  and  Spain  and  bought  up  other  dis- 


tributors on  the  Continent.  But  Am- 
strad's small  executive  team  had  trouble 
keeping  up. 

The  worst  debacle  came  in  Spain, 
where  the  company  got  17%  of  its  sales 
in  1988.  Amstrad  paid  $33  million  in 
cash,  stock,  and  notes  for  its  Spanish 
distributor.  The  company  now  says  that 
the  unit's  worth  was  overstated,  and  the 
two  companies  recently  reached  a  settle- 
ment under  which  Amstrad  will  pay  £1 
to  get  back  4.5  million  of  its  shares  from 
the  distributor.  In  the  meantime,  Am- 
strad has  been  hard  hit  in  Spain.  Lax 
controls  and  poor  marketing  led  to  a  25%- 


drop  in  Spanish  revenues  in  fiscal  1989, 
after  a  74%  gain  in  1988.  The  Spanish 
unit's  former  owner,  who  had  stayed  on 
to  run  his  company,  abruptly  resigned  in 
October. 

The  company's  effort  to  skirt  the  in- 
dustrywide shortage  of  memory  chips  in 
1988  turned  out  to  be  a  financial  mis- 
step. To  ensure  a  steady  supply,  in  Octo- 
ber, 1988,  Amstrad  paid  $75  million  for  a 
9%  stake  in  Micron  Technology  Inc.,  a 
Boise  (Idaho)  chipmaker.  But  when  the 
chip  shortage  ended  in  1989,  the  value  of 
the  Micron  shares  dropped  by  half. 

Sugar's  biggest  miscalculation,  howev- 


'Amstrad  shouW  not  use 
customers  and  retailers 
as  the  test  bed  for  products,' 
says  one  dealer 


er,  was  what  it  would  take  to  get 
strad,  a  seller  of  bargain-basement  cor 
puters  for  consumers,  into  mor 
sophisticated  PCs.  The  company  didnl 
make  the  investments  in  marketing  neJ 
essary  to  reach  the  businesses  that  buP 
such  machines.  "Amstrad's  idea  was  b 
put  the  boxes  in  a  warehouse  and  shi 
them  to  us,  and  we  had  to  take  care  d 
the  customer,"  says  Peter  Ogden,  chai 
man  of  Computacenter  Ltd.,  Britain] 
leading  PC  dealer.  "Nobody  will  buy  a 
that  basis."  Defects  such  as  faulty  disJ 
drive  controllers  in  the  new  PCs  aid 
hurt,  notes  Alan  R.  Dickinson,  a  buyin 
director  at  Dixon 
Group  PLC,  Art 
strad's  biggest  di^ 
tributor.  "Amstra 
should  not  use  cui 
tomers  and  retailer 
as  the  test  bed  fo 
products,"  he  says 

The  result: 
grabbed  only  a  3.8 
sliare  of  the  Europ 
an  business  PC  ma 
ket  in  the  first  s 
months  of  1989,  a 
cording  to  market  r 
searchers  Dataque 
Europe  m  Paris.  An 
its  share  of  the  to 
European  PC  mark 
dropped  to  4.9%  i 
the  first  half,  froij 
10.5%  in  1987. 
DEEP  CUTS.  That  ha 
left  Amstrad's  ware 
houses  overflowing 
As  of  June  30,  invei] 
tories  were  $513  mij 
lion,  up  166%  from  i 
year  earlier  and  equal  to  more  than  si: 
months'  revenues — twice  the  normal  in 
dustry  level.  What's  more,  nearly  hal 
the  inventory  is  new  PC  models.  It  ma; 
be  impossible  to  sell  them  without  dee] 
price  cuts.  But  if  Sugar  does  slasl 
prices,  it  could  result  in  a  write-down 
and  damage  his  brand  name. 

For  now.  Sugar  has  hired  new  execu 
fives  and  made  some  changes.  He  hai 
closed  his  two  factories  and  vows  to  re 
focus  on  Amstrad's  forte:  designing  an( 
marketing  new  products.  He's  bettinj 
on  cut-rate  satellite  TV  dishes,  fax  ma 
chines,  and  camcorders.  But  investor 
remain  wary.  Amstrad  stock  is  down  b 
63$,  83%  off  its  high  of  15  months  ago 
One  analyst  sniffs  that  the  "stock  is  n( 
longer  of  institutional  quality."  Suga: 
has  suffered  the  most.  His  stake  hai 
dropped  in  value  from  its  peak  of  $92i 
million  to  $157  million.  That's  an  expen 
sive  way  to  learn  about  the  PC  industry 
By  Mark  Maremont  in  London,  with  bu 
reau  reports 
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1989  Qticorpi  Citibank,  N  A.,  a  subsidiary  of  Ciiicoip 


Why  settle  for  a  single  player, 


when  you  can  have  the  whole  orchestra? 

IBM  Interleaf  Publisher.  The  desktop  publisliing  ensemble  that  does  it  all. 


LIntil  now,  most  desktop  publishing  software 
played  only  one  tune.  Some  performed  page  layouts. 
Others  executed  graphics.  Then  there  were  the  word 
pnxessing  virtuosos.  And  the  charting  soloists. 

But  now  there's  IBM  Interleaf"  I\iblisher.  It  per- 
forms all  these  funi  tions,  and  makes  them  work 
So  all  you  need  is  one  desktop 


togt^her  in  concert 

publishing  instrument  to  do  the  work  of  many.  What'; 


more,  the  critics  agree  Interleaf 
does  it  all  better  and  faster  than 
the  [packages  that  only  play  solo. 
Which  makes  you  more  productive, 
whether  you  work  alone  or  w  ith 
others,  on  anything  from  simple 
memos  to  fully  orchestrated  publi- 
cations. Especially  when  you  add  the  power  and  sj)eed 
□fany  386"-based  IBM  PS/2  ' 


and  the  great-looking 


results  vou  w't  with  iui  IBM  LaserPriiit(M-. 

Pop-up  menus  that  let  anyone  play  like  a 
pro.  Practice,  j)ractice,  [)ractice'.''  Not  with  IBM 
Interleaf.  Its  pop-up  hkmius  lead  you  through  any  task. 
So  you're  free  to  improvise.  Create.  Kven  show  off  a 
little.  And  if  you  want  to  change  your  tune,  that's  easy, 
too.  Start  with  a  sjireadshetH,  and  transform  it  into  a 
pie  chart,  then  to  a  bar  chart,  then  to  a  line  graph — 
instantly. 

If  all  this  sounds  like  an  overture  you  can't 
refuse,  contact  your  IBM  marketing  representative  or 
IBM  Authorized  Dealer  and  ask 
about  IBM  Interleaf  today.  To  find 
the  dealer  nearest  you,  call 
1  800  IBM-7257,  ext.  146. 
And  get  n^idy  for 
the  apjjlause. 


and  PS/2  are  registered  trademarks  of  International  Business  Machines  Corporation 

leaf  IS  a  trademark  of  Interleaf,  inc 

IS  a  trademark  of  Intel  «  1989  IBf^  Corp 


PRODUCT  DEVELOPMENT! 


PUTTING  A  REAL  CHARGE 
INTO  PLASTIC 


Polymers  that  conduct  electricity  finally  come  of  age 


In  1977,  University  of  Pennsylvania 
researchers  Alan  G.  MacDiarmid  and 
Alan  J.  Heeger  made  an  unusual  dis- 
covery: If  they  added  just  a  pinch  of 
iodine  to  a  polymer  called  polyacetylene, 
it  conducted  electricity  like  a  metal  while 
still  retaining  the  pliability  of  a  plastic. 
Soon,  the  two  had  built  a  prototj-pe  re 
chargeable  battery,  and  companies  such 
as  Allied-Signal  Inc.  and  B.\SF  were  lin- 
ing up  to  license  the  technology.  It 
seemed  as  if  revolutionary  plastic  batter- 
ies could  soon  be  powering  everything 
from  calculators  to  cars. 

But  the  journey  from  lab  to  market 
turned  out  to  be  longer  than  MacDiar- 
mid and  Heeger  expected.  Further  re- 
search and  development  found  those 
first  conductive  polymers  unstable,  diffi- 
cult to  process,  and  not  nearly  conduc- 
tive enough.  "A  lot  of  industrial  interest 
withered  and  died."  says  Heeger,  who  is 
now  director  of  the  Institute  for  Poly- 
mers &  Organic  Solids  at  the  University 
of  California  at  Santa  Barbara. 

It  wasn't  until  the  mid-1980s  that  the 
obstacles  began  to  fall.  Now  the  first 
plastic  batteries  are  finally  on  the  mar- 


ket. Conductive  shields  for  sensitive  elec- 
trical and  electronic  equipment  are  right 
behind.  And  applications  ranging  from 
"smart"  thermal  windows  to  lightning- 
resistant  airplane  bodies  are  on  the  way. 

In  1985,  Ronald  L.  Elsenbaumer,  a 
chemist  at  Allied-Signal,  found  that  he 
could  alter  a  conductive  pohnner  called 
poKlhiophene  so  that  it  would  dissolve 
in  a  host  of  solvents.  That  led  to  using 
the  conductive  materials  in  paint  and 
other  coatings.  Just  last  month,  re- 
searchers at  Ohio  State  University  an- 
nounced that  they  had  developed  a  con- 
ductive polymer  that  is  soluble  in  water. 

Meanwhile,  the  ability  of  the  materials 
to  carry  current  got  a  boost  two  years 
ago  when  B.\SF  scientists  found  that  by 
orienting  the  molecules  of  very  pure  po- 
lyacetylene in  one  direction,  they  could 
achieve  conductivity  approaching  that  of 
copper  wire.  And  Heeger's  laboraton,'  at 
IT  Santa  Barbara  synthesized  the  first 
transparent  conductive  plastics  and  pio- 
neered techniques  for  melting  the  poly- 
mers and  spinning  them  into  strong, 
highly  conductive  fibers.  "We  are  at  the 
point  where  we  are  beginning  to  design 


function  into  these  materials,"  says 
thur  J.  Epstein,  professor  of  physics 
chemistry  at  Ohio  State. 

The  first  big  job  to  be  tackled  by 
conductive  plastics  will  be  to  pro 
computers,  communications  gear, 
telephone  lines  from  electromagnetic 
terference  (EMI).  That  billion-dollar 
ket  is  now  served  by  plastics  that 
tain  graphite  or  powdered  metals 
absorb  and  dissipate  the  EMI.  But 
new  pohTTiers  will  be  more  effee 
Matthew  Aldissi.  a  chemist  at  Los 
mos  National  Laboraton,',  has  even 
veloped  a  wall  paint  that  can  gu 
against  electronic  eavesdropping. 
STATIC  BUSTERS.  The  conductive 
mers  can  also  be  used  to  draw  off 
charges,  another  bugaboo  of  coinpu 
and  delicate  electronic  equipment.  CI 
ing  and  carpet  spun  from  the  antis 
fibers,  as  well  as  cabinets  molded 
the  plastics,  are  all  being  developed. 
Hans  Kuhn,  senior  scientist  at  Milli" 
&  Co.,  a  textile  nianufacturer  in  Sparu 
burg,  S.  C,  has  developed  a  process  lii 
puts  a  conductive  coating  on  the  sui-fjt 
of  conventional  textile  fibers.  "We 
form  of  the  polxTners  that  we  can 
around  a  wire  or  drape  around  a  comjj 
er.  Or,  if  we've  treated  a  tough  fiber  i 
Du  Pont's  Kevlar,  we  can  use  it  to 
an  airplane  wing,"  says  Kuhn. 

The  potential  uses  of  conductive  pd 
mers  in  aircraft  and  missiles  have 
been  missed  by  the  military'.  As  miss| 
streak  through  the  air,  they  build 
tremendous  static  charges  that  can  ] 
terfere  with  sensitive  onboard  insti 
ments.  Making  a  missile's  outer  sj 


PUTTING  CONDUCTIVE 
POLYMERS  TO  WORK 

AIRCRAFT  "Stealth"  coatings;  also  light-| 
weight,  composite  aircraft  that  are  im- 
mune to  lightning 

BATTERIES  Thin,  flexible  batteries  that 
conform  to  the  inside  of  products,  from  | 
cameras  to  auto  bodies 


COMPUTERS  Erasable  optical  disks; 
switches  and  other  de\ices  for  optical 
communications  and  computing 


ELECTROMAGNETIC  SHIELDING  Films 
and  coatings  that  absorb  stray  signals 
around  electronic  equipment 


FABRICS  Carpets  and  otlier  materials 
that  dissipate  static  charges  in  operating 
and  computer  rooms 


THERMAL  WINDOWS  Coatings  that  can 
van,-  the  amount  of  heat  conducted 
through  windows 
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fou've  been  working  like  one  for  years, 
it's  time  you  threw  yourself  a  bone. 

Now  that  you've  made  it  to  the  top,  it's  time  you  rewarded  yourself  with  a 
bottle  of  our  finest  cognac.True.CourvoisierXO  may  cost  about  $100,  but  that's  , 
nothing  compared  to  the  dues  you've  already  paid. 


Fo  send  a  gift  of  Courvoisier  XO  anywhere  in  the  U.S.,  call  1-800-238-4373. 

i/oid  where  prohibited  by  law  40%  Ale  /Vol  ®  W  A.  Taylor  &  Co  Miami,  FL 


COLWOISIERXC) 


There  are  some  very  good  firms 
that  specialize  in  utilization  review. 
Firms  that  do  nothing  else.  So  it 
might  be  interesting  to  compare 
them  to  an  organization  you  may 
not  think  of  for  this  kind  of  help.  Ours 

According  to  published  reports, 


It  sets  standards  as  high 


All  1,200  of  our  nurse  reviewers  have  relevant  din 
experience  and  receive  training  in  commmuM 
skills.  We  also  have  over  1,000  physicians  in 
major  specialties.  So  complicated  cases  and 
appeals  can  be  resolved  doctor  to  doctor 


you're  likely  to  find  for  adminisi  i- 
tion,  staff,  medical  criteria  and  cm 


Experts  y 
a  specialist  for 

V^CQQCUE 


the  largest  of  these  companies  serviced 
11.5  million  lives  last  year 

We  serviced  over  15  million. 
Of  the  ten  leaders,  the  biggest 
staff  of  nurse  reviewers  and  doctors 
was  600.  Ours  totaled  2,200. 

Numbers,  we  realize,  don't  say 
anything  about  the  actual  service  you 
get.  Or  the  kind  of  cost  containment 
you  can  expect.  That  depends  on  how 
well  the  review  system  operates. 
On  its  standards.  The 
system  in  our  case  is 
Custom  Care-USA. 
And  as  the  name 
implies,  it's 
national. 


when  someone  calls  for  a 
review,  they  don't  wait  long 
for  a  response.  We  answer 
the  phone  within  30  seconds 
90  percent  of  the  time.  We  re- 
quire reviews  to  be  completed 
within  one  working  day. 


control.  A  case  in  point 
being  the  nurse  reviewer 

How  she 
does  her  job 
determines  in 
large  part  how  happy  your 
employees  are  with  the  progran: 
And  how  much  it  may  save  you  i 
inappropriate  medical  care. 

But  nurses  are  used  to  coni 
municating  face  to  face.  Not  on  I 
phone.  And  certainly  not  in  the  k 
of  complex,  sensitive  situations 
nurse  reviewer  can  find  herself  i 
That  takes  special  training.  Of  tl 
firms  that  offer  training,  none  hi 
a  program  as  large  or  as  intensij 
as  Custom  Care-USA.  i 

We  have  enough  nurses  to 
complete  100  percent  of  review 
within  one  working  day  Incomii 


I  calls  are  answered  within  30  But  to  do  that  it's  much  better 

D  ds  90  percent  of  the  time  even  if  you  can  manage  things  locally, 

i  g  peak  periods.  Written  notifi-  Where  you  can  monitor  die  patient, 

( 1  of  review  decisions  is  sent  negotiate  with  providers  and  make 

ha  two  working  days.  arrangements  first-hand.  Not  by  long 

If  a  second  opinion  is  required,  distance.  Custom  Care-USA  can  give 

r  s  a  ready  solution:  A  national  you  and  your  employees  that  advan- 

hoiM  only  use 
•zation  review 


When  Custom  Care-USA 
reports  results,  they're  not 
just  estimates  or  projections. 
We  pay  the  claims  so  we 
can  tell  you  exactly  what 
happened  and  how  much 
you're  saving. 


panel  of 36,000 
board-certified 
physicians.  We 
can  quickly  help 
your  employees 
locate  the  doctor 
needed  anywhere  in  the 
country  by  specialty,  sub- 
ialty,  hospital  affiliation  and 
special  languages. 
What  your  program  consists 
up  to  you.  Custom  Care-USA 
xible.  You  can  unbundle  down 
isic  components.  Or  add  more 
ialized  services  like  psychiatric 
substance  abuse  review. 
One  especially  effective  tool  is 
ething  we  call  Individual  Case 
agement.  Managing  the  care  of 
-cost  cases  can  provide  savings 
'  to  $10  for  every  doUar  spent. 


tage— using  qualified  case  managers 
in  local  Plans  around  the  country. 

We're  also  in  a  much  better 
position  to  evaluate  results.  Because 
we  pay  the  claims.  We  don't  report 
only  what  should  have  happened  but 
what  actually  did.  Which 
is  why  our  Management 
Reports  can  even  suggest 
where  and  how  you 
could  be  saving  more. 

So  if  your  com- 
pany has  a  thousand 


In  the  management  of  high-cost  cases,  ^ 
long  distance  isn't  as  good  as  being  there. 
Our  Individual  Case  Management  is  done 
on-site.  No  one  gives  you  better  access  to 
local  providers  ot  more  leverage  in 
negotiatingjor  services. 

or  more  employees  in 
more  than  one  state,  and  you're 
looking  for  a  specialist  in  utilization 
review,  call  1-800-552-2583.  Utilization 
review  may  not  be  the  only  thing  we 

do.  But  then  again,    pitegj  Blue  Cross. 

that's  why  we      m/^m  vtWl  Blue  Shield. 

can  do  it  so  well. 


A  SPECIAL  EDITION  LIMITED  TO  999  SETS. 


When  it  comes  to  qualit\'  planners,  one  name  has  ahvays  stood  out 
in  a  class  of  its  own:  BusinessWeek.  So,  it's  hard  to  see  how  the 
well -earned  reputation  tor  distinctive  planners  could  be  m-ipro\  ed. 
Until  now. 

i^LV\.\tKS\\llH.Ain_L,s 
The  uniqueh-  st\  led,  super-luxurious  PRESIDENTIAL  PLAXXER  SET  takes  the  art 
of  British  bookbinding  to  its  ulhmate  limit:  meticulously  bound  in  premier-grade  na\y 
blue  leather,  each  Planner  is  beautifullv  appointed  with  hand-tooled  sih  er  metal  comer 
guards,  blue  silk  ribbon  markers,  and  elegant  blue  moire  silk  endpapers. 

The  matched  Wallet  Planner  is  co\  erea  in  roval  blue  moire  silk,  and  bound 
permanently  into  its  navv  blue  leather  wallet.  Silver-tipped  pages,  silver  metal  comer 
guards,  an  Ja  slim  silver-plated  jotting  pen  add  the  fmishmg  touches.  \'our  fidl  name  is 
Blocked  in  silver  on  both  planners  at  no  extra  charge. 

0\T.Y9<W  H  A\T)-CR  AFTFD  SETS  A\AILABLE 
Don't  let  the  superb  presentahon  of  the  Presidential  Set  fool  vou.  This  is  no 
coffee-table  dft.  Inside,  you'll  fmd  a  practical,  13-month  calendar,  week-at-a-glance 
spreads,  and  over  50  pages  of  essoitiai  business  data.  Xo  wonder  top  executives  snap 
these  limited  edition  Sets  up  so  quickly  each  year  It's  a  matter  of  first  come,  first  ser\  ed, 
so  please  be  sure  \  ou  reser\'e  vour  1990  Set  as  soon  as  possible. 

Desk  Planner  size:  lO'o'xS':"  Wallet  Planner  size:  A' V'x  3"  i" 


YES  -  PLEASE  SEND  ME 


ORDER  FORM  —  —  —  —  —  —  —  — 

PRESIDEXTIAL  PLAXXER  SET(S)  at  SS5. 00  per  Set. 


(Price  includes:  Blocking  of  full  name  in  silver  on  both  Desk  and  Wallet  Planners, 
handling  and  postage)  XOTE;  XJ  RESIDEXTS  please  add  6°.  Sales  Tax. 

FULL  XAME  TO  BE  SIL\TR  STAMPED  

I    I  Check  made  payable  to  BusinessWeek  Planner 
—  enclosed 

!    i  Bill  my  Company  (Companv  letterhead  and 
' —  Purchase  Order  required) 

Charge  to  mv  card  □  AMEX  □  DINERS 
^  IS.A  C  MASTERCARD 

Expiration  date  

Card\o   

Signature  


I  Please  vs-rite  clearl\  i 


Name  (Mr  Mrs  Ms 
.Address  


.  Cit^ 


TO  ORDER  I  S  and  Canadian  credi;^  jrd  h..lderir 


TOLL-FREE  800-247-2570 
(In  Iowa,  800-362-2860) 


and  ask  O; .  -.  t.v  2  :or  D-.ane.-  Dcrt  BC4  PRO 


State   Zip  

BusinessWeek  Planner, 

Dept  BC4  PRO,  1S5,  Bndge  Plaza  North,  Suite  302, 
Fort  Lee,  NI  07024  U.S.A. 

Dept  BC4  PRO,  25  Castle  Street,  High  Wvcombe, 
Bucks  ,  HP13  6RU,  England. 

Dept  BC4  PRO,  2007-201 1  Wing  On  House, 
~;  Df^  \\>oux  Road  Centra]  Hons  Kone 


from  polymeric  fabrics  not  only  wo 
prevent  the  buildup  of  dam.aging  s 
charges  but  would  also  reduce 
weight  of  the  missile. 

Lockheed  Corp.,  with  some  fum 
from  the  Defense  Advanced  Reseai 
Projects  Agency,  is  trying  to  incorpor 
Milliken's  conductive  fibers  into  1 
lightweight  plastic  composites  used 
airframes.  The  conductive  materi 
would  dissipate  lightning  strikes, 
venting  damage  to  the  plane.  Moreov 
the  materials  react  strangely  to  rai 
Coating  composite  fibei-s  with  one 
of  polymer  would  allow  an  airframe 
absorb  radar  signals,  making  the 
craft  stealthy.  Another  coating  mi 
spread  the  signals  so  that  a  larger  rai 
image  is  produced.  "A  balloon  could 
like  an  airplane,"  declares  Millike! 
Kuhn. 

In  addition,  these  materials  have 
usual  optical  properties  that  may  pr 
useful  in  computer  equipment.  Epstei 
lab  at  Ohio  State  is  developing  an  er| 
able  optical  disk,  using  a  film  of  poly 
line.  Epstein  says  that  several  compan| 
are  interested  in  the  concept  because 
polymer  disks  would  be  inexpensive 
easy  to  make,  and  they  would  s 
more  than  so-called  magneto-optic  dis 
The  polymers  have  also  been  made  i 
optical  switches  that  work  like  tran: 
tors,  a  development  that  has  excited 
searchers  working  on  optical  compu 
INSTANT  SHADE.  .As  for  plastic  batteri| 
Allied-Signal,  one  of  the  early  devel 
ers.  bowed  out  of  that  area  and  licen 
its  rechargeable  battery  technology 
Japan's  Hitachi  Ltd.  and  Showa  Den 
Meanwhile.  Bridgestone  Corp.  and  Se: 
Epson  Corp.  have  jointly  developed] 
coin-sized  rechargeable  battery  with] 
plastic  electrode  that  went  on  the  m: 
ket  in  Japan  last  year.  BASF,  worki] 
with  West  Germany's  Varta  Batterie.l 
developing  a  postcard-size  flexible 
tery  that  could  be  useful  in  small  toys 
tools. 

Allied-Signal,  however,  hasn't  drop 
conductive  polymer  research.  While 
company  will  not  discuss  its  plans 
commercialization,  it  has  concenti-at| 
on  polymer  films.  Its  transparent 
mers  change  color  in  response  to  an  el] 
trical  current.  Car  windows  that  bl 
glare  are  in  the  works  as  are  archi 
tural  windows  that  conduct  heat  du: 
the  day.  then  prevent  heat  from  leavi 
the  building  at  night. 

Problems  still  remain,  but  these  da 
researchers  are  confident  that  wi( 
s;o-ead  uses  of  conductive  plastics  £ 
iiear.  "Xow  the  key  to  winning,"  sa 
Man'  Good,  Allied's  director  of  resean 
"is  determining  appropriate  applicatio 
for  these  materials." 

By  \aomi  Freundlich  in  Xew  Yr. 
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Congratulations 
M  Harvey, 
on  the  Highest 
Ratings. 


Today,  23  million  people  will 
stand  by  for  Paul  Harvey  News 
and  The  Rest  of  the  Story 

That's  the  number  of  loyal  hsteners  who  tune  in 
every  week  to  hear  his  skillful  blend  of  news 
and  views.  In  fact,  Paul  Harvey  has  the  five 
top-rated  programs  in  network  radio. 
Paul  Harvey's  Morning  News,  Monday- 
Friday,  is  #  1  *  Paul  Harvey's  Midday 
News,  Monday-Friday,  is  #2  * 
Paul  Harvey's  Saturday  Morning  News  is 
#3*  Paul  Harvey's  "The  Rest  of  the  Story- 
is  #4*  and  Paul  Harvey's  Saturday  Midday 
is  #5  *  Paul  Harvey  is  the  most-listened-to 
\  radio  personality  in  America.  Tune  in 

and  hear  why  for  yourself. 
"Hello  A  mericans!  This  is  Paul  Harvey. 

Stand  by  for  the  news!" 

PAUL  HARVEY  NEWS 

SABC  RAMO  NETWORKS 


■RADAR  39,  SPRING  1989  VOLUME  3 
AUDIENCES  TO  COMMERCIALS  WITHIN  PROGRAMS 
PERSONS  12+  DETAILS  UPON  REQUEST 


New  hope  on  old  foundations.  In  urban 
renewal  programs  we  sponsor  from 
Houston  to  Cleveland,  we  are  helping 
non-profit  organizations  in  our  commu- 
nities rehabilitate  homes  for  low-income 


people  and  preserve  landmark  build- 
ings. The  count  so  far:  500  rehabbed 
and  new  housing  units,  38  historic 
buildings,  and  30  commercial  spaces. 
And  something  that  counts  for  even 
more:  symbols  of  urban  despair  turned 
into  symbols  of  pride. 


At  Georgia-Pacific, 
the  winds  of  fortune  blow  from  inany  directions. 

Success  depends  not  only  on  how  accurately  you  chart  your  course, 
but  also  on  how  well  you  take  ad\^ntage  of  changing  elements  along  the  way. 
At  Georgia'Pacific,  this  means  keepmg  a  sharp  eye  out  m  ever>^  direction 
for  opportunities.  For  instance,  profits  from  our  building  products 
division  have  always  provided  strong  w^inds  for  our  sails.  Even  when  new  housing 
starts  are  down,  we  have  sustained  high  profits  by  capitalizing  on  fair  winds  created 
by  the  bustling  home  repair,  remodeling  and  additions  market. 

But  today,  even  stronger  winds  are  blowing  from  the  direction  of  our  pulp  and 
paper  division.  For  the  first  time  in  our  history,  pulp  and  paper  sales  have  churned  up 
well  over  half  of  our  total  operating  profits.  $616  million  in  1988  to  be  precise. 
What  began  as  a  gentle  breeze  a  few  years  ago  is  now  a  major  force. 

At  Georgia'Pacific,  we're  always  ready  to  trim  our  sails  and  capitalize  on 
favorable  winds  that  generate  more     ^  •     1^    ■  ^ 

busmess  and  higher  profits.  VJlGOrQIS'raCITIC  ^^i^ 


'L  1989  Georgia-Pacific  Corporation. 
AU  righT^  reserved. 


Sawy  From  the  ground  up^ 
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GIVES  ATHLETES  A  BOOST 
-MAYBE  TOO  MUCH 


:reated  for  kidne\'  patients — could  be  worse  than  steroids 


s  like  being  hooked  up  to  a  turbo 
ngine.'"  declares  Lai-s  Erik  Palm- 
ren.  "You  feel  it  kick  in  when  you 
at  the  top  of  what  you  can  do." 
igren.  a  Swedish  cross-countn,'  ski- 
?  raving  about  er\-thropoeitin — EPO 
hort — a  drug  that  boosts  the  body's 
action  of  oxygen-earning  red  blood 
For  six  weeks  last  spring,  he  and 
ther  athletes  took  test  shots  of  the 
.  Afterward,  Palmgi'en  could  en- 
a  treadmill  longer  and  at  far  steep- 
opes  than  he  could  before, 
izens  of  other  athletes  have  also  dis- 
-ed  EPO.  "With  EPO,  the  Xo.  15  ath- 
in  the  world  can  become  the  win- 
'  says  Dr.  Bjorn  Ekblom  of 
cholm's  Karolinska  Hospital,  who 
r\ised  Palmgi-en's  ti-ial.  And  be- 
i  EPO  is  made  naturally  by  the  body, 
don't  show  if  someone  has  taken  it. 
thletes  can  use  it  without  fear  of 
;tion.  As  a  result,  coaches,  doctors, 
athletic  association  officials  wony 
EPO  may  eventually  supei-sede  ana- 
steroids  as  the  top  performance 
ncing  drug  among  athletes — even 
jh  it  has  potentially  deadly  side  ef- 
vvhen  taken  to  excess.  "It  can  be 
sed."  says  Daniel  Vapnek,  senior 
Dresident  of  research  at  Amgen 
which  makes  the  diaig. 
ID  HIT.  Improving  athletic  perfor- 
;e  was  hardly  what  the  Food  & 
Administration  had  in  mind  last 
when  it  approved  the  di"ug  for  pa- 
s  suffering  from  kidney  failure, 
approval  only  limits  how  a  di'ug  can 
larketed,  not  how  doctors  can  pre 
e  it.)  EPO.  a  human  hormone  pro- 
d  by  biotechnology",  fii-st  interested 
irchers  as  a  way  to  boost  the  blood 
ly  of  patients  needing  surgeiy.  Pa- 
s  could  then  bank  their  own  blood 
ransfusions.  But  a  drug  that  boosts 
)lood  cells  could  also  counter  anemia 
ed  by  chemotherapy  or  the  aids 
AZT  or  fight  arthritis  and  leukemia, 
far.  EPO  is  turning  out  to  be  that 
of  broad  hit.  Sales  are  running  well 
:cess  of  those  predicted  for  patients 
ig  it  to  overcome  damage  to  their 
1  by  kidney  dialysis.  Amgen.  a 
isand  Oaks  (Calif.)  biotechnology 
)any  that  is  the  only  manufacturer 
in  marketing  approval  so  far,  re 
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poits  that  EPO  revenues  are  ah-eady 
coming  in  at  a  S150  million  annual  rate — 
even  though  the  di*ug  has  won  only  lim- 
ited approval  in  Europe  and  is  still 
awaiting  an  0.  K.  in  Japan. 

Amgen  and  rival  Genetics  Institute 
Inc.  in  Cambridge,  Mass. — which  is 
awaiting  FDA  approval  to  sell  its  version 
of  EPO — are  expected  to  ask  the  FDA  to 
approve  broader  applications  by  1990.  If 
that  happens,  says  Teena  Lerner.  bie 


WHERE  EPO  WILL  BE  USED 

ESTIMATED  SAUSIN  1991 

SURGERY  Builds  up  blood  supply  for 
autotransfusion  S550  million 

AIDS  Counters  the  anemia  brought  on 
by  AZT  S400  inillion 

CANCER  Rebuilds  blood  weakened  by 
chemorherap\"  S400  million 

KIDNEY  FAILURE  Compensates  for  dam- 
age to  blood  by  dial\  sis      $400  million 

DATA:  SHEAJSON  LfHMAN  HUnON  INC. 


technology"  analyst  at  Sheai-son  Lehman 
Hutton  Inc..  worldwide  annual  sales 
could  soar-  to  S3  billion.  So  Genetics  In- 
stitute and  its  Japanese  licensee.  Chugai 
Pharmaceutical  Co..  have  built  lai-ge 
plants.  And  Amgen's  licensee,  Johnson 
&  Johnson's  Oitho  di\ision.  is  consu'uct- 
ing  a  second  facility  in  Puerto  Rico. 

This  growing  supply  is  feeding  the  un- 
intended market  among  athletes.  The 
National  Collegiate  Athletic  Assn.  quick- 
ly banned  EPO  use  among  college  ath- 
letes in  August.  "Athletes  will  try  any- 
thing that  someone  tells  them  will  boost 
performance."  says  Frank  Uiyasz,  the 
XCaa's  director  of  spoits  sciences. 
ANEMics  ONLY.  Karolinska  Hospital's 
Ekblom  says  his  unpublished  results 
show"  that  EPO's  ability  to  increase  o.xy- 
gen  levels  in  the  blood  can  shave  as 
much  as  30  seconds  off  a  20-minute  run- 
ning time,  a  critical  difference  in  w"orld- 
class  sporting  events.  Athletic  ti"aining 
also  increases  the  oxygen-carrying  ca- 
pacity of  the  blood.  But  with  EPO,  Palm- 
gren's  capacity  during  the  trial  in- 
creased lO^f,  an  improvement  compar- 
able to  what  athletes  experience  from 
the  beginning  of  training  to  the  event. 

Yet  EPO  has  potential  side  effects  that 
ai'en't  fully  understood.  Taking  it  thick- 
ens the  blood  with  extra  red  blood 
cells — no  problem  for  an  anemic,  who 
lacks  sufficient  numbei-s,  but  not  pei*- 
haps  as  benign  for  a  healthy  athlete, 
"EPO  will  be  a  more  dangerous  di-ug 
than  anything  w"e've  seen"  in  athletics, 
predicts  Dr.  Robert  Voy.  medical  du'ec- 
tor  of  the  Las  \'egas  Institute  of  Physi- 
cal Therapy  &  Spoits  Medicine.  "It  has 
the  potential  to  kill  athletes."  At  doses 
five  or  10  times  those  prescribed  for  ane 
mics.  EPO  could  cause  hypertension, 
blood  clots,  sn-okes,  and  heait  attacks. 

If  steroids  are  any  guide.  EPO  use 
could  become  widespread  among  ath- 
letes. Many  experts  estimate  that  about 
a  thu'd  of  them  have  used  steroids  to 
build  muscles  and  boost  endurance.  Giv- 
en the  negative  effects  of  steroids — \ie 
lent  mood  swings  and  the  growth  of 
bony  proti"usions — athletes  might  decide 
EPO  is  a  better  risk. 

EPO  is  also  easy  to  obtain — ^just  get  a 
doctor's  prescription.  It's  widely  avail- 
able from  hospitals,  dialysis  centers,  and 
even  some  pharmacies.  And  it  can  be 
self-administered  at  home.  Even  the 
high  price — 87,000  or  more  a  year  for  an 
anemic  and  as  much  as  five  times  that 
for  an  athlete — may  not  be  a  deterrent. 
Athletes  have  spent  as  much  as  S30.000 
a  year  on  illegal  growth  hormones. 

Controlling  the  use  of  EPO  among  ath- 
letes will  be  difficult.  It  would  be  a 
shame  if  a  drtig  destined  for  such  impor- 
tant therapeutic  uses  were  misused. 

By  Laura  Jereski  in  Boston 


PALM&REN:  '>YOU  FEEL  IT  KICK  IN  WHEN  YOU 
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do  it  better, 

YOU  GET 
TO  BE 
THE  LEADER. 
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No  one  ever  willingly  relinquishes  leader- 
ip.  You  have  to  take  it  away  from  someone. 

In  this  decade,  no  investment  firm  has 
me  more  to  seize  the  position  of  leadership 
an  Shearson  Lehman  Hutton. 

If  you  don't  (eel  the  (ire  inside, 
rouH  soon  (eel  heat  (rom  other  directions. 

You  can't  deliver  what  you  don't  feel.  We 
inted  passionately  to  be  number  one  in  reve- 
es  from  individual  investors,  and  we  recently 
lieved  that!  But  to  become  the  leader  meant 
?  had  to  deny  ourselves  the  comfort  of  fol- 
ving  anyone  else.  We  had  to  innovate. 

The  concept  of  the  Financial  Consultant 
Wall  Street  is  ours.  It  has  been  copied,  but 
ver  equaled. 

We  were  the  first  to  take  a  stand  on  the  di- 
:tion  of  the  markets  publicly.  Unequivocably. 
tot  only  gave  investors  clear  direction,  it 
sealed  to  them  our  commitment. 

Clarity  hardly  sounds  like  a  bold  new 
romplishment.  But  it  was,  indeed,  when  it 
ne  to  investors'  account  statements.  We  took 
ipon  ourselves  to  pioneer  a  new  account 
itement  that  made  things  clear  to  our  clients. 

Who  knows  more  about  growth 
than  the  one  who's  growing  the  (astest? 

In  ten  years,  we've  become  a  leader  in 
maging  individual  and  institutional  invest- 
mt  dollars.  Today,  we're  responsible  for  over 
)  billion  in  assets  under  management. 

We've  accomplished  that  by  developing 
my  innovative  managed-money  products.  It 
IS  Shearson  Lehman  Hutton  who  pioneered 
?  consultative  approach  to  money  manage- 
?nt.  We  made  it  possible  for  the  individual 
^estor  to  access  some  of  the  brightest  money 
nds  anywhere.  And  we  made  it  affordable, 
r  we  developed  the  wrap  fee  method  of  pay- 
'nt.  It  called  for  a  reasonable  yearly  fee  rather 
in  a  fee  by  transaction. 

When  you're  in  (ront  you  can  see  better. 

In  1988,  Shearson  Lehman  Hutton  han- 
'd  more  mergers  and  acquisitions  than  any 
\er  firm,  including  5  of  the  6  largest. 

This  activity  put  us  squarely  in  front.  It 
ve  us  the  best  view  of  1989-that's  why,  so  far 
s  year,  we're  involved  in  over  $100  billion  in 
nding  and  completed  mergers  and  acquisi- 


tions. And  through  the  third  quarter  of  1989 
we  remained  involved  in  more  mergers  and 
acquisitions  than  any  other  firm. 

Being  bigger  where  bigger  is  better. 

We're  the  leader  in  Over-the-Counter  stocks. 
Far  ahead  of  any  other  firm.  In  1988,  we  under- 
wrote more  municipal  bond  issues  than  any 
other  firm.  And  we  handle  the  largest  volume 
of  futures  contracts  for  clients  in  the  world. 

Being  big  also  means  our  clients  reap  the 
benefits  of  one  of  the  most  highly  regarded 
equity  research  departments  in  the  business.  We 
cover  more  than  1,200  stocks  worldwide,  only 
about  10%  of  which  are  recommended  to  our 
clients  at  any  one  time. 

And  being  this  selective  gets  results. 

From  September  7,  1979,  through  June  30, 
1989,  our  Recommended  List  appreciated  an 
astonishing  532.1%  versus  a  comparable  195.4% 
gain  for  the  Standard  &  Poor's  500r* 

There  is  only  one  direction  (or  a  leader: 
Forward. 

There  are  other  worlds. 

We've  more  than  doubled  our  investment 
in  people  and  offices  globally. 

And  our  commitment  has  brought  impres- 
sive results.  In  Asia,  we  handled  the  largest 
private  sector  infrastructure  project  ever  under- 
taken in  that  part  of  the  world.  In  Europe,  we 
completed  one  of  the  largest  privatizations  in 
the  history  of  France.  And  we  are  a  major  par- 
ticipant in  cross-border  mergers  and  acquisitions 
throughout  the  continent. 

We're  ready  (or  things  that  haven't  happened  yet. 

The  300  million  share  trading  day  is  still  a 
thing  of  the  future.  But  we  can  handle  all  the 
order  taking  and  paperwork  that  go  with  it  now. 

Our  unequaled  back-office  operations  cost 
us  $691  million.  But  we  consider  it  a  great  in- 
vestment for  our  clients,  for  the  future  and  for 
ourselves. 

We  put  far  more  than  money  into  becom- 
ing the  leader.  What  made  it  happen  was  the 
collective  fire  and  drive  with- 
in the  thousands  of  people 
at  Shearson  Lehman  Hutton. 
We  simply  wanted  to  be  the 
leader  more  than  any  other 
company  in  the  business. 


Shearson 


HUTTON 

An  American  Express  company 


Leadership  By  Example." 


ompiJed  by  a  leading  independent  research  organization. 

her  information  available  upon  request.  Excludes  commissions  paid  and  dividends  received.  Past  perfo-  lance  is  no  guarantee 
iture  results.  Member  SIPC  ©  1989  Shearson  Lehman  Hutton  Inc. 


XEROX  i 


"In  the  race  for  quality 
there  is  no  finish  line" 


David  T.  Kearns, 

Chairman  and  CEO  Xerox  Corporation 


At  Xerox  Corporations  Business 
Products  and  Systems,  our 
dedication     qualit\  is  a  ne\er- 
ending  race. 

But  there  are  things  along  the 
way  that  tell  us  we're  on  the  nght 
track.  Customer  satisfaction 
is  one.  Our  \\  inning  the  Malcolm 
Baldrige  National  Qualit) 
Award  is  another 


This  prestigious  aw  ard  was 
created  by  Congress  to  motivate 
American  companies  to  improve 
their  worldw  ide  competitivenes.s 
h_\  improving  total  quality 
management. 

.At  Xero.x.  we  call  this  process 
"Leadership  Tlirough  Quality." 
It  means  our  employees 
continuallv  strive  to  listen  to 


customer  requirements  and  to 
meet  those  requirements. 

We  thank  our  employees  for 
making  that  commitment,  our 
suppliers  for  backing  it  and  our 
customers  for  demanding  it. 

They  "re  the  real  w  inners  of  this 
award. 

TEAM  XEROX. 
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I  BY  EMILY  T.  SMITH 


If,  THE  HOTTEST  VIDEO  GAMES 
HANDHELD— AHD  IN  COIOR 


Looking  for  a  stock- 
ing stuffer  for 
Christmas?  One  of  the 
hottest  toys  this  sea- 
son will  be  the  hand- 
held video  game,  a  new 
category  that  may  help 
prolong  the  boom  in 
the  $3.5  billion-a-year 
video-game  market. 
Atari  Corp.  has  started 
shipping  Lynx,  a  one- 
pound  machine  about 
the  size  of  a  videocas- 
sette.  At  $179.99,  Lynx 
is  the  first  portable 
with  a  color  screen.  It  leapfrogs  Nintendo  Co.'s  $89.95 
Boy,  a  portable  black-and-white  machine  introduced  in 
t.  While  full-si^e  video-game  machines  plug  into  a  televi- 
he  portables  have  tiny,  built-in  screens  and  use  credit- 
ze  game  cartridges  that  cost  up  to  $40. 
■i  expects  to  sell  only  70,000  Lynx  sets  in  the  New  York 
his  year  because  of  limited  supplies  of  the  machine's 
ring  color  liquid-crystal  display.  Nintendo,  however, 
:o  sell  LI  million  Game  Boy  machines.  In  the  long  run, 
hopes  Lynx  will  revive  its  struggling  video-game  busi- 
vhose  10%  market  share  trails  Nintendo's  80%  by  miles, 
itire  industry  is  looking  to  these  new  developments  to 
ideo  games  high  on  the  toy  charts  for  years  to  come. 


L  WASHINGTON  RESUME 
DING  EMBRYO  RESEARCH? 


79,  the  Health  &  Human  Services  Dept.,  under  pressure 
1  anti-abortion  groups,  disbanded  an  advisory  board  that 
ed  federally  funded  research  on  human  sperm,  eggs, 
Tibryos.  That  effectively  ended  all  such  experiments, 
chilling"  results,  says  a  National  Institutes  of  Health 
I.  Many  scientists  believe  that  the  low  success  rate  for  in 
ertilization — the  procedure  produces  a  baby  only  about 
the  time — stems  from  the  lack  of  research. 
",  some  members  of  Congress  are  taking  the  first  step 
I  ending  the  research  ban.  On  Dec.  3,  the  House  Com- 
on  Government  Operations  is  expected  to  release  a 
arguing  that  the  prohibition  causes  thousands  of  cou- 
I  spend  huge  sums  on  relatively  ineffective  treatments, 
port  will  call  for  reinstating  the  ethics  advisory  board — 
tempting  much  of  the  research  from  review  by  the 
Committee  staffers  hope  that  the  renewed  political 
th  of  the  pro-choice  movement  will  persuade  HHS  to 
lent  the  report's  recommendations. 


riNG  A  HIGHWAY'S  HEALTH 
\H  OUTPATIENT  BASIS 


er  time,  salt  and  the  stress  of  daily  use  can  weaken 
oads  and  bridge  pavements.  But  the  problem  can  remain 
!Cted  unless  a  portion  of  the  road  is  removed  and 
it  to  a  lab  for  testing.  And  even  this  costly,  destructive 
s,  called  core  sampling,  provides  information  only  about 


a  particular  spot.  Now,  researchers  at  Westinghouse  Electric 
Corp.'s  Science  &  Technology  Center  have  developed  a  method 
of  "tagging"  roadways  so  flaws  can  be  detected  on-site. 

The  idea  involves  mixing  small  amounts  of  iron  filings  into 
batches  of  concrete  or  asphalt.  Once  part  of  a  highway,  the 
iron  particles  can  be  quizzed,  using  a  portable  electromagnetic 
probe,  to  determine  the  condition  of  the  road.  The  reason:  A 
good  piece  of  tagged  concrete  will  produce  a  different  spec- 
trum than  a  piece  of  concrete  that  hasn't  cured  properly  or  has 
been  damaged  by  salt.  The  National  Research  Council  has 
awarded  Westinghouse  a  $100,000  contract  for  a  one-year 
study  of  the  technology,  and  the  company  hopes  to  begin 
applying  it  to  highways  in  five  years. 


THIS  ARSENIC  COMPOUND 
MAKES  CHIPS  WITH  WARP  SPEED 


icroprocessors  engineered  with  RISC  are  already  fast,  but 
[they'll  be  even  faster  once  they  get  "gaassed"  up.  Using 
gallium  arsenide  (GaAs)  semiconductor  material.  Systems  & 
Processes  Engineering  Corp.  in  Austin,  Tex.,  is  working  to 
develop  a  RISC  chip  that  will  boost  processing  speeds  simply 
because  signals  zip  through  GaAs  about  five  times  as  fast  as 
they  move  through  silicon. 

Systems  &  Processes  has  licensed  the  reduced  instruction 
set  computing  (RISC)  design  pioneered  by  Sun  Microsystems 
Inc.  for  its  Sparc  microprocessor.  Samples  of  the  GaAs  version 
should  be  available  in  about  a  year,  according  to  Systems  & 
Processes.  The  company  predicts  that  GaAs-based  Sparc  chips 
will  be  able  to  crank  out  200  million  instructions  per  second 
(.MIPS).  That's  roughly  triple  the  performance  of  the  speedy 
RISC  design  unveiled  in  September  by  Intel  Corp.  And  by 
ganging  chips  together,  the  new  GaAs  processors  could  even- 
tually offer  even  higher  output — up  to  1,600  mips.  The  Nation- 
al Aeronautics  &  Space  Administration  is  funding  development 
of  the  new  RISC  chip. 


A  MAGNET  THAT  MAY  LET  SHIPS 
SAIL  ALMOST  SILENTLY 


Every  navy  worth  its 
salt  hopes  to  devel- 
op ships  that  can  slip 
through  water  as  si- 
lently as  a  sailboat.  A 
motor  being  developed 
at  Argonne  National 
Laboratory  for  poten- 
tial U.  S.  Navy  applica- 
tions may  be  able  to  do 
just  that. 

The  new  magnetohy- 
drodynamic  iMHD)  pro- 
pulsion system  works 
as  an  electromagnetic 
pump.  Seawater  flows 
into  a  duct  surrounded  by  a  powerful  superconducting  mag- 
net. Pass  an  electrical  current  through  the  water,  and  the 
electromagnetic  force  it  creates  drives  the  seawater  out  the 
back  of  the  vessel,  propelling  the  boat  forv  ard.  With  no  pro- 
peller, shaft,  or  other  moving  parts,  the  system  should  be 
much  quieter  and  more  reliable  than  c nventional  ship  motors. 

The  Japanese  Foundation  for  Shir  building  Advancement  is 
already  building  a  small,  prototype  mhd  ship.  But  a  key  prob- 
lem has  yet  to  be  overcopie:  desig  ang  a  lightweight  supercon- 
ducting magnet  powerful  enour;:i  to  propel  large  vessels. 
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The  pencil  cost  t 


IC.  The  eraser, 
lillions. 

istakes  make  products  late,  more  expensive  and  inferior, 
ing  customers  dissatisfied,  reputations  damaged, 
nee  there  are  no  quick  fixes,  only  costly  ones,  what's  a 
less  to  do? 

;  the  CIGNA  Property  and  Casualty  Companies,  we  have  a 
basic  goal:  Get  it  right  the  first  time, 
"anted,  nobody's  perfect.  But  it's  surprising  how  many 
akes  can  be  prevented.  By  working  to  find  the  best  solution, 
^r  than  the  most  expedient  one. 

hether  we're  providing  protection  for  small  and  medium-size 
losses,  or  meeting  the  risk  management  needs  of  the  largest 
orations,  the  benefits  are  the  same: 

iswers  that  are  fast  and  accurate.  Service  that  is  responsive, 
e  that  is  real.  And  customers  who  are  satisfied.  Anything  less 
d  be  a  big  mistake. 

)r  information  write  the  CIGNA  Property  and  Casualty 
panics.  Department  RB,  1600  Arch  Street,  Philadelphia,  PA 
3.  After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can 
d  all  the  erasers? 


We  get  paid  for  restdts!! 


CIGNA 
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SOFT  DRINKS  I 


BOTTLING  IS  HARDLY 
A  CLASSIC  FOR  COKE 


Its  big  bottler,  CCE,  started  slow  and  is  going  downhill 


c 


I  oca-Cola  Co.  is  in  a  festive  mood 
these  days — and  it's  not  just  be- 
I cause  Christmas  is  coming.  The 
stock  price  of  the  No.  1  soft  drink  com- 
pany is  at  an  all-time  high  of  around  878. 
Thanks  to  aggressive  marketing,  Coke 
has  captured  a  bigger  piece  of  the  soda 
pop  business,  and  that  should  help  send 
net  income  up  11.8'"'  this  year,  to  SI. 16 
billion,  according  to  PaineWebber  Inc. 
analyst  Emanuel  Goldman.  But  things 
don't  look  so  rosy  for  Coke's  big  bottling 
arm.  Coca-Cola  Enterprises  Inc.  To  gain 
greater  conti'ol  over  the  packaging  and 
distribution  of  its  sodas.  Coke  formed 
CCE  three  yeai-s  ago  by  bu\"ing  several 
independent  bottlers  and  combining 
them.  It  sold  5ff  of  the  resulting  com- 
pany to  the  public  in  what  was  then  the 
biggest  initial  public  offering  ever. 

The  31.2  billion  offering  ran  into  trou- 
ble from  the  start.  Coke  planned  an  of- 
fering price  of  between  S21  and  §24  but 
had  to  lower  its  asking  price  to  .S16.50 
before  it  could  get  the  deal  done.  Now. 
Wall  Street's  misgiN^ngs  about  Coca- 
Cola  Enterpi-ises  are  being  justified  by 
events.  In  an  increasingly  competitive 
soft  drink  industry,  analysts  expect 
CCE's  net  income  to  plunge  more  than 
40^c  in  1989,  to  So5  mlDion.  Operating 
cash  flow  will  drop  about  lO^'c,  to  S-S48 
million,  and  operating  profit  margin? 
will  slide  to  an  estimated  b.V'  this  year 
from  10. r-  two  years  ago  (chart). 
BAD  TIMING.  The  immediate  cause  ot 
those  woeful  results  is  a  two-year  price 
war  with  PepsiCo  Inc.  "The  shoot-out 
between  the  two  big  ones  has  wTeaked 
havoc  on  the  industn."."  says  Jimmy  C. 
Lee  Jr..  chief  executive  of  Buffalo  Rock 
Co.,  ar  independent  Pepsi  bottler  in  Bir- 
mingharu.  AJa.  CCE.  which  bottles  of 
Coke's  L  volume,  hopes  to  dig  itself 
out  of  the  -  I'lmp  next  year  by  putting  an 
end  to  deep  •.  :ume  discounts  to  retail- 
ers, but  there's  :  guarantee  of  a  cease 
fire.  And  even  if  ^-rx-es  go  up.  CCE  could 
lose  in  volume  what  :  </ains  in  margins. 
Consumers,  accustoms,  'o  pa\ing  as  lit- 
tle as  31.09  for  a  sixpa^  :  of  Coke  on 
special,  may  simply  buy  les  of  the  more 
expensive  stuff. 

To  create  CCE,  Coke  paid  ab  ut  S3  bil- 
lion for  two  large  bottlers  in  ti  -  South 


DYSON:  DIFFICULT  AS  THINGS  ARE  IN  THE 
BOTTLING  BUSINESS,  HE  WANTS  MORE  OF  IT 


and  West,  plus  several  smaller  opera- 
tions. The  bottling  business,  once  domi- 
nated by  family-run  independents,  was 
rapidly  consolidating,  and  Coke  wanted 
to  grab  a  big  piece  of  the  action.  Pepsi 
was  also  buying  up  several  of  its  big 
bottlers — but  it  retained  full  ownership. 

By  offering  a  chunk  to  the  public. 
Coke  hoped  to  get  the  best  of  both 
worlds:  It  could  keep  its  balance  sheet 
clean  because  CCE  would  carrj"  the  S3.1 
billion  in  acquisition  debt,  and  some  of 
that  would  be  paid  down  with  the  $1:2 


billion  raised  by  the  offering.  At  u 
same  time,  the  49^^  stake  Coke  retaijo 
would  guarantee  it  some  control  of  I 
retail  and  distribution  destiny.  C| 
named  Brian  G.  Dyson,  former  presic 
of  Coca-Cola  USA,  its  domestic  di\Tsl 
as  chief  executive  of  CCE. 

But  Coke  made  its  big  push  into 
tling  just  as  soft  drink  bottlers  be^ 
heading  for  a  profit  squeeze.  In  a  fie 
battle  to  capture  shelf  space,  many 
tiers  were  slashing  prices  to  rej 
stores.  Net  wholesale  prices  for  CC 
products  fell  2.o9c  in  1987,  an  additic 
2.5'"'-  in  1988.  and  1^^  in  the  first  haL 
:hi.-  year  ( chart  i. 

BALKING  CONSUMERS.  Now,  bottlers 

finally  getting  a  bit  of  a  breather, 
price  increases  of  about  37c  in  the  tl| 
quarter.  Dyson  hopes  that's  a  sign 
turnaround,  but  consumers  are  aire 
balking.  CCE  expects  its  volume  to| 
crease  only  3^c  to      this  year  compa 
with  an  8'f  rise  in  1988.  And  the  cor 
ny  has  had  to  spend  hea\'ily  on  adveij 
ing  and  other  marketing  efforts  to  m| 
the  higher-priced  products  off 
shelves.  ■"Initially,  people  may  recoil, 
we  believe  consumers  will  quickly  n 
ize  that  soft  drinks  are  still  a  good 
gain,"  Dyson  says. 

He  had  better  hope  so.  Even.-  1%\ 
crease  in  CCE's  wholesale  soft 
prices  will  translate  into  a  20c  incre 
in  earnings  per  share,  says  Wij 
Leach,  an  analyst  with  Donaldson, 
kin  &  Jenrette  Securities  Corp. 
aside  from  pricing.  Dyson  has  little  rc 
to  maneuver.  CCE  has  reaped  most  of  I 
dramatic  cost  benefits  from  consoliq 
ing  the  acquired  bottlers.  In  its  first 
years,  for  example,  CCE  saved  more 
SlOO  million  in  manufacturing  and 


AS  SODA  WARS 
SQUEEZE  PRICES. 


WHOLfyii  PRICES 
FOR  CCE  S  SOFT  DRIMKS 


▲  INDEX;  1986  : 


'87 
100 


■RCTSII 


...PROFIT  MARGINS 
SLIP  AT  CCE 


OPERATIHG  MARGINS 


■87 

▲  raoMT 


ON  THE  UNE  IN  L.A.:  CCE'S  STOCK  IS  STILL  LANGUISHING 
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ntroducing  the  New 
/6  Hyundai  Sonata. 

Since  the  day  it  was  introduced, 
le  midsize  Sonata  from  Hyundai 
las  been  generating  the  kind  of 
ress  most  cars  simply  dream  about. 

And  now,  it  is  giving  the  editors 
f  respected  automotive  publications 
ven  more  to  write  about. 

hitroducing  an  engine  so  impres- 
ive,  it's  sure  to  make  headlines.  This 
ptional  3.0-liter  overhead-cam  V6 
» Hyundai's  most  advanced  power 
lant  to  date.  Along  with  boasting 


142  horsepower,  it  offers  multi-point 
electronic  fuel  injection  for  smooth, 
responsive  performance  and  greater 
fijel  efficiency 

The  powerful  Sohata  has  what  it 
takes  to  go  head  to  head  with  Camry 
And  the  matchup  against  Accord  is 
no  contest;  it  doesn't  even  offer  a  V6. 

We're  also  glad  to  report  diat  the 
Sonata  GLS  comes  equipped  with  a 
well-appointed  interior  that  includes 
power  windows  and  door  locks,  a  tilt 
steering  wheel,  cruise  control,  power 
steering,  and  a  6-speaker  AM/FM 
stereo  cassette  system.  Plus,  plenty 


of  passenger  room  to  enjoy  it. 

Like  any  good  story,  we  saved  the 
best  news  for  last.  Starting  at  just 
$9695;  the  Sonata  is  several  thou- 
sand dollars"  less  than  an  Accord 
or  Camry  So  now  that  you've  read 
all  about  it,  call  1-800-826-CARS 
for  the  location  of  your  nearest 
Hyundai  dealer. 

Because  a  story  like  this  is  worth 
following  up  on. 

llie  Sonata  from 

HYUnDfll 

Gars  that  make  sense. 


ASE  MODEL  MSRR  EXCLUDES  FREIGHT,  TAXES,  TITLE  S  OPTIONS  DEALER  S  PRICE  MAY  VARY 
»T  BELTS  MAKE  SENSE,  DRINKING  AND  DRIVING  DOESN T,  ,(s  1989  HYUNDAI  MOTOR  AMERICA 


••COMPARISON  BASED  ON  MSRPOF  COMPARABLY  EQUIPP'60  MOpBlM: 


Hew  to  get 

maximum  output 
with  minimum 


itpt 


It  may  seem  like  a  busmess  paradox,  but  some- 
times less  is  more 
At  least  when  it  comes  to  adding  paper  and  toner 
to  the  new  Minolta  EP  8600  high- volume  copier 
Its  tnple  barrel  toner  capacity  lets  you  produce 
up  to  50,000  copies  between  refills.  Or  almost  ■ 
double  that  of  any  odier  machine  in  its  class. 

Now  that's  productivity  But  its  just  the 
beginning. 

With  its  standard  paper  trays  and  an 
q)tional  large  capacity  tray  you  can  load  up  to 
4000  sheets.  And  get  a  lot  more  work  accom- 
plished. Espeaally  at  60  copies  a  minute. 

And  widi  an  LED  help  screen,  you  can  access 
over  40  different  messages  and  solve  virtually  any 
copying  problem  at  the  touch  of  a  button. 

You  can  even  make  complicated  or  time-con- 
suming jobs  easier  with  die  optional  Minolta 
Intelligent  Commander  A  self-contained  editor 
and  control  panel  that  lets  you  program  and  store 


-Barbara  Champmy 

I  different  operational  sequences  on  a  memor)'  card. 
Of  course,  the  EP  8600  also  has  the  kind  of 
innovative  features  you've  come  to  expect  from 
Minolta.  Automatic  duplexing.  Reduction  (up  to  61% 
of  original)  and  enlargement  (up  to  164%  of  original). 
Automatic  paper  and  magnification  selection. 


And  dual  onginal  copying  for  producing  your  own  booklets. 

Clearly  if  you  want  to  get  more  out  of  work,  the  Minolta 
EP  8600  could  be  just  the  kind  of  input  you've  been 
looking  for  So  call  1-800- USA -DIAL,  Ext.  777 
for  the  Minolta  dealer  nearest  you.  ^ni^ 

COPIERS  

ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 


Fbra 
hole  in 
one... 


and  a 
whole  lot 
of  fun... 


Now  for  the  first  time,  the  renowned  golf  course 
architect  Robert  Trent  Jones  and  the  acclaimed  golf 
course  photographer  Tony  Roberts  combine  their 
considerable  talents  to  create  one  of  the  most  spec- 
tacular gift  books  ever  conceived.  Illustrated  with 
magnificent  four-color  photographs  taken  especially 
for  this  book,  plus  artistic  renderings  and  sketches. 
Golf  s  Magnificent  Challenge  illuminates  the  intrica- 
cies of  course  design  for  golfers  of  all  ages  and  le\'els  of 
skill  and  illustrates  how  a  golfer  can  better  "see"  a 
hole  and  plan  the  route  to  the  green.  Masterfully  writ- 
ten and  organized,  sumptucjusly  produced,  here 
is  the  ideal  gift  for  golf  afficionados  everywhere. 
ISBN  0-07-032816-1 .  9"  x  12".  Four-color  througli- 
out.  vS59.()0 


"This  marvelous  dictionary,  crammed  with  anec- 
dotes, everyday  conversations,  jokes  and  historical 
snippets,  is  especially  valuable  in  identifying  English- 
language  expressions  colored  by  Yiddish,  for  in- 
stance: Eat  your  heart  out!;  On  her,  it  looks  great; 
Wliat  gives?;  Alright,  already! . .  .This  treasury  is  a 
word-lover's  inexhaustible  delight,  and  not  just  for 
Yinglishmen  (or  -women )  either." 

—Publishers  Weekly 


m 


"Anything  Leo  Rosten  does  lights  up  the  literary  land- 
scape. He  surrounds  you  with  linguistic  joy." 

—Norman  Cousins 
ISBN  0-07-053987-1.  7%"  x  9V4".  S29.95 


.book  your  holidays 
at  McGraw-Hill 


Av  iilable  at  y<jur  local  bookstore,  or  by  calling  with  credit  card  orders  1-800-2-MCGRAW 
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ials  expenses.  It  has  also  closed  or 
ed  several  outdated  plants  and 
1  up  its  distribution  system. 

next  year,  costs  are  likely  to  start 

for  aluminum  cans  and  high-fruc- 
orn  syrup,  CCE's  largest  expenses. 
Iso  figures  Coke  will  slap  it  with  a 

47"  price  hike  for  concentrate  on 
:  a  4.5%  increase  in  1989.  Concen- 
accounts  for  about  107"  of  CCE's 

The  bottler  will  get  a  break  on 
:  packaging,  however,  since  resin 

are  expected  to  fall  next  year. 
Picult  as  things  are  in  the  bottling 
;ss  right  now,  Dyson  wants  more 
A-lready,  CCE  has  bought  small  bot- 
•epresenting  5%  of  Coke's  U.  S.  vol- 
And  CCE's  debt-to-capital  ratio  of 
;  lower  than  that  of  most  bottlers, 
g  it  room  for  more  acquisitions, 
jmpany  recently  filed  a  shelf  offer- 
^ith  the  Securities  &  Exchange 
lission  for  $1  billion  in  senior  debt 
ties.  While  it  has  no  immediate 
for  the  money,  it  could  be  used  for 
i  deals. 

R  PRESSURE.  The  problem  is, 
s  not  much  to  buy.  Coke  bought 

of  the  family-owned  bottlers  that 
up  for  sale  during  the  early  Eight- 
eselling  them  to  stronger,  more 
able  outfits  while  keeping  at  least 

equity  interest.  As  a  result.  Coke 
a  stake  in  bottlers  that  account  for 
f  its  U.  S.  volume.  It's  unlikely  that 
?ould  go  after  any  of  them.  Since 
aerations  are  already  large  and  ef- 
their  prices  would  probably  be 
igh.  And  Dyson  wants  to  acquire 
rs  close  to  the  territories  CCE  cov- 
/here  there  aren't  many  attractive 
ects  left.  But  Dyson  still  thinks 

are  opportunities.  "If  over  the 
three  years  we  could  just  add  an- 
0%  of  Coke's  volume,  that  would 
le  with  me,"  he  says. 
;on  needs  to  do  something  to  im- 
Wall  Street.  At  around  1572,  CCE's 
is  languishing  at  slightly  less  than 
litial  offering  price.  Dyson  has  be- 
i  $25  million  share-repurchase  pro- 

to  be  completed  next  year.  Mean- 
,  soft  drink  analysts  are 
dating  about  CCE's  future. 
iWebber's  Goldman  suggested 
Cola  might  acquire  the  517o  of  CCE 
jsn't  own,  perhaps  with  the  $1.5 
I  it  received  from  the  sale  of  its 

of  Columbia  Pictures  Entertain- 
Inc.  to  Sony  Corp.  earlier  this  year, 
at  a  recent  analysts'  meeting  at 
■Cola  headquarters  in  Atlanta, 
man  Roberto  C.  Goizueta  dismissed 
peculation  and  said  he  had  no  com- 
s  about  CCE.  Still,  competing  bot- 
figure  Coke  is  pressuring  Dyson  to 
a  solution  to  CCE's  woes.  That 
1  clear  up  the  one  thing  dampening 
s  holiday  mood. 

By  Walecia  Konrad  in  Atlanta 


THE  ENVIRONMENT! 


ALTHOUGH  REILLY  HAS  BUSH'S  EAR,  SO  FAR,  HE  HAS  USED  HIS  ACCESS  SPARINGLY 


CAN  THE  EPA  CHIEF  CLEAN  UP 
BUSH'S  IMAGE? 


Bill  Reilly  wants  to  keep  the  'environmental  President's'  promises 


William  K.  Reilly,  the  embattled 
chief  of  the  Environmental 
Protection  Agency,  is  in  one 
tough  spot.  During  the  campaign, 
George  Bush  pledged  to  be  an  "environ- 
mental President."  As  the  leading  archi- 
tect of  environmental  policies,  it's  up  to 
Reilly  to  shape  that  part  of  the  Presi- 
dent's agenda. 

Yet  the  Bush  Administration  is  in- 
tensely divided  over  how  strong  its  envi- 
ronmental stance  should  be.  The  telegen- 
ic EPA  chief's  high  profile  has  created  ill 
will  with  some  Administration  officials. 
And  by  staking  out  liberal  positions, 
Reilly  has  at  times  alienated  Bush's  con- 
servative and  business  supporters,  say 
some  White  House  insiders. 

Personalities  and  politics  aside,  some 
key  Administration  officials  disagree 
with  Reilly  on  how  to  attack  environ- 
mental problems.  Budget  Director  Rich- 
ard G.  Darman  shot  down  as  too  costly 
some  pollution-control  measures  that 
Reilly  advocated  for  the  Administra- 
tion's Clean  Air  Act  proposal.  And  White 
House  Chief  of  Staff  John  H.  Sununu 
has  urged  the  Administration  to  proceed 
slowly  with  measures  to  combat  the  so- 
called  greenhouse  effect,  contending 


that  the  scientific  evidence  is  uncertain. 

But  pressure  on  the  Administration  to 
act  more  aggressively  is  mounting. 
"Bush  cannot  go  into  the  1992  election 
and  claim  to  be  the  environmental  Presi- 
dent if  he  has  not  delivered  on  the  global 
environmental  issues  and  if  Clean  Air  is 
not  being  implemented,"  says  Jay  D. 
Hair,  president  of  the  National  Wildlife 
Federation.  Foreign  officials  are  increas- 
ingly impatient.  "We  have  no  indication 
that  the  U.  S.  is  going  to  support  inter- 
national activities  in  any  stronger  way," 
says  one  frustrated  U.  N.  official. 
MORE  ACTION.  A  shift  may  be  in  the 
making.  Even  now,  the  Administration  is 
reevaluating  its  stance  on  global  warm- 
ing for  an  international  meeting  in  Feb- 
ruary. Bush  is  expected  to  be  highly  visi- 
ble during  worldwide  celebrations  of 
Earth  Day  1990.  Also,  this  year's  State 
of  the  Union  address  may  showcase  pro- 
environment  proposals.  "The  Administra- 
tion's budget  plan  for  fiscal  1991  is  likely 
to  recommend  more  money  for  EPA  and 
double  funding  for  climate  change  re- 
search, to  $1  billion. 

Reilly  insists  that  Bush  deserves  far 
more  credit  for  what  he  has  already 
done.  Bush's  clean  air  legislation  breaks 
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Self- 
Employed? 

Save  on  taxes  with  Fidelity's  low 
cost  retii'ement  plan  for  people 
who  earn  self-employed  income. 

i/  Easy  Set-up 
l/  Retirement  Specialists 
✓  Wide  hivestnient  Choice 
^  TiL\  Deductible  Contributions 
r///c/TiL\-Deferred  Growth 

Call  today!  The  deadline  to 
open  a  Keogh  is  December  31 ! 


1-800-544-6666 


71 


Call  24  hours  for  a  free  Keogh  fact  kit! 

Fidt'liU  Distributors  (jirporatioii  ((ii'iicnil 
Distribution  V^eiit)  P,(),  Box  Wi()W)3. 
Dallas.  T\"Si(i(vi)6(i.-l 


Fidelity      Investments  •- 

Sr  CODE:  BW/GENK/121189 


FIGHT 


DISEASE. 
KIDNEY 
DISEASE 
AND 


Support 
the  American 
^Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 
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a  10-year  deadlock  on  revising  that  law. 
The  EP.\  ha.s  issued  tough  new  rules  on 
asbestos  after  a  decade  of  interagency 
haggling.  Proposed  legislation  on  food 
safety  could  speed  up  bans  on  danger- 
ous pesticides.  And  the  U.  S.  has  led  the 
way  in  pushing  for  a  phase-out  of  ozone- 
depleting  chlorofluorocarbons  by  the  end 
of  the  century.  Says  Reilly:  "We  have 
been  far  more  successful  on  matters  of 
substance  than  on  image." 

And  more  action  is  in  store.  Reilly  has 
stepped  up  enforcement  of  existing  reg- 
ulations and  is  adding  teeth  to  new  ones. 
"He  is  trying  to  increase  the  level  of 
activity  of  the  EPA  to  suggest  that  they 
are  back  in  business,"  says  J.  Michael 
McCloskey,  chairman  of  the  Sierra  Club. 

The  49-year-old  EPA  chief  also  is  using 
his  mediation  skills  to  win  cooperation 
from  business,  as  he  did  while  head  of 
the  Conservation  Foun- 
dation and  World  Wild- 
life Fund.  In  August,  he 
summoned  the  heads  of 
nine  chemical  compa- 
nies that  EPA  officials 
believe  are  the  largest 
emitters  of  unregulated 
but  possibly  harmful 
chemicals.  The  compa- 
nies, including  Dow 
Chemical,  Occidental 
Petroleum,  and  Ex.xon 
Chemical,  are  weighing 
additional  cuts  in  those 
emissions. 

One  critical  test  for 
the  White  House — and 
Reilly — will  come  in  the 
next  few  months.  Dis- 
agreements within  the 
Administration  over 
how  to  handle  global  warming  opened 
the  U.  S.  to  severe  criticism  at  a  Novem- 
ber meeting  in  the  Netherlands.  Several 
other  nations  have  agreed  to  a  program 
of  cutbacks  in  carbon  dioxide,  a  plan  the 
U.  S.  refuses  to  endorse. 

Reilly's  cogent  defense  of  the  Admin- 
istration's position  bought  Bush  time  to 
regain  leadership,  observers  say.  He  ar- 
gued that  it  made  no  sense  to  agree  on  a 
time  frame  to  stabilize  emissions  of  gas- 
es that  contribute  to  global  warming  be- 
fore figuring  out  how  to  achieve  the 
goal.  The  U.  S.  will  have  to  hammer  out 
its  position  for  the  next  meeting.  Al- 
ready, the  EPA  and  the  Council  of  Eco- 
nomic Advisers  are  studying  options. 
FORMIDABLE  OPPOSITION.  But  these  ne- 
gotiations will  continue  to  pit  Reilly 
against  formidable  opposition  within  the 
Administration.  His  critics  charge  that 
the  EPA  chief,  who  insists  that  environ- 
mental concerns  are  paramount,  fails  to 
recognize  the  scientific,  economic,  and 
political  trade-offs  that  his  positions  en- 


I 


tail.  "Reilly  is  an  advocate  for  spec! 
environmental  interests  without  reg-d 
to  the  general  interests,"  says  one  - 
nior  official. 

New  allies  within  the  Administratu 
could  strengthen  Reilly's  hand.  Secr 
tary  of  State  James  A.  Baker  IH's  poli- 
cal  antennae  have  picked  up  tj; 
grounds  well  of  international  interests 
environmental  issues.  He  has  mak 
drawing  up  an  international  agreenKj 
on  global  warming  a  top  priority.  Mo^ 
over,  some  White  House  officials 
troubled  by  recent  public-opinion  poli 
They  show  that  large  numbers  of  vot^ 
don't  believe  the  President  is  doing 
good  job  on  the  environment.  The  desj 
among  Bush's  aides  to  shore  up 
President's  approval  rating  on  the  eiif- 
ronmental  front  before  the  1990  ajl 
1992  elections  is  likely  to  help  Reilly.  jjl 


THE  BUSH  ADMIHISTRATIOH'S 
MIXED  ENVIRONMENTAL  RECORD 

CLEAN  AIR  Ended  a  10-year  deadlock  on  clean  air  stan- 
dards. Backed  tough  measures  to  reduce  acid  rain  and  su" 
ported  alternative  fuels  program  for  vehicles.  But  propos- 
als for  cleaning  up  industrial  pollution  are  weak 

GLOBAL  WARMING  Pledged  to  assert  U.S.  leadership  in 
combating  climate  change.  But  the  U.S.  isn't  yet  playing  a 
strong  role.  Although  some  European  nations  are  ready  to 
act,  the  U.S.  still  hasn't  committed  itself  to  timetables  or 
specific  measures 


FOOD  SAFETY  Proposed  sweeping  measures  that  would 
speed  up  bans  on  potentially  dangerous  chemicals  on  and 
in  foods.  But  critics  say  the  standards  are  too  flexible  and 
would  give  economic  considerations  too  big  a  role  in  decid- 
ing whether  to  take  a  pesticide  off  the  market 


Reilly  may  also  hold  a  trump  ca 
The  environmentalist  has  a  good  rappi 
with  Bush.  He  is  a  frequent  lunchf 
guest  at  the  White  House,  and  Bi 
invites  him.  and  his  family  to  dinner  fp 
time  to  time.  So  far,  Reilly  has  used  tl 
access  too  sparingly,  say  environment 
ists.  Hair,  a  longtiine  friend,  belies 
Reilly  should  have  appealed  to  Bush 
get  approval  of  a  stronger  position 
the  global-warming  conference  in  1 
Netherlands. 

Reilly  may  soon  need  to  put  his  ere 
bility  with  the  President  to  the  test.  I 
vironmentalists  will  begin  to  blame  Ri 
ly  if  the  Administration  doesn't  ad( 
stronger  positions.  At  the  same  time, 
needs  to  forge  new  alliances  within  1 
Administration  to  succeed,  and  that  m 
require  compromises  unpalatable 
hardline  environmentalists.  How  well 
balances  those  competing  demands  coi 
help  determine  George  Bush's  envir 
mental  legacy. 

By  Vicky  Cohan  in  Washingt 
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The  New  OKIDATA  380 
^ts  More  ''Show''  in  Your  Business. 


charting  ^^^^^^^^.^^  „„ch  li>^e  what 
rE£_BOX.    and  very 


the 


vg  superbly- 
^.^  be  happier. 


Mid  yo" 

acks  of  Ala-*^^- 

for  a  job  I'eli  done! 
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output  sample  above  was  pnnted  on  a  MILROLINE  380 
;  WordPerfect  5.0  and  Gemgraph. 

DATA  IS  a  registered  trademark  of  Oki  Amenca.  Inc..  Marque 

see  dp  Oki  Amenca  Inc 


Get  Letter  Quality,  OKIDAIA 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKIDATA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  the  optional  pull  tractor 

He'll  also  get  more  out  of  the  380 's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDATA  dealer,  screen  test  the 
new  OKIDATA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  "show"  xnyour  business.  For  the  name  of 
the  OKIDATA  dealer  nearest  you,  call  1-800-OKIDArA. 


^k.  an  OKI  AMERICA  company 


We  put  business  on  paper 


orts  Business 
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FOOTBALL  n 


THESE  PIAYERS 

ARE  REALLY  GOING  LONG 


College  football  is  finding  plenty  of  fans  in  Europe  and  Asia 


I 


n  Dublin,  some  40,000  people  are  ex- 
pected to  pay  up  to  $30  apiece  on 
Saturday,  Dec.  2,  to  see  one  of  Amer- 
ica's faster-growing  exports.  Assem- 
bling in  the  local  rugby  stadium,  the 
crowd  will  watch  University  of  Pitts- 
burgh freshman  phenom  quarterback, 
Alex  Van  Peltz,  toss  aerials 
against  the  Rutgers  University 
football  team  in  the  second  annual 
Emerald  Isle  Classic.  The  festivi- 
ties associated  with  last  year's 
game  drew  10,000  Americans  and 
other  tourists,  and  promoters  are 
planning  to  continue  the  game  for 
at  least  the  next  decade. 

American  pro  football  has 
steadily  increased  its  exposure 
overseas  through  exhibition 
games  and  television.  In  two 
years,  it  plans  to  start  an  interna- 
tional league.  And  now,  college 
football,  with  the  help  of  energet- 
ic promoters,  is  getting  into  the 
act.  For  many  of  the  colleges  in- 
volved, making  money  is  not  the 
object.  The  $200,000  that  Rutgers 
gets  for  the  Dublin  game  is 
$100,000  less  than  it  probably 
would  have  earned  if  the  game 
had  been  played  at  home.  Instead, 
colleges  get  a  free  trip  abroad  for 
the  team,  with  all  the  cultural  ad- 
vantages, and  international  expo- 
sure, which  is  good  for  recruiting. 
HERE'S  THE  BEEF.  Overseas  games 
usually  feature  dazzling  Ameri- 
can showmanship.  At  the  start  of 
last  year's  Dublin  game,  in  which 
Boston  College  upset  Army,  the 
ball  was  parachuted  onto  the  field 
by  a  paratrooper.  The  250-member 
Boston  College  band  provided 
halftime  entertainment.  Eyeing 
the  beefy  players,  one  female 
Irish  sportswriter  waxed  lyrical 
about  the  "tidal  wave  of  rippling 
muscle,"  while  a  male  writer  ad- 
mired "the  simply  astonishing  legs"  of 
each  team's  cheerleaders. 

Clearly,  promoters  of  the  growing 
schedule  of  games  (table)  are  hoping  to 
emulate  the  success  of  what  is  now  To- 
kyo's Coca-Cola  Classic,  the  grandfather 
of  overseas  college  bowls.  Conceived  by 


Japanese  sports  promoter  Atsushi  Fu- 
jita,  president  of  Tele  Planning  Interna- 
tional Inc.,  the  classic  has  for  13  years 
featured  such  big-time  teams  as  Notre 
Dame,  Nebraska,  and  the  University  of 
Miami.  This  year,  50,000  fans — mostly 
Japanese — will  pay  up  to  $69  each  on 


RAH!  RAH!  RAH! 
THE  SCHEDULE  OVERSEAS 


Dote 

Teams 

Site 

DEC.  1989 

PinSBURGH  VS.  RUTGERS 

DUBLIN 

DEC.  1989 

SYRACUSE  VS.  LOUISVILLE 

TOKYO 

JAN.  1990 

SENIOR  ALL-STARS 

YOKOHAMA 

SEPT.  1990 

DUKE  VS.  SOUTH  CAROLINA 

MANCHESTER 

DEC.  1990 

HOUSTON  VS.  ARIZONA  STATE 

TOKYO 

DATA:  BW 

Dec.  3  to  watch  the  struggling  Universi- 
ty of  Louisville  Cardinals  knock  heads 
with  the  Syracuse  University  Orange- 
men in  the  Tokyo  Dome.  To  entertain  TV 
and  stadium  spectators  at  halftime,  Fu- 
jita  is  bringing  over  Louisiana's  famous 
Grambling  State  University  band. 


Enthusiasm  for  the  American  gamas 
being  fueled  by  fast-spreading  foren 
broadcasts  of  National  Football  Lease 
games  and  big-time  college  matches,  .n 
Jan.  1,  for  example,  some  150  mil 
foreign  viewers  will  see  the  Rose  B^ 
from  Pasadena,  Calif. 

Brian-Boru  Ltd.,  the  Boston-based 
moter  of  the  Emerald  Isle  Classic,  is 
of  the  new  breed  commercializing 
lege  football  overseas.  Another  is  Bn 
Richard  J.  Jordan,  who  is  bringing  [e 
game  to  Manchester.  He  plans  to  pa 
the  Old  Trafford  soccer  stadium  vfi 
55,000  fans.  For  this,  the  British  Bdi. 
Jordan  is  signing  up  the  Universityli 
South  Carolina  Fighting  Gamecocksjo 
play  the  Duke  University  Blue  Devilsjii 
Sept.  1,  1990.  A  year  later,  the  Miiv 
Hurricanes  will  play  the  Unive;; 
ty  of  Arkansas  Razorbacks. 
is  a  money-making  propositi^ 
crows  Jordan,  who  expect.'^  lo 
make  up  to  $1  million  profile 
year  eventually. 
GLASNOST  BOWL.  The  record  lo 
far  suggests  there  may  be  a  biV 
promoter's  hyperbole  in  Jor(la> 
boast,  since  the  games  can  be  . 
pensive  productions.  In  additioiT 
the  total  of  $400,000  that  Bn 
Boru  is  paying  the  teams  in 
Emerald  Isle  Classic  this  y*. 
there  is  an  equal  amount  for  tii.'- 
el  and  lodging  for  teams,  che 
leaders,  and  bands.  Add  in 
stadium  rentals,  and  the  compr. 
only  broke  even  last  year  on 
million  in  revenues.  Partner  Phi 
H.  Cahalin  says  it  will  take  se\r- 
al  years  before  Brian-Boru  tuls 
a  profit. 

Other  promoters  have  had  e  n 
tougher  struggles.  Raycoma 
sports  promoter  based  in  Cif- 
lotte,  N.  C,  had  hoped  to  pull  p 
a  spectacular  coup  by  staginja 
Glasnost  Bowl  in  Moscow  tt 
September.  The  company  sijr 
months  planning  to  match  x 
and  the  University  of  IlliuE. 
They  had  signed  up  ABC  to  te- 
vise  it  and  had  arranged  to  shifn 
hundreds  of  pounds  of  beef.  G> 
tract  snafus  with  Soviet  parti;^ 
scotched  the  deal. 

Despite  such  obstacles,  pronll 
ers  say  that,  with  strict  organ* 
tion,  strong  financial  backing.  Id 
savvy  site  selection,  the  bowls  'M 
thrive.  Says  the  British  Bowl's  Jorq^ 
"I've  got  a  hot  property.  Investors 
calling  me  up  asking  for  a  piece  of  ffl 
action."  You  can  almost  hear  the  ch!i 
going  up:  "Gimme  an  M!  Gimme  an|)f 
Gimme  an  N! . .  ."  !^ 
By  Gregory  L.  Miles  in  Pittsb'A 
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SPORTS  BUS 


AlAndrus, 

Senior  Vice  President,  Service  and  Support,  Computer  land ' 


How  the  world's 
largest  corporate 
support  network 
does  it. 


From  the  Apple  Macintosh  IICX 
and  IICI  to  the  Apple  LaserWriter 
IINTX  printers:  so  advanced  is 
Macintosh  computer  technology 
that  it  practically  demands  an 
advanced  support  network  to  help 
business  users  make  the  most  of  it. 
So  perhaps  it's  only  natural  that 
Apple  Computer  Inc.  should  be 
turning  for  help  to  its  largest 
and  most  diversified  distributor: 
ComputerLand. 

The  ComputerLand 
support  network: 
strength  in  numbers. 

■^■■^■ComputerLand  is  in 

a  unique  position  to  put  Macintosh 
to  work.  With  more  than  300 
Apple-authorized  centers... 2500 
factory-trained  technicians  world- 
wide... a  spectrum  of  customized 
service  plans... and  specialized 


"We  sell  and 
install  more 
networks  in 
the  U.S.  than 
any  other 
company-by  a 
factor  of  nearly 

3  to  1."  AlAndms. 

Senior  Vice  President, 
Computerland 


□  □ 


network  training  and  support 
facilities... in  short,  just  the  right 
combination  of  resources  and 
expertise  to  support  the  wonders 
of  Macintosh  technology.  And 
what  wonders  they  are. 

The  Macintosh  family: 
computers  that  mean 
business. 

■l^HH^B  The  Macintosh  family 
shares  stunning  graphic  and  engi- 
neering capabilities,  computational 
muscle,  and  the  ability  to  network 
and  connect  with  other  computers: 
an  ideal  combination  for  today's 
hybrid  workplace.  But  see  it 
for  yourself  at  ComputerLand. 
Together,  we'll  put  Macintosh  to 
work  for  you. 

For  the  name  of  your  nearest 
ComputerLand  Apple  dealer,  call 
1-800-  421-6001.  _  / 


Authonzed  Dealer 


CompulerUind 

Business  to  business.  Person  to  person. 

I  1989  CompulerLand.  Apple,  the  Apple  logo,  LaserWriter  and  Macintosh  are  registered  tradeinarks  of  Apple  Computer  Inc 
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ntertainment 


HOLLYWOOD 


LOOK  WHO'S  GOT 
A  BOX-OFFICE  SMASH 


With  Look  WJio 's  Talking,  MCEG's  cost  controls  are  pa\ing  off 


The  mo\ie  Look  Who's  Talking 
seemed  destined  to  be  a  box-office 
disaster  before  it  was  released  in 
mid-October.  The  reasons:  John  Travolta 
had  lost  his  starshine,  and  Kirstie  Alley, 
the  female  lead,  was  hardly  a  ticket- 
selling  name.  And  Management  Com- 
pany Entertainment  Group  Inc.  (MCEGi. 
the  film's  producer,  had  never  had  a 
big  hit.  It  was  best  known  for  inex- 
pensive films  such  as  The  Chocolate 
War  that  played  in  art  houses  to  small 
audiences. 

This  time  something  clicked.  Look 
Who's  Talking,  which  was  made  for  S8.6 
million,  was  America's  top-grossing  film 
for  five  straight  weeks  and  has  sold 
over  S97  million  worth  of  tickets.  MCEG 
should  net  at  least  S40  million — its  share 
of  box-office  and  video  profits  from  the 
comedy  about  a  cuddly  baby's  view  of 
the  world,  which  the  audience  hears  ex- 
pressed by  the  voice  of  Bruce  Willis. 
Suddenly,  MCEG  is  an  independent  studio 
on  the  rise. 

LOW-BUDGET  BOOM?  mceg's  37-year-old 
chairman,  Jonathan  D.  Krane,  says  his 
company,  based  in  Santa  Monica,  Calif., 
will  fly  higher.  He  expects  big  profits 
from  the  sale  of  low-budget  films  over- 
seas, where  audiences  are  hungn,-  for 
American-made  releases.  Moreover,  he 


says,  mceg's  other  businesses  could 
keep  the  company  going  even  if  its  new 
films  bomb  (table).  MCEG  distributes 
mo\"ies  abroad  for  several  studios,  in- 
cluding Orion  Pictures  Coi-p.  It  lends 
money  to  other  independent  filmmakers. 
And  it  manages  the  careers  of  more 
than  60  actors,  writers,  and  directoi-s 
who  pay  MCEG  10%  of  their  salaries. 
Among  its  clients  are  such  well-known 
performers  as  Travolta,  Sally  Keller- 
man,  Nancy  Allen,  and  Carol  Kane. 

Wall  Street,  however,  is  waiT.  MCEG  is 
trading  at  about  3%  after  peaking  at 
about  41/8  when  Look  Ulio's  Talking 
was  released.  There's  good  reason  for 
caution.  MCEG  lost  S2.5  million  on  reve 
nues  of  S34  million  in 
the  fiscal  year  that  end- 
ed in  March.  Its  losses 
grew  to  Sll  million  on 
sales  of  S32  million  in 
the  sLx  months  that  fol- 
lowed. The  latest  num- 
bers include  the  results 
for  Virgin  Vision  Ltd., 
an  international  film 
distribution  operation 
that  MCEG  bought  in 
July  for  §83  million.  In 
its  most  recent  report, 
MCEG  said  that  about 
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MCEG'S  MIX 


1 990  revenues 

Millions  of  dollars 

FOREIGN  VIDEO  SALES 

$80.5 

FINANCIAL  SERVICES 

39.0 

U.S.  VIDEO  SALES 

27.3 

U.S.  THEATERS 

27.1 

FOREIGN  THEATERS 

17.8 

TALENT  MANAGEMENT 

3.1 

TOTAL 

$194.8 

DATA:  WDOER,  PEABODY  &  CO 

ESHMATE 

85%  of  its  capital  came  from  $131  milli^ 
of  debt. 

Although  the  returns  don't  appear 
any  financial  statement,  MCEG  profit 
from  the  experience  of  other  produce 
such  as  DeLaurentiis  Entertainme 
Group  Inc.  and  Cannon  Group  Inc.,  bo 
of  which  have  gone  bust.  "We  learn 
from  watching  those  other  guys 
dowTi  in  flames,"  Krane  says.  Amoi 
the  most  important  lessons:  Control 
terest  and  production  costs.  The  form 
tax  attorney  won't  touch  junk  bonds  a; 
pays  lower  interest  rates  by  borrowi 
primarily  from  banks.  And  he  holds  t  | 
budgets  for  films  that  MCEG  releases 
under  S6  million,  about  onethird  of  wl 
studios  usually  spend  on  major  effort 
FiGHTiNG  FAT.  Look  U^o's  Talking  is 
good  example  of  Krane's  talent  for  ci  ui . 
ting  costs.  He  was  able  to  go  over  his 
million  ceiling  by  persuading  Tri-St  T 
Pictures  Inc.  to  help  finance  and  distr  ^tx 
ute  the  mo\ie.  Nevertheless,  Krane 
nearly  S6  million  from  the  studio's  pi 
jected  814  million  budget.  He  landed  ' 
volta  for  about  half  of  the  actor's  ci| 
toman,-  S4  million  salan,".  He  avoic 
Holh-wood's  high  labor  costs  by  mo\i 
the  location  work  to  Vancouver.  And 
knocked  10  days  off  the  shooting  schd 
ule  by  limiting  the  number  of  outdq 
scenes  and  set  changes. 

No  doubt  about  it,  Krane  is  tight 
a  buck.  Still,  he  borrowed  hea\ily  to  b| 
Vii-gin  Vision,  even  though  it  ba 
broke  even  in  the  last  four  years.  Ov 
ing  the  unit  guarantees  MCEG  control  I 
distribution  to  a  voracious  foreign  m| 
ket.  But  Krane  needs  more  hits  to  ma 
the  acquisition  pay  off.  He  started 
new  fiscal  year  smartly  with  the  inter 
tional  distribution  rights  to  sex,  lies.  a\ 
videotape — a  U.  S.-made  drama  abc 
sexual  intrigue.  The  film  is  a  hit  in 
rope  as  well  as  the  U.  S. 

Krane  says  he'll  spend  more  mod 
next  year  to  promote  his  films.  He  n 
high  hopes  for  Chains  of  Gold,  whi 
features  Travolta  as  a  social  worker! 
war  with  drug  dealers.  Krane  al 
thinks  MCEG  will  have  a  winner  witn 
comedy,  Boris  &  Na\ 
sha,  which  stars  Da 
Thomas  and  Kellerrnj 
as  the  Russian  spj 
from  the  old  Rocky 
Bullwinkle  cartoo< 
The  releases  won't 
gi-eat  art.  But  MCEi 
growth  plans  requj 
the  studio  to  prodii 
profits  for  investors  I 
stead  of  prestige  fill 
for  elite  audiences. 

By  Ronald  Grovef\ 
Los  Angeles 
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mum  TRAVELERS! 
PUP  OVER  YOURCASH  CARDS! . 


You  could  have  the  gift  of  cash. 

At  more  than  30,000  Plus  System® 
ish  machines  around  the  world. 

Cash  for  travel,  shopping,  anything. 
1  over  5,500  big  cities  and  small  towns 
cross  the  U.S.  and  Canada.  And  in  a 
rowing  number  of  places  in  Europe,  the 
ar  East,  South  America  and  the 
aribbean.  . :  <  ;    .  -  v: 

There's  even  one  in  North  Pole  Alaska, 
b  find  any  Plus  ATM  in  the  U.S.  just  call 


l-80p-THE-PLUS. 

*  So,  flip  over  your  cash  card.  If  you  see 
a  Plus  System  logo,  you're  all  set  .  If  you 
don't,  hop  in  your  sled  and  fly  to  a  finan- 
cial institution  that  can  give  you  one. 


WEMAKE 
YOUR  CASH  CARD 

WORTH 
PUPPING  OVER. 


information  service  to  track 


virtually  every  construction  project 


in  the  U.S. 


"Dodge  Dataline,"  from  McGraw-Hill.  Anyone  who  sells  products  or 
services  in  the  $250  billion  U.S.  con.struction  meirketplace  can  now  track 
hundreds  of  thouscinds  of  projects  nationwide,  electronically  selecting 
the  hottest  leads.  It's  not  a  dream.  It's  Dodge  Dataline. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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Investing 


MAKING  THOSE  COLLEGE 
NEST  EGGS  GROW 
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Saving  for  college  has 
become  a  national  ob- 
session. Naturally,  doz- 
ens of  financial-ser\ices  firms 
are  eager  to  help  parents 
meet  the  challenge.  They're 
developing  all  sorts  of  pro- 
grams with  names  such  as 
College  Saver  Account  or  Col- 
lege Planning  Kit.  Sounds 
great,  but  don't  let  the  fancy 
titles  fool  you:  Often,  these 
products  offer  woefully  little 
in  terms  of  savings  ideas. 

Many,  in  fact,  are  simply 
worksheets  for  figuring  ex- 
penses. Plug  in  your  child's 
age  and  the  cost  of  a  college 
today,  multiply  by  an  "infla- 
tion factor,"  and  presto!  You 
have  the  college  tab  your  off- 
spring will  incur  and  the 
amount  you  need  to  invest — 
either  as  a  lump  sum  now  or 
in  periodic  installments.  These 
estimates  varv  widely  from 


firm  to  firm,  even  for  the 
same  child  and  the  same  col- 
lege, depending  on  their  esti- 
mates of  increases  in  college 
costs.  For  example,  the  Col- 
lege Savings  Bank  now  pegs 
its  CollegeSure  Plus  CD  to  a 
9.8x  pace,  while  Merrill 
Lynch's  College  Builder  pro- 
jects a  7''<  yearly  escalation. 

Then,  too,  there  are  differ- 
ences in  the  assumed  return 
on  investments.  For  example, 
both  Fidelity  Investments  and 
T.  Rowe  Price  estimate  that 
college  costs  will  increase  at 
&i  annually,  so  that  16  years 
from  now,  four  years  at  Har- 
vard will  cost  $197,053.  But 
Fidelity  says  you'll  need  to  in- 
vest $456  a  month,  while  Price 
says  §505 — because  Fidelity 
assumes  a  10'<-  annual  return, 
and  Price  only  8%. 

How  would  you  achieve 
these  returns'?  Many  pro- 


grams don't  specify.  For  the 
actual  investment  strategy, 
you're  told  to  consult  your 
friendly  financial  adviser  (or 
preferably,  their  friendly  fi- 
nancial adviser)  for  ideas 
(preferably  from  their  family 
of  mutual  funds). 
NOTHING  NEW.  Among  the  pro- 
grams that  do  name  invest- 
ments, few  offer  anything 
uniquely  designed  for  college. 
Take  Fleet  National  Bank's 
College  Bound  CD.  It's  actual- 
ly a  basic  savings  account: 
(ilients  can  invest  in  install- 
ments with  no  set  term — you 
pick  the  maturity  date.  Says 
Fleet's  Charles  Diggs:  "It's 
not  particularly  sexy."  Espe- 
cially since  it  earns  a  fixed  6'~c 
annually. 

Most  commercial  plans  that 
specify  an  investment  offer  a 
single  fixed-income  vehicle. 
One  of  the  most  popular 


among  brokerages,  includ 
Shearson  Lehman  Hutton 
Merrill  Lynch,  are  zeron 
pon  Treasuries — bonds 
pay  both  principal  and 
crued  interest  when  they 
ture.  Brokers  like  zen 
which  sell  at  a  fluctuating 
count  to  face  value,  hecs\ 
they  allow  investors  to  tan 
exactly  how  much  they'll 
crue  in  a  specific  time  pei' 

Shearson's  College  Bo 
2000-2008  unit-investnij 
trusts  consist  of  four  dil' 
ent  zeroes  whose  maturiS' 
coincide  with  a  child's  colljt' 
years.  Of  course,  an  invel 
could  purchase  the  bondsi 
rectly.  But  the  trusts'  U 
purchases  make  for  de(& 
discounts,  says  Shears(j' 
Robert  Topol.  L 

However,  many  adviserar' 
gue  against  putting  all  collr 
investment  eggs  in  one  1" 
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specially  a  fixed-income 
it  inflation  could  erode, 
ider  approach  would  be 
•sified  portfolio  of  both 
and  stocks. 

your  child  is  two,  and 
aiming  for  Harvard 
It  annual  cost:  $19,395). 
laacson,  head  of  finan- 
anning  with  CPAs  We- 
apshie  in  New  York, 
is  splitting  funds  be- 
growth /income  equity 
and  zeroes.  Or,  instead 
)es,  use  Series  EE  sav- 
inds,  whose  variable  in- 
rate  is  guaranteed  to 
'ast  6%  if  the  bonds  are 
r  five  years. 
kNCE  FIRST.  Victoria 
m  IDS  financial  planner 
ago,  has  an  even  more 
Hed  strategy.  Her  pre- 
first  step  would  be  in- 
3  in  case  of  the  princi- 
eadwinner's  death.  A 
f5al  life  policy  would 
'  both  protection  and  a 
)ard  that  could  be  with- 
if  needed.  Invest  one- 
of  the  funds  here, 
ays,  and  put  another 
nto  an  aggressive 
-stock  fund, 
remainder  should  be 
[ually  among  blue-chip 
nd-bond  funds  and  mu- 
bond  funds.  One  sub- 
for  the  latter,  if  avail- 
is  a  "baccalaureate 
-a  muni  now  offered 
itates.  Intended  as  coi- 
nings vehicles,  they  are 
sold  in  smaller  denom- 
3  than  regular  munis 
;  not  callable, 
planners  recommend 
the  portfolio's  mix  as 
;hild  ages.  The  14th 
ly,  says  Isaacson,  is 
id  time  to  reevaluate 
rowth  exposure."  Start 
the  equity  funds  and 
t  in  Treasury  notes, 
ir  CDs,  or  money-mar- 
ids.  About  80%  of  the 
ortfolio  should  eventu- 
geared  toward  capital 
'ation. 

;tors  should  also  con- 
in  whose  name  the 
should  be  held.  If 
placed  in  the  child's 
'ia  a  custodial  account, 
■nings  will  be  taxed  at 
limum  rate,  instead  of 
after  age  14.  However, 
larents  may  feel  reluc- 


tant to  put  a  six-figure  portfo- 
lio into  a  teenager's  hands. 

Instead,  they  might  empha- 
size tax-free  vehicles,  says 
Sandra  Rivo,  marketing  man- 
ager of  Fidelity  Investments' 
new  Personal  Advisory  Ser- 
vices. For  the  first  11  years, 
the  overall  mix  would  be  30% 
high-yield  bond  funds — most- 


ly munis — and  70%  growth-eq- 
uity funds  ranging  from  con- 
servative to  aggressive.  As 
college  gets  closer,  the  alloca- 
tions would  shift  away  from 
equities  and  into  tax-exempt 
money-market  funds.  The  fi- 
nal portfolio  would  be  tax-ex- 
empt money-market  and  in- 
come funds. 


Outdoors 


A  COAST-TO-COAST  GUIDE 
FOR  CROSS-COUNTRY  SKIERS 


Some  skiers  would  rath- 
er savor  the  winter 
scenery  than  hurtle  by 
it.  And  as  the  number  of 
cross-country  aficionados 
grows,  so  do  the  places  where 
they  can  enjoy  the  snowscape. 
Here's  a  sampling  of  resorts. 

The  Trapp  Family  Lodge, 
run  by  the  family  on 
whom  The  Sound  of 
Music  is  based,  resem- 
bles an  old-world  cha- 
let. Perched  on  1,800 
acres  of  woods  and 
meadows  in  northern 
Vermont,  it  overlooks 
Stowe  village  and  the 
surrounding  Worcester 
Range.  Guests  can  ski 
over  40  miles  of  hard- 
wood- and  evergreen- 
lined  trails. 

The  main  lodge  is 
filled  with  large  stone 
fireplaces,  a  library,  a 
bar,  and  a  fitness  cen- 
ter. A  five-night  stay 
for  two  in  deluxe 
rooms  ranges  from 
$800  to  $1,175.  That  in- 
cludes breakfasts  and 
five-course  dinners 
(800  826-7000). 
HAYRIDES.  Located  on 
a  15,000-acre  estate  in 
the  White  Mountains 
of  New  Hampshire, 
the  Balsams/Wilder- 
ness Grand  Resort  Ho- 
tel has  more  than  31 
miles  of  trails  and  offers 
downhill  skiing,  skating,  and 
horse-drawn  hayrides,  as  well 
as  a  ballroom  and  theater.  A 
five-day  ski  week  runs  from 
$335  to  $505  per  person  (800 
255-0600). 

Mohonk  Mountain  House, 
in  New  Paltz,  N.  Y.,  is  a  Vic- 


torian castle  that  stands  at 
the  edge  of  Lake  Mohonk  in 
the  heavily  wooded  Shawan- 
gunk  Mountains.  Guests  can 
ski  35  miles  of  trails,  skate  to 
waltzes  on  the  lake,  take 
sleigh  rides,  play  platform 
tennis,  go  snow  tubing,  or 
take  in  a  classical  concert  and 


Do  your  goals  still  seem  out 
of  reach?  Don't  panic — if  you 
fall  short,  savings  can  always 
be  augmented  with  loans. 
Also,  costs  may  well  level  off 
in  the  next  decade.  And  re- 
member, if  future  tuition  bills 
seem  huge,  it's  partly  because 
we're  looking  at  them  with 
1989  eyes.  Troy  Segal 
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sip  afternoon  tea  by  a  fire. 
Including  meals,  a  Victorian- 
style  tower  room  for  five 
nights  is  $1,345  to  $1,540  for 
two;  standard  rooms  run  from 
$1,020  to  $1,260  (914  255-1000). 

If  you're  willing  to  brave 
the  Minnesota  winter,  there's 
the  Bearskin  Lodge  Cross 


Country  Resort  in  northern 
Minnesota,  near  the  Boundary 
Waters  Canoe  Area  Wilder- 
ness. Its  30  miles  of  trails 
wind  through  woods  and  past 
frozen  waterways.  The  resort 
offers  tree-sheltered  cabins 
along  the  lake  and  private 
townhouses  attached  to  the 
main  lodge.  A  week  runs 
from  $600  to  $1,100  for  two 
(800  338-4170). 

LOG  CABINS.  In  Big  Sky, 
Mont,  Lone  Mountain  Ranch 
has  ski  trails  that  begin  at  the 
door  of  guests'  cozy  log  cab- 
ins and  wind  for  45 
miles  through  mead- 
ows, ridges,  and  moun- 
tain valleys.  Lone 
Mountain  is  surround- 
ed by  national  forests 
and  is  just  20  miles 
away  from  the  north- 
ern part  of  Yellow- 
stone National  Park. 
That's  where  one  of 
the  highlights  of  the 
stay  takes  place:  a  10- 
mile  trek  through  Yel- 
lowstone, with  skiing 
around  geysers  and 
past  wildlife.  For  two 
people  in  a  cabin,  the 
cost  is  $1,450  for  seven 
nights,  including  meals 
(406  995-4644). 

Located  in  the  Se- 
quoia National  Forest, 
California,  Montecito- 
Sequoia  Cross  Country 
Ski  Resort  is  a  rustic, 
low-key  retreat.  The 
resort  offers  52  miles 
of  trails  leading  to 
views  of  the  Great 
Western  Divide  and 
Kings  Canyon  National 
Park.  Take  the  ski  tour  to 
Grant  Grove,  where  sequoia 
trees  grow  more  than  250  feet 
tall.  At  night,  ski  in  the  moon- 
light, play  ski  football,  or  join 
a  camp  fire  sing-along.  A  five- 
night  stay  for  two  costs  $660 
and  includes  meals  (800  451- 
1505).  Suzanne  Woolley 
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NATURAL-GAS  FUNDS  COULD 
LIGHT  UP  YOUR  PORTFOLIO 


The  Exxon  Valdez  oil  spill 
may  be  the  best  thing 
that  ever  happened  to  the 
natural  gas  industry.  In- 
creasingly, natural  gas  is  be- 
ing hailed  as  an  environmen- 
tally sound  energy  source 
for  the  1990s.  And  gas  is  be- 
ing bolstered  by  deregula- 
tion, the  prospect  of  a  tough- 
er Clean  Air  Act  passing 
Congress  come  spring,  and 
the  Northeast's  increased 
need  for  energy.  "I  think 
that  natural  gas  stocks  are 
on  the  verge  of  a  real  break- 
out," says  Gary  Hovis,  direc- 
tor of  utility  research  at  Ar- 
gus Research  in  New  York. 

At  least  four  mutual  funds 
now  specialize  in  natural  gas 
pipeline  and  production  com- 
panies. So  far  this  year,  al- 
most all  of  them  have  kept 
pace  with  the  S&P  500-stock 


Gas  consumption — 
11.5%  growth  over 
the  past  two  years 


index.  Fidelity's  Select  Ener- 
gy Fund,  with  $80  million  in 
assets,  is  up  30%.  The  energy 
portion  of  Vanguard  Special- 
ized Portfolios,  with  $-56.1 
million  in  assets,  is  up  27.1% 
over  the  same  period.  Rush- 
more  Group's  American  Gas 
Index  Fund,  with  $58.5  mil- 
lion in  assets,  hasn't  per- 
formed as  smartly  but  is  still 
up  12.4%  since  its  launch  last 
April.  The  no-load  fund  in- 
vests in  the  107  publicly  trad- 
ed companies  that  are  mem- 
bers of  the  American  Gas 
Assn.  That's  roughly  857^  of 
the  industry,  according  to 
Rushmore  portfolio  manager 
Daniel  Ryczek,  who  says 
that  makes  the  fund  an  in- 
dustry index. 

The  newest  gas-related 
fund  is  the  Freedom  Envi- 
ronmental Fund,  part  of  the 


Boston-based  Freedom  Capi- 
tal Management.  The  fund, 
which  began  selling  shares 
in  September,  is  allocating 
15%  of  its  $45  million  to  natu- 
ral gas  distribution  compa- 
nies. The  fund  owns  stock  in 
Anadarko  Petroleum,  Con- 
solidated Natural  Gas,  Equi- 
table Resources,  and  Wil- 
liams Cos.,  says  portfolio 
manager  Ned  Weld. 
HEADING  NORTH.  Fidelity  and 
Vanguard  are  more  heavily 
invested  in  gas-related  com- 
panies. "Roughly  40%  of  our 
stocks  are  in  companies  that 
have  above-average  expo- 
sure to  natural  gas  prices," 
says  Fidelity's  Frank  Brack- 
en. His  largest  holdings  are 
in  Maxus  Energy,  Adobe  Re- 
sources, Renaissance  Ener- 
gy, Apache  Petroleum,  and 
Burlington. 

Ernst  von  Metzsch,  senior 
vice-president  of  Wellington 
Management  in  Boston,  over- 
sees the  $56.1  million  energy 
portion  of  Vanguard  Special- 
ized Portfolios.  About  60%  of 
the  portfolio  is  gas-related. 
Von  Metzsch  thinks  U.  S. 
gas  producers  are  fully  val- 
ued, so  he's  focusing  on  Ca- 
nadian companies  such  as 
Chauvco  Resources,  Ulster 
Petroleums,  Morgan  Hydro- 
carbons, and  Renaissance. 

Although  some  experts 
contend  that  there  is  enough 
gas  to  last  several  centuries, 
others  say  there  is  far  less. 
But  most  agree  that  the  next 
decade  will  be  a  profitable 
one  for  the  industry.  Two 
years  ago,  Congress  lifted  a 
ban  on  the  use  of  natural 
gas  by  utilities,  imposed  orig- 
inally for  the  sake  of  conser- 
vation. That,  in  part,  has  led 
to  an  11. .5%  increase  in  gas 
consumption.  And  the  new 
Clean  Air  Act  could  require 
utilities  to  cut  emissions  of 
sulfur  dioxide  by  50%,  which 
may  turn  more  of  them  away 
from  coal — and  toward  natu- 
ral gas.  Laura  Zinn 


Gadgets 

PASSING  A  CLEAN  AIR  ACT 
IN  YOUR  HOME 


Short  of  walking  around 
town  with  a  gas  mask, 
there  isn't  much  you 
can  do  to  protect  yourself 
from  outdoor  air  pollution. 
But  indoor  pollution,  which 
can  be  just  as  dangerous,  is 
easier  to  remedy.  Air  filters — 
inexpensive  portable  ones  or 
elaborate  central  units — can 
largely  eliminate  airborne 
particles. 

The  best  portable  electronic 
cleaners  can  remove  up  to 
95%  of  pollen,  grease,  smoke, 
pet  dander,  and  other  contam- 
inants from  a  room's  atmo- 
sphere. Honeywell's  F59  con- 
sole model  (about  .$600)  can 
recirculate  the  air  in  a  25-by- 
22-foot  room  AV2  times  an 
hour.  Trion's  Console  II 
(about  $440)  has  similar  clean- 
ing abilities.  Bionaire's  table- 
top  sized  BT-1000  ($129)  can 
ably  tackle  smaller  rooms. 
Most  of  these  work  by  a  pro- 
cess called  electrostatic  pre- 
cipitation: Dirty  air  particles 
are  electrically  charged  and 
then  caught  on  plates  inside 
the  filter. 

If  you  want  to  clean  more 
than  one  room,  it's  best  to  in- 
stall a  unit  that  attaches  to 
the  central-heating  or  air-con- 
ditioning system.  There  are 
two  types:  conventional  units 
that  filter  air  through  fiber- 
glass or  other  material,  and 


electronic  units.  Most 
pads  catch  only  big  parti 
missing  bacteria  and  vin 
and  they  have  to  be  cha 
frequently — about  once  e 
other  month.  Of  this 
Space-Gard  makes  a  dej 
high-efficiency  filter.  It  c 
about  $350  to  $500,  inclu( 
installation. 

A  more  efficient  altern; 
is  the  electronic  aluminum 
ter,  which  works  by  elec 
static  precipitation.  The  I 
ey\vell  F.50E  costs  from 
to  $1,100,  depending  on 
much  duct  work  has  to 
done.  Its  cell  (a  metal  fi! 
can  be  removed  and  was 
in  a  dishwasher  about  om 
month.  Trion's  Max  4  ab 
taches  to  the  heating  sys 
and  costs  a  bit  less- 
$600,  including  installatio 

It's  important  to  keep 
tronic  units  clean  beca 
they  produce  ozone  as  a 
product  of  the  ionization 
cess  that  purifies  the 
Some  environmental  e 
caution  that  ozone  could 
harmful  levels  if  the  fil 
are  dirty.  But,  says  E 
Feldman,  a  representativ 
the  U.  S.  Environmental 
tection  Agency's  Indoor 
Div.:   "If  the  machine 
installed  and  operated  pro 
ly,  ozone  should  not 
problem."  Kim  Jai 
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IF  YOU  THINK  A  FAX  IS  A  FAX, 
THEN  YOU  DONT  HAVE  ALL 

THE  FACTS. 


FACT  The  Sharp  FO-330 
is  the  first  small  fax  machine 
with  high-tech,  high- 
performance  features. 

FACT  The  FO-330  auto- 
feeds  up  to  10  pages  at  a  time, 
so  you  save  time  and  money. 

FACT  The  Sharp  FO-330 
is  equipped  with  an  auto- 
cutter.  That  makes  a  big 
difference  when  you  get 
a  20  page  fax. 

FACT  Its  sixteen-shade 
halftone  control  lets  you 
send— and  receive— clear, 
crisp  pictures. 

FACT  With  its  32  num- 
ber auto-dialer  and  full-size 
key  pad,  the  Sharp  FO-330 
lets  you  dial  faster  and  more 
accurately. 

FACT  The  Sharp  brand 
outsold  all  other  fax  machines 
in  1987  and  1988.Toget  even 
more  facts  on  the  FO-330  fax, 
call  1-800-BE-SHARR 
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Collecting 

HARVESTING 
ANTIQUES  IN 
THE  BIG  APPLE 

lor  most  collectors,  "an- 
Itiquing"  means  spending 
an  afternoon  meander- 
ing along  back  roads  from 
one  dust}-,  rural  antique  shop 
to  the  next.  Although  you're 
apt  to  find  a  bargain,  the  se- 
lection tends  to  be  limited. 
But  if  it's  sheer  diversity  and 
volume  of  antiques  you're  af- 
ter, few  U.  S.  cities  can  match 
New  York. 

Creme  de  la  creme  territo- 
ry  is  the  Upper  East  Side, 
where  Sotheby's  holds  court. 
Here,  shop  and  auction  prices 
for  eventhing  from  Queen 
Anne  to  art  deco  are  setting 
records.  Most  prices  are  up 
10%  to  20%  over  last  year  for 
items  selling  between  §1,000 
and  §25,000. 

Prices  aren't  exactly  soft  in 
the  town's  second  big  an- 
tiquing area:  downtown,  be- 
low 14th  Street.  But  in  this 
sprawling,  often  ignored  sec- 
tion, you  can  frequently  beat 
uptown  costs  by  10%.  often 
much  more,  and  the  array  of 
quality  antiques  and  collect- 
ibles may  sui-prise  you.  Here 
are  some  touring  suggestions: 
■  Soho.  Allow  an  afternoon 
for  this  bustling,  vibrant  sec- 
tion south  of  Greenwich  Vil- 
lage betw'een  Houston  and 
Canal  Streets.  For  vintage 
American  and  European  post- 
ers, 1800-1950,  there's  Posters 


SOHO  SOJOURN:  VINTAGE  POSTERS  FROM  EUROPE  AND  THE  U.S. 


at  60  Grand  St.  Owner  Philip 
Williams  manages  to  smartly 
undersell  the  uptown  competi- 
tion. A  1900  Maxfield  Parrish 


GROVE  DECOYS 
DUCKS  GO  FOR 
$250  TO  $6,500 


of  good  qualilv  recentlv  sold 
for  $1,200,  while  a  full  folio 
Dubonnet  poster,  1908,  in  A-1 
condition,  went  for  §1,400. 
The  uptown  price  ranges 
from  81,800  to  82,000. 
You  will  find  several  deal- 


^-4       1  ^  «j 

WEST  VILLAGE  FINDS:  OFFBEAT  FOLK  ART  FROM  CYNTHIA  BENEDUCE 


ers  in  art  deco  furniture  in 
Soho.  Alan  Moss  Studios  at  88 
Wooster  has  a  potpourri  of 
art  deco  furniture  and  acces- 
sories from  8500  to  85,000 
plus  a  selection  of  art  mo- 
derne  of  the  '40s  and  '50s.  Be 
aware  that  deco  reproductions 
appear  in  some  shops — some 
times  not  distinguished  from 
the  real  thing. 

In  the  west  part  of  Soho, 
Classic  Toys  (69  Thompson)  is 
a  must  for  a  fancier  of  rare 
toy  soldiers  and  miniatures.  A 
pre-World  War  H  7-inch  long 
German  armv  tank  made  by 
Tipco  sells"  for  §1,100;  a 
matching  staff  car  is  $775, 
and  an  antitank  truck  and 
gun  is  $325.  A  set  of  30  1930s 
Turkish  riflemen  by  the  Ger- 
man maker  Heyde  is  $450. 
■  Greenwich  Village.  Some  of 
Xew  York's  best  antique  deal- 
ers are  along  upper  Bleecker 
Street  above  10th  Street.  At 
I'ierre  Deux  (369  Bleecker), 
I  he  18th  and  19th  century 
French  country  furniture 
ranges  from  $1,000  to  $15,000. 
A  simple  18th  century  kitchen 
table  in  chestnut  was  recently 
priced  at  $1,900,  while  a  fine 
cherrywood  eight-foot,  one- 
door  armoire  from  Brittanv 


'  was  815.500.  Sleep  tho| 
tliese  prices  seem,  they 
lieat  some  found  on  the  U| 
Fast  Side.  At  R.J.  King 
Bleecker).  similar  imports 
offered,  and  prices  are  "nl 
tiable."  Be  sure  to  see  [ 
-hop's  lower-cost  annex,! 
•>>ining  on  Charles  Street.! 

There's  unusual,  offlj 
:i)lk  art  at  Cynthia  Bened 
«o88  Bleecker) — a  big.  \\ 
wooden  barber  pole  at 
for  example.  At  nearby  GJ 
Decoys  (49  Grove),  a  na 
popular  collectible — 4-incll 
10-inch  wooden,  tin-finned  | 
decoys  that  are  used  for 
fishing — cost  §85  to  §1J 
Dealer  William  Bender 
has  plenty  of  investmentn 
ity  duck  decoys  at  §25 
§6.500.  He  carries  the  worl 
noted  carver  Elmer  Qvo\ 
whose  pieces  have  been 
tioned  in  New  England 
prices  far  higher  than  B| 
er's.  However,  prices  of 
decoys  have  been  leveling 
in  recent  months. 

Another  dealer  to  see  '\i 
leen  Lane  (52  E.  11th 
where  striking  Swedish  fJ 
ture  in  "blond"  birch,  1831 
1860,  and  elegant  Swedish  [ 
deco  stvles  go  for  $50 
$5,000.  "  Joe  Wil 

CLASSIC  TOYS'  $775  REPLICA 
OF  A  GERMAN  ARMY  STAFF  ( 


Worth  Noting 

■  FAX  FACTS.  Accessories 
fax  machines  are  prolife: 
ing  as  fast  as  faxes  th 
selves.  Electronic  Modu 
$900  SmarterFax  stores 
signals  much  like  an  ans 
ing  machine  holds  voice 
sages,  so  travelers  can 
in  from  any  fax  machine| 
"pick  up"  their  faxes. 

■  TAX  TACTICS.  MECA  Vi 

tures'  new  tax  software, 
drew  Tobias'  TaxCut  (1 
boasts  input  from  Tobias 
tax  lawyer  Dan  Caine,  wh( 
own   Ask   Dan  softwi 
ranked  high  with  reviewe 
TaxCut  lets  you  do  "what 
scenarios  and  prints  out 
1040  and  39  other  forms. 
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PERSONAL  BUS 


Mfe'reMakinglt  Easier  R)r 
.  SdsToRxus  CtaTheir  Studies. 


GTE  has  been  adding  some  new  tools  to  the 
classroom.  High  tech  equipment  like  electronic 
scales,  laser  discs  and  oscilloscopes. 

It  s  all  part  of  a  grant  program  for  secondary 
math  and  science  teachers  called  GIFT— Growth 
Initiatives  For  Teachers. 

A  program  that  provides  funds  for  teachers  to 


RiBollinjit 

h 


pilinl  123 


It 


109 


enhance  their  teaching  by  attending  classes,  semi 
nars  and  workshops,  and  purchasing  equipment. 

If  s  just  one  way  GTE  is  working  to  improve  thC  " 
quality  of  education.  And  helping  students  and  :  * 
teachers  focus  on  whats  really  important.  ' 

To  receive  GIFT  information  in  California,  " 
please  call  800-251-4261.  ' 


THE  POWLR  IS  ON 


150B-CA 


ex  to  Companies 

IX  gives  the  starting  page  for  a  story  or  feo- 
a  significant  reference  to  a  company.  Most 
ies  are  indexed  under  their  own  names, 
ies  listed  only  in  tables  are  not  included. 


Deutsche  Bonk  102 

Disney  (Walt)  68 

Digital  Equipment  108 

Dixons  Group  109 

Dow  Chemical  135 

Drexel  Burnhom 
Lambert  96,  98 

DRI/McGraw-Hill  50 

Du  Pont  1 14 


EG&G  50 

Emigrant  Savings  Bank  104 
Exxon  Chemical  135 


Federal  Express  50 

-idelity  Investments  62, 
108, 146 

Hnacor  Anstolt  58 

First  Boston  96 

First  Republicbonk  96 

Frederick's  of 
Hollywood  64 

Freeport-McMoran  68 

G 


Genentech  68 
General  Dynamics  50 
General  Electric  50,  108 
Genetics  Institute  123 
GM  18,96 

Greater  New  York  Savings 
Bonk  104 

Grumman  90 
H 


HecIa  Mining  99 

Heinz  84,88 

Herschel  Shosteck 
Associates  8 

Hestair  62 

Hitachi  114 

Honeywell  148 

Hongkong  &  Shanghai 
Banking  76 

Houdaille  Industries  18 

Hutton  (E.F.)  Group  59 

I 


IBM  62,  108 
Intel  109,  127 
investcorp  68 

J 


Johnson  &  Johnson  123 

K 


KD  Equities  96 
Kelly  Services  62 


Kohlberg  Kravis 
Roberts  18,96 

Korbel  92 
L 


Leaseway 
Transportation  96 

Lockheed  114 

Long-Term  Credit  Bonk  of 
Japan  76 

LVMH  92 

M 


M/A-Com  68 

Management  Company 
Entertainment  Group  142 

Manufacturers  Hanover 
Trust  98 

MCA  76 

McDonnell  Douglas  50 
Merrill  Lynch  146 
MGM/UA  76 
Micron  Technology  109 
MidCon  108 
Milliken  114 
Morgan  Grentell  102 
Motorola  8 
Moet  &  Chandon  92 


National  Semiconductor  62 
Nestle  88 
Nintendo  127 
Northern  Trust  8 
Nutri/System  88 

o 


Occidental  Petroleum  135 
Olsten  62 
Orion  Pictures  142 
Ortho  123 


PoineWebber  108 
Pan  Am  58 
PepsiCo  130 
Piper-Heidsieck  92 
Pommery  et  Greno  92 
Price  Waterhouse  56 
Primerica  98 
Procter  &  Gamble  62 


Quaker  Oats  62 
R 


Roycom  138 
RCA  108 

Resorts  International  96 


Revco  D.S.  96 
Rockwell  International  50 
Rothschild  96 
Ruddick  104 


Salomon  Brothers  18 

ScharfFenberger  Cellars  92 

Seaman  Furniture  96 

Sears,  Roebuck  96 

Seiko  Epson  114 

Sentinel  Computer 
Services  108 

Shearson  Lehman 
Hutton  59,  146 

Showo  Denko  114 

Sierra  Ventures  68 

Skill  Bureau  62 

Smith  Barney,  Harris 
Uphom  98 

SmithKline  Beecham  68 

Sony  22,  130 

Sotheby's  150 

Southland  96 

Spiegel  64 

StayWell  Health 
Management  Systems  8 

Stouffer  Foods  88 

Structured  Computer 
Systems  108 

Sumitomo  Trust  Finance 
(Australia)  76 

Sun  Microsystems  127 

Systems  &  Processes 
Engineering  127 


T.  Rowe  Price  146 

Tele  Planning 
International  138 

The  Limited  64 

Toyota  18 

Trans  World  Airlines  58 
TronsGene  68 
Tri-Star  Pictures  142 


UAL  96 
Unilever  88 
UPl  18 
Upjohn  68 
USX  58 

V 


Varta  Batterie  114 
Veuve  Clicquot  92 
Victoria's  Secret  64 

w 


Wang  Laboratories  108 
Westinghouse  58,  127 


Xerox  Credit  108 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  OiKlnd.) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

  in 

27 
million  i 
Americans] 
can^read.i 
And  guess  i 
whopsiys 

the  price.  \ 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


11  CSalition  for  Literacy 
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Keeping  the  wheels  of  industi  v 
turning  these  davs  takes  more 
than  ( apitai-ii  also  takes  a  steady 
flow  of  ideas  for  putting  that  capi- 
tal tol)est  use.Thal'swh)  hundreds 
of  companies  whose  business  rims 
on  wheels  have  turned  to  GE  Capi- 
tal iorhnancial  services. 

One  of  our  capital  ideas  paiied 
the  fast-growing  Kast  and  West 
coast  business  of  PenskeTruck 
Leasing  with  the  strengths  of  our 
leasing  operations  in  the  country's 


interior  This  synergy  built  a 
nationwide  joint  \  enture  that  has 
overrx'i.OOO  vehicles  on  the  roll. 

C.ipital  ideas  are  keeping  .Amer- 
ica's railcars  on  the  right  ti  ack, 
too-custoniers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Ser\'ices  are  spai  ed  not  only  the 
capital  in\estment,but  also  main- 
tenance worries. 

Oin  vehic  le  fleet  management 
e.xpertise  gave  us  the  capital  idea 
to  ofler  our  corporate  fleet  man- 


ager customers -whether  they 
lease,  own  or  reimburse-a  range 
of  v  alue-added  ser\  ices:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  gr(  )wing 
theii  businesses  in  a  do/en  states, 
helped  bv  Capital  ideas  for  inven- 
tory financing,  workingcapital  and 
real  estate  k)ans,  and  acquisition 
f  unding  to  add  new  dealerships. 


Whether  or  not  your  busine 
depends  on  wheels,  chances  ar 
GE  Capital  has  a  truckload  of 
ideas  fi  )r  helping  you  keep  it  ir 
the  fast  lane. 

)ust  call  us  at  our  toll-free 
number:  1 800  243-2222. 

That's  all  it  takes  to  get  theba 
rolling 

Not  Just  C^ita 
Coital  Ideas. 


Coital  Meas 
get  rolling 

at  GE  Ck)itaL 


m 

iBlHI 
h 


ami 
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/estment  Figures  of  the  Wee 


TARY 

rkets  around  the  world 
lid  gains  for  the  week. 
Jones  industrials  rose  al- 
)oints,  or  1.9%,  despite 
Bcted  move  by  the  Fed- 
ve  to  tighten  credit  and 
ce  of  any  surge  in  the 
stocks.  Gold  mining  is- 
nued  to  star  as  gold 
ved  above  $410  an 
e  increases  overseas 
1  more  impressive,  with 
julting  a  nifty  3.2%  and 
:e  again  hitting  a  new 


STOCKS 

Nov.  May 


Nov.      Nov.  22-29 


-  M 

52-week  change 

+  25.5% 


345 
343  60 


1-week  chonge 
+  1.2% 


BONDS 

Nov.      May  Nov. 


Nov.  22-29 


Shearson  Lehman 
Treasury  Index 


52-week  change 

+  10.1% 


1410  110 


1  -week  change 
-0.3% 


THE  DOLLAR 

Nov,      Moy      Nov.     Nov.  22-29 


1350  90 


1320  80 


1290  70 


J.  P.  Morgan 
Index 


52-week  change  1-week  change 

+  6.1%  -1.2% 


KET  ANALYSIS 

BCKS 

latest 

% 

Week 

change 

52 -week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JES  INDUSTRIALS 
PANIES  (Russell  1000) 
QMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

2688.8 
180.9 
168.1 
193.1 

1.9 
1.1 
0.9 
1.1 

27.2 
25.1 
18.3 
24.6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

7.9%, 
7.9% 
3.2% 
14.2 

7.9%, 
7.9% 
3.3% 
14.0 

8.3% 
9.1  % 
3.6% 
1 1.9 

%  (hanqe  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S  STOCKS 

Utest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

339.5 
38.9% 
0.25 
1.24 

338.4 

36.8% 
0.31 
1.56 

Positive 
Neutral 
Neutral 
Positive 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
(TSE  COMPOSITE) 

2255.6 
37,021.5 
3946.7 

3.2 
2.7 
0.1 

25.8 
25.2 
25.1 

ISTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stcKk  in  group 

% 

4-week 

change 

52-week 

Price 

ERING  AND  CONSTRUaiON 

22.4 

53.8 

COMBUSTION  ENGINEERING 

49.0 

45.5 

38% 

LL  EQUIPMENT 

12.5 

49.7 

BAKER  HUGHES 

17.0 

87.4 

241/8 

AINING 

12.2 

36.5 

HOMESTAKE  MINING 

12.7 

45.2 

18% 

rics 

12.0 

58.2 

AVON 

36.3 

94.0 

36% 

CAL  EQUIPMENT 

11.7 

35.4 

WESTINGHOUSE 

14.5 

45.8 

74 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

-7.3 

57.9 

MATTEL 

-9.8 

89.0 

17 1/4 

hIING 

-6.6 

0.7 

DUN  &  BRADSTREET 

-16.6 

-20.8 

411/2 

MENTATION 

-6.3 

-6.3 

HEWLETT-PACKARD 

-7.2 

-6.9 

43% 

>ACE  AND  DEFENSE 

-4.9 

12.7 

MARTIN  MARIETTA 

-17.8 

-2.1 

39% 

UILDING 

-4.2 

33.7 

PHM 

-12.9 

47.9 

131/2 

UAL  FUNDS 


mORNINGSTAR  INC 


i 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

EGIC  INVESTMENTS 

)  SERVICES  GOLD  SHARES 

NATIONAL  INVESTORS 

24.8 
22.8 
18.4 

ROCHESTER  GROWTH 
SECURITY  OMNI 

NATIONAL  REAL  ESTATE  INCOME 

-4.1 
-3.8 
-3.4 

total  return 

% 

S2-week  total  return 

% 

SMALL  CAPITALIZATION  PORTFOLIO 
tAN  DEAN 

CIAL  STRATEGIC  HEALTH  SCIENCES 

78.5 
73.5 
67.8 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
STRATEGIC  GOLD/MINERALS 
NATIONAL  REAL  ESTATE  INCOME 

-15.8 
-8.9 
-4.8 

j&p  500 
4-week  total  retun 


tmiiirWi  Averoqe  fund 
52-weel<  total  return 


JIVE  PORTFOLIOS 


DATA  RESOURCES  INC, 


nounts 

it  the  present 

$10,000 

one  year 
ach  portfolio 

jes  indicate 
total  returns 


U.  S.  stocks 
$12,986 

+  1.89% 


Treasury  bonds 
$12,482 

+  0.17% 


Foreign  stocks 
$11,230 

+  3.03% 


nil 


Money  market  fund 
$10,734 

+  0.16% 


Gold 
$9,656 

+  2.63% 


I  this  page  are  as  of  market  close  Wednesday,  Nov.  29,  1989,  unless  otherwise  indicated. 
>ups  include  S&P  500  companies  only,-  performonce  and  share  prices  are  as  of  market  close 


Nov.  28  Mutual  fund  returns  are  as  of  Nov.  24.  Relotive  portfolios  ( 
detailed  explanation  of  this  poge  is  ovoilable  on  request. 


alued  as  of  Nov.  28.  A  more 
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SURE,  CUT  DEFENSE— 
BUT  WITH  A  STEADY  HAND 


The  currents  of  history  are  now  moving  so  rapidly  that 
prospects  of  an  enduring  accommodation  between 
East  and  West— which  seemed  an  impossible  dream  a 
few  years  ago — have  become  not  only  real  but  tangible. 
Economic  pressures  reinforced  by  the  massive  tide  of  world 
opinion  and  the  remarkable  developments  in  Eastern  Europe 
are  moving  the  two  superpowers  decisively  in  the  direction 
of  peace  and  disarmament. 

For  the  U.  S.,  the  fruits  of  scaled-back  defense  spending 
would  be  dazzling.  At  the  very  least,  cuts  in  projected  spend- 
ing would  reduce  the  budget  deficit,  lower  interest  rates, 
and  enhance  private  investment.  But  defense  cuts  also  prom- 
ise to  make  significant  funding  available  for  infrastructure, 
education,  the  environment,  the  war  on  drugs,  and  other 
needs  that  have  been  woefully  neglected  in  the  past  de- 
cade— to  the  detriment  of  our  economic  performance. 

That  doesn't  mean  the  transition  to  a  peace  economy  will 
be  simple  or  painless.  Every  cut  will  hurt,  and  some  commu- 
nities and  industries  are  particularly  vulnerable.  Moreover, 
legislators  tend  to  resist  any  cutbacks  affecting  their  con- 
stituencies. In  short,  political  bickering  threatens  to  turn  the 
defense  build-down  into  a  wasteful  and  chaotic  free-for-all. 

The  answer,  as  several  bills  now  before  Congress  suggest, 
is  clearly  to  phase  down  spending  in  a  planned,  orderly  way, 
with  the  least  dislocation  for  those  involved.  Research  on  the 
process  of  restructuring  from  military  to  civilian  ends  is 
needed.  To  ease  the  trauma  of  this  transition,  some  of  the 
funds  released  from  defense  spending  should  be  allocated  to 
retraining  and  planning  efforts  involving  business,  govern- 
ment, and  labor.  Whatever  its  payoff  in  terms  of  bringing 
the  Russians  to  the  bargaining  table,  the  defense  buildup  of 
the  1980s  was  a  chaotic  and  extravagant  mess.  Congress  and 
the  Administration  must  act  to  ensure  that  the  shift  to  a 
peace-oriented  economy  is  not  similarly  flawed. 


INSURE  DEPOSITORS, 
NOT  DEPOSITS 


The  savings  and  loan  bailout,  euphemistically  dubbed 
the  Financial  Institutions  Reform,  Regulation  &  En- 
forcement Act  (FIRREA),  has  averted  disaster.  But  it's 
not  yet  time  to  cheer,  firrea  fails  to  address  the  root  cause 
of  the  crisis:  the  license  provided  by  federal  deposit  insur- 
ance to  banks  and  thrifts  to  gamble  with  depositors'  money 
while  offering  them  an  ironclad  guarantee  that  their  funds 
are  safe. 

How  should  deposit  insurance  be  reformed?  One  way  is  to 
borrow  an  idea  from  medical  and  auto  insurance  and  impose 
a  deductible— say  $500 — on  the  depositor.  That,  proponents 
say,  would  make  everyone  more  careful  in  choosing  a  bank. 
Another  approach  would  make  the  banks  themselves  more 
careful  by  charging  higher  premiums  to  banks  that  engage 


in  risky  lending  practices.  But  deductibles  could  harm  U5f 
phisticated  small  savers,  while  risk-adjusted  insurance  « 
miums  would  force  already  overtaxed  regulators  to  dec! 
what's  risky  and  what  isn't. 

The  best  tack,  we  think,  is  to  protect  depositors  rae 
than  deposits.  Limiting  insurance  to  $100,000  per  depoio) 
rather  than  $100,000  per  deposit  could  not  hurt  those  t 
modest  savings.  But  it  would  prevent  wealthy  deposip 
from  maintaining  multiple  insured  accounts  at  diffeb 
banks.  And  it  would  prevent  deposit  brokers  from  spooi>. 
institutional  money  into  a  myriad  of  insured  accounts  i 
thrifts  that  court  large  deposits  v/ould  be  forced  to  belv 
in  ways  that  build  the  confidence  of  sophisticated  deposit-; 

With  savers  pouring  $360  billion  into  uninsured  mct; 
market  funds,  such  a  cutback  in  deposit  insurance  w^ j: 
hardly  inhibit  savings.  But  it  would  subject  an  industry  a 
has  won  considerable  freedom  from  regulatory  controls  > ; 
healthy  dose  of  free  market  rigor  and  would  offer  welcri 
protection  to  the  poor  guy  who  has  been  picking  up  thei! 
for  its  mistakes:  the  hard-pressed  American  taxpayer. 


THE  ENVIRONMENT: 
BUSH  HAS  FAR  TO  GO 


After  tarnishing  his  image  by  moving  slowly  in  h 
wake  of  the  Exxon  Valdez  oil  spill,  George  Bus  i 
showing  some  signs  that  he  is,  indeed,  the  envi'j 
mentalist  that  he  promised  he  would  be  in  the  1988  eleco- 
campaign.  He  moved  forcefully  to  break  a  long  stalertf 
over  clean-air  legislation.  His  Administration  has  tighttsc 
fuel-economy  standards  for  autos,  issued  tough  rules  m 
ning  asbestos,  and  ordered  strict  new  controls  on  car:j 
causing  benzene.  And  his  Environmental  Protection  Agi 
chief,  William  K.  Reilly,  is  staking  out  tough  positions 
number  of  issues  (page  135). 

Such  moves  deserve  applause.  But  growing  internati 
and  domestic  concern  about  the  environment  suggests 
more  can  and  should  be  done.  For  one  thing,  the  U.  S. 
the  highest  per  capita  consumption  of  fossil  fuels  in 
world  and  the  lowest  gasoline  taxes  of  any  industrial  na 
The  Administration  can  encourage  energy  conservatic 
raising  gasoline  taxes,  boosting  auto  fuel-efficiency 
dards  again,  and  promoting  alternative-energy  use  and 
search.  The  payoff  would  go  beyond  environmental  ben 
and  help  reduce  our  budget  and  trade  deficits. 

On  the  international  front,  the  Administration  was  rot] 
ly  criticized  at  a  recent  conference  in  the  Netherlands  onj 
greenhouse  effect  after  the  U.  S.  declined  to  join  sevl 
European  nations  in  setting  a  timetable  to  stabilize  can 
dioxide  emissions.  The  response  makes  it  clear  that  Wj 
ington  stands  in  danger  of  losing  its  leadership  roW 
environmental  matters  at  a  time  when  such  issues  are  a 
ing  to  the  fore  in  the  world  community.  At  the  next  meei 
on  global  warming,  scheduled  for  February,  U.  S.  negi 
tors  must  be  better  prepared.  Bush  should  not  only  off| 
timetable  for  compliance  but  also  a  plan  that  takes 
account  the  fears  of  industrializing  nations  that  environii|] 
tal  rules  could  thwart  their  economic  growth. 
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''It^  always  better\ 
to  negotiate  Jrvm  ' 
a  position  ofpowerT 

In  the  conference  room  or  on  the  highway,  : 
the  more  support  you  have  behind  yqu,  the  more 
moves  you  can  make  with  absolute  confidence.  ] 
That's  the  whole  idea  of  the  extra  powerfiil  156-hp,  : 
foiir-cam,  24-valve  Camry  V6  engine.  Designed  ' 
to  deliver  that  extra  boost  in  passing,  climbing  or 
jtowing  power,  it  gives  you  the  advantage  in  chal-\ 
lenging  transactions  on  the  road.  Yet  it  provides  I 
you  with  roomy  comfort  you  can  appreciate  even  ; 
at  your  quickest  executive  pace.  The  1990  Toyota  ] 
Camry  V6.  A  dynamo  for  a  dynamo. 

-Toyota,  I  love  what  you  do  for  me!* 


-800-GO-TOYOTA  for  more  information  and  the  location  of  your  nearest  dealer  Get  More  From  Life . . .  Buc 


i 


1989  Toyota  Motor  Sales,  U.S.A..  Inc. 


Imagine  what  a  Canon  Color  Laser  Copi  ii 


One  look  at  the  high  quality 
color  and  clarity  of  the  new 
Canon  Color  Laser  Copier  200  and 
its  benefits  for  business  become 
equally  cleai. 

After  all,  its  the  only  true  full- 
color  copier  for  business  with  Canons 
unique  Digital  Image  Processing 


System.  A  remarkable  technology 
that  uses  a  finely  focused  laser 
to  reproduce  graphics,  photos, 
slides,  or  negatives  at  quality 
comparable  with  professional 
printing.  An  extraordinary  236 
gradations  per  color  and  400 
dots  per  inch. 


Digital  creative  functions  a5» 
presentation  materials 
like  charts,  graphs  an 
transparencies  to  be 
enlarged  up  to  400^( ) 
reduced  up  to  '30%  " 
edited  instantly— ar 
all  with  complete 
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There  was  a  time  when  Edgar  Bronfman  Jr. 
showed  little  interest  in  the  family  business.  Now  he's 
running  it— and  creating  a  very  different  company 
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After  spending  most  of  his  youth 
steering  clear  of  the  family  business, 
Edgar  Bronfman  Jr.  has  become  its 
driving  force.  At  34,  he's 
masterminding  a  plan  to  protect  the 
$6  billion  empire  from  the  sagging 
fortunes  of  the  liquor  industry.  The 
basic  strategy — to  move  upscale  in 
spirits  and  to  diversify — seems 
sensible.  And  Bronfman  vows  to  get 
the  job  done  'or  die  trying' 

96  THE  HOUSE  OF  BRONFMAN 

A  Hquor  empire  built  on  an  odd 
cornerstone:  Prohibition 


Top  of  the  News 

40  BUSH'S  GRAND  PLAN 

He  wants  the  U.  S.  to  be  a  catalyst 
for  solving  tensions  among  the  allies 

42  TO  60RBY,  FROM  GEORGE 

Among  Bush's  promises:  Lower 
tariffs  and  GATT  participation 


43  McCAW  LANDS  LIN 

But  it  will  take  explosive  growth  for 
the  cellular  network  to  pay  off 

44  EUROPE'S  LBO  FEVER  COOLS 

The  shaky  Isosceles  deal — Europe's 
biggest — may  slow  buyout  activity 

45  RING  AROUND  THE  ROSIE 

Kinder-Care  shareholders  reel  again 

46  BACK  TO  EARTH  AT  CHRYSLER 

Its  aerospace  unit  is  on  the  block 

47  AIRBUS'  REFORMER  BAILS  OUT 

Robert  Smith  runs  into  a  stone  wall 

47  TYPESETTER  TURNED  INSIDER? 

The  SEC  charges  a  suspect 

48  READING  POSNER  THE  RIOT  ACT 

Fischbach  directors  want  him  out 

50  THE  EDUCATION  OF  BOBBY  INMAN 

An  LBO  is  tripping  him  at  Westmark 

52  THE  OWNERS  PLAY  SOFTBALL 

How  l)aseball  may  ward  off  a  strike 

54  IN  BUSINESS  THIS  WEEK 

California  auto  insurance  rates, 
Meritor,  AMA,  Danny  Wall,  the  big 
bout,  McGraw-Hill,  Control  Data 


International 

62  JAPAN 

Increasingly,  the  U.  S.  is  viewed  as  a 
nation  in  sharp  decline 

66  WEST  GERMANY 

The  younger  CEOs  who  are  taking 
control  share  a  global  awareness 

68  INTERNATIONAL  OUTLOOK 

Philippines  casualty:  The  economy 

Economic  Analysis 

28  ECONOMIC  VIEWPOINT 

Becker:  What  our  schools  need 

32  ECONOMIC  TRENDS 

Europe's  merger  mania,  wages, 
Japan's  'cocooning,'  hiring  outlook 

37  BUSINESS  OUTLOOK 

Manufacturing's  gloom  won't  spread 

Government 

59  WASHINGTON  OUTLOOK 

Santa  and  his  reindeer  could  fit 
through  the  holes  in  this  ethics  bill 


iUSINESS  WEEK/DECEMBER  18,  1989 


The  scenery  from  Ft.William  to  Mallaig 
has  been  cMed  the  most  beautiM  in  Scotland 

See  it  from  a^Afest  Hi^and  Railway 
carriage  and  you'll  agree. 

It^  well  worth  getting  steamed  up  about. 
The  good  things  in  life  stay  that  way 


^ewafL 

#  WbUeLabm 

-»Cu    never  varies^^^ 

fluihmm 

^  The  Dewar  Highlands 


UP  FROM  LAWNMOWER  LOANS: 
THOMAS  HUGHES  MANAGES  BILLIONS 
AT  NAVY  FEDERAL,  ONE  OF  MANY 
CREDIT  UNIONS  THAT  LOOK  AND  ACT 
LIKE  BANKS— WITHOUT  THE  RED  TAPE 
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JAPANESE  ARE  GROWING  MORE 

CRITICAL  OF  THE  U.S  AND  BECOMING 
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George  Hatsopoulos  and  his 
innovative  Thermo  Electron 

Science  &  Technology 

DEVELOPMENTS  TO  WATCH 

Cleaner  buses,  antibody  production, 
making  supercomputers  look  slow, 
liver  transplants,  safer  sofas 

PIONEER'S  PIONEERING  PAYS  OFF 

After  a  decade,  its  laser-disk  players 
are  in  demand  at  last 

The  Corporation 

GALVANIZING  GE 

Jack  Welch's  streamlining  moves  are 
boosting  productivity  and  profits 

TYCO'S  TYKE-PLEASERS 

Oopsie  Daisy:  '89's  hot  new  doll 

NEW  HUB  FOR  AMERICA  WEST 

So  far,  it  has  no  Far  East  spokes 


Information  Processing 

107  BIG  BLUE'S  BLUES 

Although  IBM's  new  diet  will  cut 
costs,  the  computer  maker's  real 
problem  is  customer  impatience 

Finance 

112  THEY'RE  NOT  S&Ls,  BUT  .. . 

Credit  unions  may  be  tempting  fate, 
if  not  stricter  regulations,  as  they 
get  bigger  and  more  careless 

116  COMMENTARY 

Glass-Steagall  is  another  wall  that 
has  outlasted  its  day 


40   EAST  BERLINERS  LINK  UP  FOR  REFORM: 
THE  GOAL  OF  PAX  BUSH  IS  TO 
PROMOTE  A  POST-COLD-WAR  POLICY 
THAT  WILL  REUNITE  EUROPE  AND 
DEFINE  A  NEW  ATLANTIC  ALLIANCE 


118  TAINTED  ADVICE? 

More  Wall  Street  brokerages  are 
tying  analysts'  bonuses  to  sales 
of  the  stocks  they  follow 

120  INSIDE  WALL  STREET 

Is  a  takeover  tailgating  Chrysler? 
First  Mississippi  may  reroute 
Safety-Kleen  bets  on  recycling 

1 65  INVESTMENT  FIGURES  OF  THE  WEEK 

Marketing 

124  ANHEUSER'S  WARNING  SHOT 

Price-cut  threats  from  the  King  of 
Beers  have  rivals  plenty  scared — but 
that  may  be  all  it  has  in  mind 

Personal  Business 

1 54  EXECUTIVE  SUITE:  Tapping  retirees 

AUTOS:  Japanese-style  luxury 
SMART  MONEY:  The  dancing  Dow 
COLLECTING:  Tiffany  lamps 

BOOKS:  Season's  readings 

Features 

4  BUSINESS  WEEK  INDEX 
8  READERS  REPORT 

20  BOOKS 

Bork:  The  Tempting  of  America 
Bronner:  Battle  for  Justice 

163  INDEX  TO  COMPANIES 

166  EDITORIALS 

A  different  kind  of  superpower 
Learning  from  Japan's  biased  view 
Congress  should  let  weak  thrifts  fail 


iS  Week  (ISSN  0007-7135)  published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill  Inc  U  S  subscriber  rate  $39  95  per  year  In  Canada,  one  year  CDN  $54  95  Single 
B2  00  Executive,  Editorial,  Circulation,  and  Advertising  Offices  1221  Avenueof  the  Americas,  New  York,  N  Y  10020  Second-class  postage  paid  at  New  York,  NY,  and  at  additional  mailing 
Postage  paid  at  Ivlontreal.P  0,  Registration  Number  90 10.  Title  Reg  mU  S  Patent  Office  Postmaster:  Send  address  changes  to  BUSINESS  WEEK  P  O  Box  430,  Hightstown,  N  J  08520 


BUSINESS  WEEK/DECEMBER  18.  1989  3 


PRODUCTION 

Chonge  from  lost  week:  —0.7% 
Change  from  lost  year:  0.7% 

18i   


1967=100,  Four-week  moving  overage 


180 
175 


Nov.  25 
174,8 


LEADING 

Change  from  lost  week:  -0. 1  % 
Change  from  lost  year:  8.8% 

220 


215 


Mar. 
1989 


July 
1989 


205 


200 


1989 


The  production  index  dropped  sharply  for  the  week  ended  Nov.  25.  However, 
much  of  the  weakness  reflected  plant  closings  during  the  Thanksgiving  holiday. 
Seasonally  adjusted  rail-freight  traffic  and  output  of  coal,  aulos,  and  paper  declined. 
Production  of  trucks,  lumber,  paperboard,  steel,  and  electric  power  increased.  Crude- 
oil  refining  activity  was  unchanged  from  the  previous  week.  Before  calculotion  of  the 
four-week  moving  overage,  the  index  plummeted  to  172.1,  from  174.6. 

BV^  production  index  copyright  1989  by  McGraw-Hill  Inc 


The  leading  index  was  little  changed  for  the  week  ended  Nov.  25.  Slightl 
higher  stock  prices,  together  with  a  drop  in  the  number  of  business  failures  and  [ 
pickup  in  the  growth  rote  for  M2,  were  offset  by  higher  bond  yields  and  slowd 
growth  rotes  for  real  estate  loons  and  materials  prices.  Prior  to  calculation  of 
four-week  moving  overage,  the  index  was  down  slightly  to  219.8,  from  the  previoJ 
week's  level  of  220.3. 

Leading  index  copyright  1989  by  Center  for  Internotional  Business  Cycle  Research 


PRODUCTION  INDICATORS 


latest 
week 

Week  ° 
ago 

'o  change 
year  ago 

STEEL  (12/2)  thous.  of  net  tons 

1,654 

),716# 

-10.8 

AUTOS  (12/2)  units 

127,792 

80,647r# 

-22.1 

TRUCKS  (12/2)  units 

80,524 

48,0 12r# 

-16.9 

ELEaRIC  POWER  (12/2)  millions  of  kilowatt-hours 

53,394 

51,471  # 

2.9 

CRUDE-OIL  REFINING  (12/2)  thous.  of  bbl./doy 

13,549 

13,310# 

-0.6 

COAL  (1 1/25)  thous.  of  net  tons 

16,134# 

20,643 

1.1 

PAPERBOARD  (l  1/25)  thous.  of  tons 

732. 5ir 

707.8r 

2.2 

PAPER  (11/25)  thous.  of  tons 

750.0  # 

751.0r 

1.2 

LUMBER  (11/25)  millions  of  ft. 

347.7 

548.5 

7.1 

RAIL  FREIGHT  (11 /25)  billions  of  ton-miles 

15.9# 

20.2 

-0.6 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (12/6) 

144 

143 

123 

GERMAN  MARK  (12/6) 

1.77 

1.78 

1.74 

BRITISH  POUND  (12/6) 

1.58 

1.57 

1.85 

FRENCH  FRANC  (12/6) 

6.03 

6.08 

5.94 

CANADIAN  DOLLAR  (12/6) 

1.16 

1.17 

1.19 

SWISS  FRANC  (12/6) 

1.59 

1.59 

1.46 

MEXICAN  PESO  (12/6)^ 

2,663 

2,656 

2,300 

Sources:  Major  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (12/6)  $/troyoz. 

402.850 

410.100 

-4.7 

STEEL  SCRAP  (12/5)  #  l  heavy,  $/ton 

98.50 

98.50 

-8.8 

FOODSTUFFS  (12/4)  index,  1 967  =  1 00 

212.7 

213.2 

-7.4 

COPPER  (1 2/2)  «-/lb. 

114.8 

1 13.5 

-28.0 

ALUMINUM  (12/2)  «./lb. 

76.5 

75.5 

-29.5 

WHEAT  ( 1 2/2)  #  2  hard,  $/bu. 

4.39 

4.37 

5.0 

COTTON  (12/2)  strict  low  middling  1-1/16  in.,  ^•/Ib. 

64.93 

65.54 

19.9 

Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau 
Week.  Kansas  City  mkt.,  Memphis  mkt. 

,  Metals 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


STOCK  PRICES  (12/1)  S&P  500 


346.32 


341. 20r 


CORPORATE  BOND  YIELD,  Aaa  ( 1 2/ 1 ) 


8.89% 


INDUSTRIAL  MATERIALS  PRICES  (12/1) 


104.0 


105.3 


BUSINESS  FAILURES  (11/24) 


237 


243 


REAL  ESTATE  LOANS  ( 1 1  /22)  billions 


$349.4 


$349.4r 


MONEY  SUPPLY,  M2  (1 1/20)  billions 


$3,192.7     $3,181. 2r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (1 1/18)  thous. 


363 


316 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dur 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seos' 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 

Month 

ago 

%  Chai 
yean 

12  LEADING  INDICATORS  COMPOSITE  (Oct.)  index 

144.6 

145.2 

( 

NEW  HOME  SALES  (Oct.)  onnool  rate,  thous. 

649 

652 

-$ 

PERSONAL  INCOME  (Oct.)  annual  rate,  billions  $4,510.3 

$4,469.7 

/ 

PURCHASING  MANAGERS'  INDEX  (Nov.) 

46.6% 

47.6% 

-]( 

Sources:  Commerce  Dept.,  Notional  Association  of  Purctiasing  Management 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan 
yean 

MONEY  SUPPLY,  Ml  (11/20) 

$791.0 

$785.3r 

C 

BANKS'  BUSINESS  LOANS  (i  i  /22) 

320.1 

320.2r 

FREE  RESERVES  (11/29) 

450 

592  r 

-62 

NONFINANCIAL  COMMERCIAL  PAPER  (1 1/22) 

130.1 

131.3 

33 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
Q  two-week  period  in  millions). 

ree  reserves,  which  ore  exp 

ressed ' 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (12/4) 

8.51  % 

8.73% 

8.59 

PRIME  (12/5) 

10.50 

10.50 

10.50 

COMMERCIAL  PAPER  3-MONTH  (12/4) 

8.22 

8.24 

9.09 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/5) 

7.83 

7.86 

9.22 

EURODOLUR  3-MONTH  (1 1/29) 

8.33 

8.38 

9.29 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  ore  seosonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         N A  ~  Not  available         r  =  revised         NM  =  Not  meaningful 
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In  a  town  where  image  is  the  only  thing, 
plain  paper  faxes  are  the  only  choice. 


In  Hollywood,  anything  less  than  "perfection " 
isn't  good  enough.  Which  is  why  Canon  plain 
paper  faxes  are  playing  a  leading  role  in  busi- 
nesses there. 

People  in  Hollywood  love  the  way  a  fax 
printed  on  plain  paper  looks,  and  that  it  won't 
curl  or  fade,  even  after  years  of  storage. 

Not  all  plain  paper  faxes  are  alike,  however 
With  Canon,  you  get  the  benefits  of  plain  paper, 
plus  the  expertise  ol  a  company  who  for  over  40 
years  has  been  the  leader  in  imaging  technologies. 

Our  exclusive  UHQ  technology,  for  example, 
lets  you  fax  images  that  are  far  more  precise 
than  those  sent  on  conventional  plain  paper 


faxes.  It  ensures  that  evety  pan  of  your  docu- 
ment, from  small  type  to  photos  and  complex 
graphics,  airives  faithful  to  the  onginal  every 
time. 

Like  on  our  FAX-  630,  the  ideal  tax  tor  mid- 
volume  users. 

Or  on  our  FAX- 850.  With  Canon's  Dual 
Access  and  InstaScan  features,  it  saves  you  time 
by  sending  and  receiving  documents  that  have 
been  scanned  into  its  memory,  while  simulta- 
neously perfonning  other  advanced  functions. 

Call  1-800-OK  CANON.  See  how  Canon's  full 
line  of  Plain  Paper  Faxes  can  make  you  look 
better 


Canon 


FAX 


Communicating  Quality 
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HOW  SHOULD  AMERICA 
PAY  ITS  MEDICAL  BILLS? 


W; 


un- 


'ith  regard  to  your  Cover  Story 
("Ouch!  The  squeeze  on  your 
health  benefits,"  Nov.  20),  many  of  the 
root  causes  of  rising  health  care  costs 
are  within  our  society  and  our  govern- 
ment: the  enormous  i^nown  cost  of  habil- 
ity  insurance  and  the  enormous 
known  cost  of  defensive 
medicine,  the  unknown 
but  significant  financial 
burden  on  hospitals  of 
complying  with  govern- 
ment regulations,  and 
the  huge  cost  of  pharma- 
cological and  technologi- 
cal breakthroughs. 

The  other  big  culprit 
is  health  insurance, 
which  in  the  past  four 
decades  has  removed  the 
health  care  consumer 
from  the  driver's  seat.  I 
still  see  many  patients 
who  say:  "Don't  worry 
about  the  expense.  I  have  good  health 
insurance."  Plans  using  health-mainte- 
nance organizations  (HMOS)  and  pre- 
ferred-provider organizations  (PPOs)  do 
not  remedy  this  situation,  as  they  still 
put  a  third  party  in  the  primary  decision- 
making process.  We  seem  to  do  a  fairly 
good  job  of  shopping  for  cars,  houses, 
and  other  consumer  goods  in  a  free-mar- 
ket economy,  but  you  will  never  get 
Americans  to  be  good  health  care  con- 
sumers until  they  have  more  of  a  direct- 
ly perceived  economic  role  in  paying 
medical  bills.  Nothing  will  ever  change 
unless  that  part  of  the  machine  is  fixed. 

Richard  A.  Hurd  Jr.,  M.  D. 

Atlanta 

As  society  moves  toward  the  adop- 
tion of  some  form  of  government- 
controlled  health  plan,  we  need  to  deter- 
mine how  valuable  medical  advances 
are.  As  more  and  more  control  of  our 
health  care  choices  and  trade-offs  is  tak- 
en from  us  and  our  doctors  and  put  into 
the  hands  of  executives  and  politicians, 
we  will  lose  the  option  to  benefit  from 
these  technological  advances.  Health 
care  will  be  rationed  to  reduce  costs,  just 


as  it  is  now,  to  a  very  small  degree,  y" 
HMOs  and  PPOs. 

Tyna  Callaln 
Bos 

The  increasing  cost  of  health  care 
certainly  one  of  the  major  proble 
facing  our  nation.  But  to  contend 
"Washington  has  taken  the  lead  by  5 
ting  limits  on  how  much  it  will  pay 
treat  medicare  patients  in  hospitals" 
absurd.  This  is  not  c( 
cutting.  It  is  merely 
other  example  of  C 
gress'  talent  for  c( 
shifting,  which  results 
higher  charges  to 
tients  that  are  enrol 
in  group  plans.  Soi 
body  has  to  pay. 

The  only  way  to  ac 
ally  reduce  the  total  c 
to  our  society  is  to  hj 
all  health  paymei 
come  from  the  sai 
source.  Then,  if  m 
ments  were  reducd 
providers  would  haves 
adjust  their  expectations.  The  obvi( 
way  to  implement  this  is  national  heaj 
care.  But  would  the  total  cost  to 
nation  be  less  if  we  consolidate  f 
health  care  insurance  business  into  ; 
other  government  bureaucracy? 
would  be  interesting  to  know  the  ans\ 
to  that  question. 

Dale  L.  EichcRt> 
Cape  Elizabeth,  ]\ 

Your  Cover  Story  points  out  a  grc 
ing  concern  for  employers.  Belie' 
it  or  not,  even  hospitals  as  employ*  • 
share  this  concern  and  bear  this  burdt 
The  article  stated  that  business  a 
government  have  been  working  togetf 
to  control  health  care  spending.  C( 
trary  to  this  misconception,  governme 
has  been  quietly  shifting  an  increasi 
portion  of  its  responsibility  to  fu 
health  care  programs  for  elderly  and 
digent  people  to  the  private  sect 
Health  care  people  call  this  cost-shiftir 
but  in  reality,  it  is  tax-shifting. 

At  Hillcrest,  we  have  concluded  i\ 
the  problem  of  uncompensated  care  w 
continue  to  worsen  until  the  genei 
public — particularly  the  business  co 
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Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  knows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 

customers  are  telling  us  that  we're  #/  in  customer  satisfaction,  in  reliability 
M^k  /n  service,  in  copv  quality. 

H|  loin  the  Kodak  copier  family  of  customers  who  are 

_,«,_pi  1^  '     not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
^  designed  for  every  need,  and  now  there's  a  great  way  to 
^        '     save  on  every  Kodak  copier 

n  ^^^^^^  Call  for  details:  1 800  255-3434,  Ext.  152. 


The  new  vision  of  Kodak 


an  Kodak  Company,  /989 


The  Hotel  Royal  Taipei. 
Old  World  refinement  and 
sophistication  that's 
reminiscent  of  southern 

France.  Along  v^.ith 
uniquely  personalized 
service  that  helps 
make  a  stay  memorable. 
Experience  it. 


hotel  royal  taipei 

37-"  Section  2,  C^ung  Shan  North  RoaO,  Ta  pe:  Taiwa 
Tel   542-3266  Telex  23915 
CaDle  ROYAL  HTL  Fax  543-4897 


^nikkO  hotels  international 

For  reservations,  call  your  travel  agent. 
Japan  Air  Lines  office.  LRI 
or  Nikko  Hotels  International 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 
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munitj- — better  grasps  the  inflationary,' 
force  of  shifting  the  shortfalls  of  gov- 
ernment and  indigent  care  to  the  private 
sector. 

Business  and  government  may  be  in 
this  thing  together,  but  let  me  assure 
you  that  there  is  no  synergism  in  the 
paitnership.  The  shoulder-to-shoulder  ef- 
fort your  writers  mention  is,  in  realit\',  a 
trap  block — with  business  the  blind-sided 
"trapee." 

John  C.  Goldthorpe 
President 

Hillcrest  Healthcare  Svstem 
Tulsa 

An  effective  health  cost-containment 
policy  is  within  the  reach  of  all 
companies  if  they  would  but  use  it.  It 
consists  of  offering  employees  two 
things:  first,  a  choice  of  several  health 
plans  with  differing  coverages,  co-pay- 
ments, and  costs;  and  second,  a  flat  dol- 
lar amount  company  contribution  for  sin- 
gle, double,  and  family  policies.  This 
provides  the  company  with  capped  and 
predictable  costs,  prevents  "skimming" 
by  any  tj-pe  of  health  plan,  and  leaves 
the  cost/worth  decision  where  it  be- 
longs: with  the  employee. 

The  call  for  federal  financing  of 
health  care  ignores  the  government's 
track  record.  '"Managed  care,"  be  it  PPO 
or  H.MO,  has  withstood  the  necessan,- 
competitive  tests.  Calling  for  an  open 
fight  against  an  arrogant,  out-of-control 
medical  establishment  will  only  make  a 
complex  situation  worse. 

Charles  V.  Allen,  M.  D. 
Modesto,  Calif. 

lanaged-care  plans,  such  as  HMOs 
land  PPOs,  and  managed  feefor- 
senice  plans  show  much  promise  in  con- 
trolling costs.  But  state  legislative  acti\i- 
ty  that  would  undercut  these  cost- 
containment  efforts  is  increasing.  For 
example,  some  recent  state  legislation 
would  limit  the  formation  of  PPO  ar- 
rangements or  prohibit  companies  from 
providing  economic  incentives  to  employ- 
ees to  select  such  arrangements.  This 
restrictive  legislation  is  cloaked  in  the 
guise  of  ensuring  quality,  but  actually  it 
is  intended  to  protect  certain  providers 
from  economic  competition. 

Employers  know  that  the  alternative 
to  bringing  health  care  costs  under  con- 
trol could  be  far  more  draconian — elimi- 
nation of  jobs. 

Karen  Berg  Brigham 
Health  Care  Policy  Manager 
U.  S.  Chamber  of  Commerce 
Washington 

You  dismiss  wellness  programs  in 
one  short  paragraph  with  a  cheap 
shot  at  Californians  and  encourage  the 


UPDATE 


In  "A  'blood  war'  in  the  jeans  trade 
(The  Corporation,  Nov.  13,  BUSIXES 
WEEK  said  that  a  grand  jun,'  is  said  t 
be  preparing  to  indict  Jordache  Ente: 
prises  Inc.  for  tax  and  customs  frau( 
The  Justice  Dept.  subsequently  decid 
not  to  bring  criminal  charges  again?! 
Jordache.  BW  based  its  statement 
part  on  the  fact  that  an  indictment  ha 
been  approved  by  the  U.  S.  Attome 
for  the  Southern  District  of  New  Yorl  'M- 
by  the  Internal  Revenue  Service,  an  \% 
by  tax  officials  at  Justice.  The  articl 
accurately  reported  that  the  indictmer  '  ' 
was  "awaiting  final  Justice  Dept. 
proval."  It  was  rejected  by  James  k  )L\L 
Bruton,  the  deputy  attorney  general  i  j-K.^ 
charge  of  the  tax  division.  The  IR  ^ 
could  still  file  a  civil  action. 


nearsightedness  some  companies  praF* 
tice  that  ignores  the  long-term  payo^ 
good  health. 

This  problem-ridden  article  didn't  pr 
sent  one  solution.  Get  a  grip  on  heal' 
spending'?  Get  a  grip  on  a  pair  of  dum  t 
bells,  put  the  squeeze  on  employees  ■  jEK 
stay  healthy,  and  trim  medical  costs.  ^ 
Barbara  J.  Peppri( , 
Woodland  Hills.  CalF^ 

FIRST  CITY'S  PROFITS  SURGED 
—AFTER  IT  RECAPITALIZED 

While  we  appreciate  your  includir 
a  profile  of  A.  Robert  Abbou, 
chairman  of  First  City  Bancoi-poration  ^ 
Texas,  in  The  Corporate  Elite  issue  (0( 
20),  it  includes  inaccuracies  that  shou 
be  corrected. 

First  CitA''s  net  income  for  1988  (Ap 
20  through  Dec.  31,  the  period  followir 
the  recapitalization  of  the  prior  Fir 
City  entity)  was  $66.1  million.  Where  tl 
$14  million  figure — which  BUSINK 
WEEK  listed  as  profits — might  have  con 
from  is  puzzling,  since  that  figure  is  les 
than  actual  earnings  for  each  quarter, 
period  since  the  recapitalization. 

The  profile  also  states  that  Abboi 
received  his  law  degree  from  Harvard 
1969.  In  fact,  he  received  that  degree 
1956. 

James  E.  Di 
Vice-Presidei 
Public  Relatioi 
First  Cit}'  Bancorporation  of  TexJ 
Houstc 

Editor's  note:  Standard  &  Poor's  Coti 
pustat  Services  Inc.,  which  providt 
the  data  used  in  The  Corporate  Elit 
made  the  decision  to  include  the  entit 
year's  worth  of  data,  not  simply  ti 
results  after  recapitalization,  for  cori 
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Find  the 
latellite  antenna  in 


ttiis 


bon  chemicals  are  responsible 
>ome  of  the  world's  most 
jnced  technologies. 

Consider  our  development  of 
sLEAD".  It's  the  world's  first 
i-performance  carbon  fiber  derived  from  coal  tar 
h.  Used  with  plastics,  carbon,  cement,  metals 

other  materials,  it  results  in  composites  that  are 
nger  and  lighter. 

You'll  find  carbon  fibers  in  satellite 
;nnas.  In  airplane  brakes.  In  auto 
)ile  engines. 

Even  in  the  cargo  doors  of  the 
;e  shuttle  Columbia. 

As  Japan's  largest  integrated 
mical  company,  carbon  and  petro 


HI 


chemicals  have  dominated  our 
product  line  for  over  50  years. 
■    II    I      As  of  late,  however,  we're 

g  moving  into  new  fields. 

In  information  and  electron- 
ics, we  manufacture  micro  floppy,  hard  and  optical 
disks.  In  plant  genetics,  we  develop  disease-  and 
insect-resistant  grains,  vegetables  and  tlowers.  And 
in  biotechnology  and  pharmaceuticals,  we're 

helping  to  fight  Alzheimer's  disease  and  other 
geriatric  disorders. 

To  find  out  more  about 
Mitsubishi  Kasei,  call  or  write  for 
our  annual  report.  You'll  learn 
about  some  remarkable  changes 
taking  place  in  the  chemical  industry. 


MITSUBISHI 
KASEI 


Kasei CorpOfatKXi  (Formerly -Mitsubishr  Chemical  industries  Limited")    Head  Oftice  5-2.  Marunouchi  2-chome.  Chiyoda-ku.  Tokyo  100.  Japan  Telephone  03-283-6274  Facsimile  03-28 


IThe  NcXT"  Computer 
Svstem  is  the  first  com- 
puter in  the  w  orld  i  and 
so  far  the  onlvi  to  use  read 
write  erasable  optical  storage. 
\\h\k  PCs  today  are  r\  pically 
equipped  with  \Vinchester 
dri\  es  that  store  20  to  40  MB. 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  removable, 
for  portabilit\"  and  added  se- 

ncurity.  This 
dramatically 
new  tech- 
nology pio- 
\ides  storage 
that  issimul- 
taneouslv 
\  ast,  reliable  and  cost-eiTecti\  e 
-a  combination  unmatched  by 
computers  of  anv  size. 


2NeXT  has  made  the 
power  of  L"\IX°  usable 
by  mere  mortals. 
UN  IX  is  the  high-performance 

operating  svstem  used  bv 
workstations  to  achie\  e  true 
multitasking  and  superior  net- 
working.L'nfbrtunately.  it  has 
alw  ays  been  the 
antithesis  of  user- 
friendlv  XeXT  has 
::i\"en  rXIXa  revo- 
lutionarv  new  inter- 
face—one that  is 
both  \isual  and  intu- 
i:i\e.Xow  computer 
users  of  every  level 
can  instantlv  w  ield 
this  tremendous 
pow  er,  w  ith  no  tech- 


nical kjiow  ledse  w  hatsoe\  er. 


3 To  achie\  e  the  pow  er 
needed  for  the  90s, 
NeXT  bypassed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.  This  eliminates 
botdenecks  and  attains  an 
extraordinary  le\  el  of  system 
"throughput"-the  true  mea- 
sure of  computer  perfomiance. 
Only  through  the  use  of  \  LSI 
I  \"ery  Large  Scale  Integration) 
technology' could  this  architec- 
ture be  reduced 
in  size  so  that 
it  could ! 
inside 
a  desk-' 
top  com- 
puter. Its 

a  mainframe  on  two  chips. 


4 While  PbstScript 
long  been  the  indu 
standard  for  printin 
NeXT  has  made  it  fast  eno 
to  also  be  used  on  the  disp 
This  "unified  imaging  mo( 
ensures  that  w  hat  vou  see 


I 


the  displa\'  is  precisely  wh 
you  w  ill  get  on  paper.  y 
w  ork,  in  any  size  t\  pe  and 
degree  of  rotation  or  magni 
cation,  appears  with  perfet 
92-dots-per-inch  clarir^onij 
NeXT  Megapixel  Displa\'.' 
And  w  ith  laser  precision  at4 
dpi  on  the  NeXT  Laser  Prii^, 


IN  THE  90s,WE 
ONLY  TEN  REAL  BREAKTT 

HERE  ARE  SB 


le  NeXT  Computer 
stem  is  the  first  to  be 
jable  of  producing 
;y  sound. Without  re- 
y  additional  equip- 
s  teat  is  made  possi- 
hip  that  has  been 
y  designed  for  the 
anipulating  sound- 
il  Signal  Processor 
oause  this  processor 
d 


6 NeXT  Mail  takes  elec- 
tronic communications 
beyond  anything  youVe 
seen  on  a  personal  computer 
before.  Now  you  can  send  and 
recei\  e  multimedia  mail-in- 
cluding text  (with  varied 
type  fonts,  styles  and  sizes), 
graphics  and  voice  messages. 
And  despite  its  high  level  of 
sophistication,  NeXT  Mail  is 
so  intuitive, you  may  not  ever 
need  to  open  the  manual. 
NeXT  Mail  is  built  into  the 
system,  along  with  Ethernet 
andTCP/IR  so  the  NeXT 
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create  software  on  the 
NeX'l'  Computer  up  to 
ten  times  faster  than  on  any 
other  computer-the  result  of  a 
breakthrough  called  NextStep.' 
It  gives  software  developers 
the  power  to  create  the  graph- 
ical user  interface  portion  of 
their  applications  (often  the 
most  time-consuming  and  dif- 
hcult  part 


without 
any  pro- 
gramming 


e  to  call  upon  its  pow- 
h  programs  we  use 
.  Now  computers 
St  be  seen,  but  heard. 


I  Up  Service 


M 

Send 

Field:  1 

Button  1 

Title  ■ 

Switch  _) 

-  Box  -j  y 

C  Radio 

C  Radio 

machine  can  c|uickly  become 
a  part  of  existing  networks. 


at  all. 
Iliis  revo- 
lutionary environment  means 
we  w  ill  see  more  programs, and 
better  ones,  in  less  time  than 
e\  er  possible  before. 


These  se\'en  breakthroughs 
will  change  the  way  we  use 
computers  in  the  9Us.  Which  is 
w  hy  Businessland,  the  leading 
supplier  of  computers  to 
corporate  America,  chose  the 
NeXT  Computer  System  as 
the  w  orkstation  they  w  ill  offer. 
Callusat<S()()-848-NcXTand 
well  send  you  a  28-page  bro- 
chure describing  the  NeXT 
Computer.  We'll  also  give  you 
the  address  of  vour  nearest 
Businessland  Center.  There, 
you  can  experience  for  your- 
self the  first  se\  en 
breakthroughs 
ofthcOOs.And 
get  a  good  idea 
w  here  the  next 
three  w  ill  come  from'' 


MBABLYSEE 
^UGHS  IN  COMPUTERS. 
I  OF  THEM. 


®  1989  NeXT.  Inc.  NcXTand  ihe  NeXT  logo  are  trademarks  of  NeXT.  Inc.  NcxtStcp  is  a  registered  trademark 
of  NcXT,  Inc.  PostScript  is  a  registered  trademark  of  Adobe  Systems.  Inc.  UNIX  is  a  registered  trademark  of  AT&T 
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/  don 't  knozi  doctor,  ever 
since  zveve  made  this  acquisition, 
I've  been  seeing  double!! 


If  your  company  has  some  equipment  or  excess 
inventory  it  doesn't  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
needy  students,  and  supplies  for  worthy  colleges. 

Educational  Assistance  Ltd  Phone  (312)  690-0010.  or 
write  RO.  Box  3021,  Glen  ElK-n,  IL  60138. 


parative  purposes.  Compustat  says 
"feels  coynfortable  uith  that  decision. 

HOW  GOOD  IS  MOTOROLA'S 
STEREO  TECHNOLOGY? 

In  "The  rival  Japan  respects"  (d  v. 
Storj'.  Xov.  13).  if  Motorola's  tactic- 
AM  stereo  broadcasting,  where  K;-.! 
Communications  is  its  sole  competito:A 
are  t\-pical.  then  BW  is  far  too  laudj 
ton".  Recently.  Chicago  Federal  Judg 
George  M.  Marovich  threw  out  Moton 
la's  suit  to  declare  Kahn's  patent  invalic 
It  would  be  improper  for  me,  as 
professional  engineer,  to  comment  glibl 
on  the  Motorola  technology"  that  appai 
ently  impressed  your  writer.  But  polli 
including  the  U.  S.  Commerce  Dept 
user  poll,  indicate  that  at  least  Moton 
la's  stereo  technology"  is  inferior. 

These  two  stereo  systems  are  now  b«  / 
ing  tested  in  Japan  at  fotu-  stations,  bi 
only  after  forcing  Motorola  into  side-b] 
side  tests.  The  U.  S.  government  helpe 
by  telling  the  Japanese  that  it  would  m 
take  sides,  recommending  that  the  bes 
technology"  be  selected. 

Leonard  R.  Kahn,  Presiden 
Kahn  Communications  In( 
Westbury,  N.li 

CORRECTIONS 


In  "The  following  floppy  is  brought  V 
you  by  . . .  "  (Marketing,  Dec.  4)  th 
name  of  information  retrieval  semc; 
Xexis  was  misspelled. 

"The  Fugitive  King  of  Penny  Stocks 
(Finance,  Xov.  20)  incorrectly  identifie 
the  college  from  which  Juan  Carlo 
Schidlowski  received  an  MBA.  He  got  i 
from  the  Univereity  of  Wisconsin  at  Mi 
waukee. 

In  the  Corporate  Elite  issue  (Oct.  20), 
reference  to  Arco  Chemical  Co.  triff 
ming  fat  and  selling  solar  operation 
should  have  referred  to  its  majority 
stockholder.  Atlantic  Richfield  Co.  In  ai 
other  item,  Dow  Chemical  Co.'s  phoft 
number  was  incorrect;  the  number 
.517-636-1000.  Also,  General  Bindinj 
Corp.  purchased  a  unit  from  Varlei 
Corp.,  not  Varian  Associates.  CEO  Henr. 
H.  Hoyt  Jr.  of  Carter-Wallace  Inc.  is  tb 
great-grandson  of  the  company' 
founder — not  the  son.  And  Americai 
Water  Works  Co.  should  have  been  dc 
scribed  as  a  water-semce.  not  a  waste 
water-treatment,  business. 


Letters  to  the  Editor  snould  be  sent  to  Reader 
Report,  Business  Week.  1221  Avenue  of  the  Amef 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-446' 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  ir, 
elude  an  address  and  daytime  and  evening  tel€ 
phone  numbers.  We  reserve  the  right  to  edit  letter 
for  clarity  and  space. 
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Purple  Heron 


Golden  Eagle 


me  birds  catch  fish.  Some 
re  for  insects.  Still  others 
it  their  food  from  water, 
ey're  not  all  of  a  feather  and 
ture  has  endowed  each 
ecies  with  a  beak  specially 
apted  to  its  need.  But  no 
itter  what  its  shape  or 
iction,  each  beak  is  made 
the  same  material. 

 Glass  is  another  ma- 

ial  that  can  take  on  an 


extraordinary  variety  of  spe- 
cially adapted  forms,  func- 
tions and  properties.  Schott 
proves  it  every  day. 

 We've  developed  glass 

that  transmits  laser  beams, 
glass  that  purifies  sewage, 
glass  that  withstands  a  wide 
range  of  temperatures. 

 In  fact,  with  more  than 

50,000  products,  Schott 
produces  special  glass  that 


has  even  more  applications 
than  nature's  solution.  After 
all,  there  are  only  about  8,600 
species  of  birds. 

 Schott  worldwide:  42 

production  facilities,  repre- 
sented in  more  than  100 
countries,  with  over  $1  billion 
in  sales. 

 Schott  in  the  USA:  8 

companies  employing  more 
than  1,200  people. 


 Would  you  like  to  know 

more  about  our  special 
glass?  Write  to:  Schott  Cor- 
poration, Dept.  B17,  3  Odell 
Plaza,  Yonkers,  NY  10701. 


E3  SCHOTT 

Nobody  knows  more  about  glass. 


Our  Globalization 
Began  50  Years  Ago. 
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Credit  Suisse  in  the  USA 
Swiss  Values^*^  American  Spirit 

The  Art  of  Finance  For  Half  a  Century^ 
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Getting  a  network  off  the  ground  is  easy 
with  AlXr  Because  AIX,  IBM's  enriched 
v<'rsion  of  the  UNIX®  operating  system,  hrings 

Your  plans  to  connect 
up  all  your  systems  ''"™~X:oL 
will  fly  a  lot  easier  with  AIX.  rrZH 

AIX  gives  you  a  very  high  degree  of 
flexibility.  AIX  lets  you  create  a  transparent 
network  between  platforms  from  a  broad  range 
of  vendors-from  SUN®  to  DEC®  to  AT&T® 
and  HP.® 

It  also  lets  you  link  up  a  broad  range  of 
IBM  systems-from  the  PS/2®  to  the  RT,®  all 
the  way  up  to  the  System/3701'' 

All  for  one^  and  one  for  all.  AIX  can 
integrate  a  network  so  effectively,  you'd  swear  it 
was  a  single  system. 

Distributed  Services  on  the  R T  lets  every- 
one in  the  network  share  files,  programs  and 
devices.  And  to  optimize  your  PS/2  and 
System/370  investment,  AIX s  transparent 
Computing  Facility  lets  you  shift  [jower  from 
one  processor  to  another,  as  the  need  arises. 

And  since  AIX  allows  you  to  merge 
DOS  and  UNIX  functions,  you  protect 
your  software  investment,  too. 
AlX''s  ease  of  use  also  sets  a  new 
standard.  AIX  is  well  documented,  easy  to 
earn  and  provides  connectivity  through  multi- 
ple communications  protocols. 

So  if  you  want  to  raise  the  quality  of  your 
networldng,  connect  with  your  IBM  mar- 
keting representative  or  IBM  Business  Partner 
today  about  AIX.  The  one  system  that  con- 
nects the  flexibility  of  open  standards  with  all 
the  classic  strengths  of  IBM. 

For  more  information,  call  1  800 
IBM-2468,  ext.  148.  AIX  from  IBM.  Maldng 
your  business  come  together. 


and  RT  are  registered  trademarks  and  Sysiem/370  is  a  trademark  ol  International  Business  Machines  Corporation  AIX  is  \BMi  Advanced  Interaraive  Executive  which  is  a  traderrark  ol  International  Business  Machines  Corporation 
JNIX  are  registered  trademarks  of  Amencan  Telephone  and  Telegraph  Company  DEC  is  a  registered  tradenwk  ol  Digital  Equipment  Corporation  SUN  is  a  registered  trademark  ol  Sun  Microsystems  Inc  HP  is  a  registered  trademark 
Packard  Company  (ci  1989  IBM  Corp  ^       ^  ^  ^  vi  ,        ,  ^ 
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PAST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS 

BUT  IT  S  SOMETHINGTO  CONSIDER. 


>1 


Mutual  funds  ha\en"t  alvva}s  been  your 
e\er\da}  in\estment.  Fort)  \ear^  ago  there 
weren't  man_\  kinds  of  funds. 

Juvt  some  common  stock  funds  and 
some  bi'fid  funds.  But  Jack  Dre}fus  thought 
we  were  poived  for  growth. 

In  1951  he  began  managing  one  of  the 
earhest  fund^  to  acti\ely  seek  grow  th  of  cap- 
ital for  its  sharehv»ldc:'N. 

It's  a  hunch  that  laid  off.  Not  just  for 
shareholders  of  The  Dreyfus  Fund,  but  for 
shareholders  of  the  man\  grow  th  funds  that 
followed  it  in  the  1950s  and  1960s.  In  the 
mid-1970s,  when  rising  interest  rates  were 


stranding  savers  in  low-paymg  FDIC  insured 
passbook  accounts,  we  de\ eloped  Dre\fus 
Liquid  .Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dre}fus  to  offer  the  first  incorporated  ta.\- 
exempt  fund. 

The  rest  is  history.  These  da_\s  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  w  ide  ranae  of  mone\  mar- 
ket and  tax  exempt  funds. 

Toda\  everyone  talks 
about  the  need  to  allocate 


:ocks.|}g^ 


©reyfils 

The  right  fund  at  the  right  time. 


assets,  but  a  sear  ago  we  created  a  fund  spe- 
cificall)  designed  to  shift  freely  among  st 
bonds  and  money  market  instruments .  depend- 
ing on  the  climate. 

Dreyfus  Capital  \'alue.  like  other 
Dre>fus  funds  before  it.  is  a  product  of  its 
time.  W  ill  it  too  give  rise  to  a  whole  new 
categor}  of  funds?  No  one  know  s. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
a  prospectus  from  vour  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
carefulK  before  investing. 
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uteyes  In  the  back  of  your 
lead.  A  navigation  system  In  front 
)f  your  nose.  A  telephone  and  fax 
1  the  middle  of  everything. 


map  pinpointing  traffic  jams  flashes 
-OSS  your  car  s  video  monitor.  An- 
ler  monitor  shows  you  right,  left  and 
ir  views.  All  this  as  well  as  a  voice 
mmand  phone  and  mobile  fax  are  but 
'ew  of  the  advanced  electronic  sys- 
ns  that  Matsushita  Electric  is  work- 
l  on  today,  to  make  driving  safer, 
^ier  and  more  convenient  tomorrow. 


Li're  late  for  work,  heading  toward  a  traffic 
1  and  there's  nothing  you  can  do  about  it. 
he  future,  this  may  not  be  a  problem  because 
the  advanced  automotive  electronic  systems 
ler  development  at  Matsushita. 

;UAL  INFORMATION  SYSTEM 

Duld  you  take  the  highway  or  the  boulevard? 
maybe  the  back  roads?  Someday,  your  car  s 
ligation  system  will  take  care  of  all  that.  A 
ligation  map  will  show  you  traffic  jams  on  a 
)histicated  video  screen  and  show  you  exactly 
ere  you  are.  So  you  can  choose  the  fastest, 
ist  efficient  alternate  route. 
Today,  you  glance  down  to  see  the  speed- 
leter,  up  for  the  rear  view  mirror,  left  and  right 
side  views.  Matsushita  is  working  on  a  sys- 
1  that  will  replace  side  and  rear  view  mirrors 


with  video  cameras  and  monitors.  And  a  unique 
Head-Up  Display  located  in  your  line  of  sight 
will  show  you  speed,  tluid  levels  and  a  map.  So 
you  should  never  have  to  take  your  eyes  off 
the  road. 

THE  COMMUNICATIONS  CENTER 

To  make  your  time  on  the  road  more  productive, 
Matsushita  is  developing  a  mobile  fax  that  will 
connect  your  car  to  your  office,  home  and  be- 
yond. A  voice  command  mobile  phone  lets  you 
call  anyone  by  simply  saying  his  name  out  loud. 
In  any  pre-programmed  language.  And  linked 
with  Matsushita  s  home  automation  technology, 
the  sound  of  your  voice  will  lock  or  unlock  the 
front  door  of  your  home,  turn  on  the  microwave 
oven  or  turn  on  your  air  conditioner  All  from 
your  car. 

HUMAN  ELECTRONICS 

Advanced  electronic  systems  like  these  are  an 
example  of  how  Matsushita  Electric  is  devoted  to 
the  concept  of  Human  Electronics.  Matsushita  s 
objective  is  to  research,  develop  and  market 
products  that  make  life  richer,  safer  and  more 
comfortable.  These  products  are  sold  under  the 
brand  names  Panasonic,  Technics,  Quasar  and 
National.  In  1988,  Matsushitas  consolidated 
sales  volume  surpassed  $41 .7  billion.  All  a  direct 
result  of  a  single-minded  philosophy:  Don't 
create  new  technology  for  technology's  sake,  but 
for  man's  sake. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 
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WHAT  OUR 
SCHOOLS  NEED 
IS  A  HEALTHY 
DOSE  OF 
COMPETITION 


If  we  really  want  a  better 
education  system  in  America, 
we  must  give  parents  the 
right  to  choose  their 
children's  schools — and  help 
poor  students  gain  access 
to  private  schools 


isastrous  results  are  often  neces- 
sary" before  pov%"erfu]  special  in- 
terests lose  their  political  ioflu- 
ence.  The  abysmal  education  received  by 
many  students  in  the  U.  S.  has  fostered 
a  remarkable  growth  during  the  past 
:ev.-  years  of  state  and  local  systems 
that  force  public  schools  to  compete  for 
students. 

Mir-r.esota  is  phasing  in  a  program 
:r.a:  h'/.  i'.vs  pupils  to  attend  any  pubhc 
schoo:  in  the  state  willing  to  accept 
them,  as  long  as  desegregation  guide 
lines  aren't  \iolated.  Other  programs  are 
in  place  in  East  Harlem.  Massachusetts, 
Milwaukee,  and  Seattle.  Some  20  state 
legislatures  are  considering  plans  that 
allow  greater  school  choice. 

T-  -  ir  ner-city  poor  are  the  main  bene 
:  -  -  :  greater  choice.  If  middle  and 
uijycr-::'.oom.e  families  don't  like  the  pub- 
lic schools  in  their  area,  they  already 
have  many  options.  Many  can  send  their 
children  to  private  schools  or  move  to 
c'jr.rriunities  ■nith  bener  schools.  Poor 
:ar..:jes  can't  afford  private  schools  or 
the  move  to  expensive  neighborhoods 
-■-■r.ir.  grxA  public  schools. 
LOSING  CONTROL.  The  opposition  to 
jcr.O'j^  cnoice  comes  mainly  from,  teach- 
:  ers'  unions,  school  superintendents, 
school  boards,  and  neighborhoods  that 
fear  an  influx  of  undesirable  students. 
All  of  these  groups  are  worried  about 
losing  cor.tro].  and  the  teachers  and 
scho' .   :  :      -  -       -   disturbed  by  the 

prostr      :   .  The  recent  re 

port  by  the  Labor  Dept-'s  Commission 
on  Work  Force  Quality,  of  which  I  was  a 
member,  is  silent  on  the  issue  of  compe 
tition  among  schools  because  several 
com.missioners  were  strongly  opposed. 

Greater  choice  among  pubhc  schools  is 
a  major  step  in  the  right  direction,  but 
disadvantaged  students  should  also  be 
allowed  to  opt  for  private  schools.  On 
the  whole,  private  schools  do  a  better  job 
I  of  educating  their  pupils,  as  my  col- 
league  at  the  University  of  ChJcago.  Pro- 
fessor James  Coleman,  has  shown  in  a 
massh"e  study  of  public  and  private 
high-school  education  in  the  U.  S.  Cathe 
'  lie  schools  spend  much  less  than  big<-it\" 
pubhc  high  schools,  yet  they  are  more 
successful — because  they're  less  subject 
to  the  pohtical  interference  that  limits 
disciplinar}"  procedures,  and  they  man- 
age to  get  parents  and  the  community 
closely  mvolved. 

Although  teachers,  school  administra- 
tors, and  many  other  groups  have  been 
adamantly  opposed  to  including  private 
schools  in  a  choice  program,  a  few  states 
have  been  pioneers  in  this  direction.  The 
Post-Secondarj"  Option  Program  in  Min- 
nesota pays  the  ttiition  and  other  fees  of 
students  who  elect  to  receive  all  or  part 
of  their  last  tR"o  years  of  high-school 


education  at  private  or  pubhc  college; 
and  vocational  schools.  Last  spring.  Wis 
consin  Governor  Tommy  G.  Thompsoi 
proposed  to  pay  the  tuition  at  any  partic 
ipating  private  school  for  as  many  a; 
1.000  low-income  elementary  school  pu 
pils  in  Milwaukee  County. 

The  Milwaukee  plan  has  the  right  ori 
entation:  It  pays  only  for  the  privati 
schooling  of  children  from  poor  families 
!Means  tests  determine  which  familie! 
can  qualify  for  various  health  and  hous 
ing  programs  and  should  determint 
which  pupils  will  get  vouchers  to  attem 
private  schools.  Poorer  families  are  mos 
in  need  of  the  additional  options  tha 
rinvate  schoC'ls  Dro^ide.  f 
SECONDARY  ISSUE.  Even  though  oppo 
nents  of  scnooi  cr.oice  recognize  that  pri 
vate  schools  wotild  h.ave  to  obey  civfl 
rights  laws  to  qualifj-  for  pubhc  funds; 
they  still  claim  that  such  a  system  woul( 
add  to  the  racial,  rehgious,  and  soda 
segregation  of  students.  But  how  can  4 
program  that  pays  only  for  the  private! 
school  education  of  disadvantaged  stul 
dents  raise,  rather  than  lower,  schoo« 
segregation'?  Surely  some  privata» 
schools  with  mostly  richer  white  stu 
dents  would  agree  to  be  in  the  progranj 
and  accept  more  minority  students  if  th. 
government  pays  their  tuition. 

In  any  event,  a  school  system  sho 
strive  to  pro\ide  quahtj"  education  for 
students,  regardless  of  race,  income, 
other  factors.  If  school  choice  improve 
the  education  obtained  by  disadvantage 
groups,  as  apparently  it  has  in  East 
lem  and  elsewhere,  shouldn't  the 
ethnic-income  composition  of  schools 
a  secondary  consideration'?  Some  es 
lent  schools  have  only  black  and  01 
minorit>-  students.  Students  in  East 
lem  can  attend  any  public  elementary 
middle  school  in  the  district  The  pi 
gram  has  raised  the  ranking  of  its 
dents  from  the  lowest  to  about  the 
die  level  among  the  community  dis 
in  Nevv-  York  Cit\". 

I  don't  expect  miraculotis  results 
competition  among  schools.  It  is  w 
documented  that  unstable  family 
and  parental  indifference  greatly  redu( 
the  effectiveness  even  of  the 
schools.  But  Professor  Coleman's  sta( 
shows  that  Cathohc  schools  succeed 
raising  the  performance  and  cutting  tiif| 
dropout  rates  of  disadvantaged  pupils. 

Competition  among  both  pubhc  anc 
private  schools  would  help  make 
schools  the  norm  rather  than  the  exc^j 
tion.  Parents  would  take  their  chil 
out  of  weak  schools  and  enroll  them  irj 
strong  ones.  It  could  do  more  to  improvflj 
the  elemectarj"  and  high-school  educar 
tion  of  disadvantaged  students  than  al 
the  proposals  put  forward  by  numerous 
commissions  and  academic  panels.  i 
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conomic  Trends 


BY  CHRISTOPHER  FARRELL 


WHERE  WILL 
MERGER  MANIA 
STRIKE  NEXT? 

A burning  question  on  Wall  Street 
and  in  executive  suites:  Will  the 
takeover  boom  continue  into  the  1990s? 
Mergers  and  acquisitions  involving  U.  S. 
companies  have  totaled  a  staggering 
$1.3  trillion  this  decade.  And  sharehold- 
ers of  target  companies  have  earned 


takeover  premiums  of  an  eye-popping 
$500  billion  by  some  estimates.  Whether 
this  phenomenon  is  extolled  as  a  magical 
elixir  that  has  enhanced  the  value  of 
corporate  assets  or  deplored  as  a  peril- 
ous game  of  financial  manipulation,  a  lot 
of  money  rides  on  its  future. 

According  to  Morgan  Stanley  &  Co. 
economists  John  D.  Paulus  and  Stephen 
R.  Waite,  mergers  in  the  U.  S.  are  sure 
to  continue  in  the  1990s,  but  they  will  be 
very  different  from  those  of  today.  The 
financially  driven,  debt-laden  takeover, 
epitomized  by  the  leveraged  buyout,  is 
rapidly  waning.  Mergers  associated  with 
deregulation  are  largely  a  spent  force. 
Taking  their  place,  at  a  slower  pace,  are 
"cross-border"  mergers  between  foreign 
and  U.  S.  companies.  More  striking,  how- 
ever, will  be  the  shift  of  M&A  activity 
from  the  U.  S.  to  Europe  in  the  1990s. 

LBOs  and  similiar  corporate  restructur- 
ings swept  the  U.  S.  in  the  1980s  because 
many  companies  were  squandering  cash 
flow  on  investment  projects  that  made 
little  economic  sense:  They  yielded  be- 
low-market  rates  of  return.  According  to 
Paulus  and  Waite,  such  wasted  "free 
cash  flow"  reached  an  "inordinate 
amount"  between  1980  and  1986.  Corpo- 


rate raiders  and  lbo  artists  saw  an  op- 
portunity to  take  this  cash  flow  and  use 
it  to  pay  down  the  costs  of  a  debt-fi- 
nanced takeover  without  hurting  a  com- 
pany's basic  business.  That  strategy  has 
been  so  successful — with  its  lessons  ab- 
sorbed by  most  managements — that 
there  is  little  economic  rationale  for  such 
leveraged  deals  today. 

Instead,  M&A  activity  is  increasingly 
taking  the  form  of  cross-border  deals  as 
the  world  economy  becomes  global.  Such 
deals,  involving  U.  S.  and  foreign  compa- 
nies, accounted  for  a  mere  7.3%  of  all 
U.  S.  takeovers  in  1983.  But  this  year 
they  accounted  for  37.8'/<  of  takeovers, 
with  the  bulk  of  them  involving  a  for- 
eign company  getting  a  foothold  in  the 
U.  S.  market. 

In  Europe,  the  new  M&A  hotbed,  wide- 
ly heralded  plans  for  economic  integra- 
tion after  1992  are  spurring  tiikeovers. 
Companies  now  are  forging  new  strate- 
gic alliances  across  national  boundaries. 
And  the  free  cash  flow  being  generated 
by  European  companies  in  mature  indus- 
tries could  well  force  a  round  of  re- 
structurings and  buyouts.  By  the  mid- 
1990s,  Paulus  and  Waite  predict,  the 
takeover  wave  could  roll  toward  the  in- 
dustrialized nations  of  Southeast  Asia 
as  companies  there  face  increasing  com- 
petitive pressure  from  restructured, 
"lean  and  mean"  American  and  Europe- 
an companies. 


THAT  UPTICK  IN 

WAGES  ISN'T  WHAT 

IT  SEEMS  TO  BE  

As  signs  of  an  economic  slump  multi- 
ply, some  economists  are  worrying 
that  wage  inflation  may  be  picking  up 
with  the  third  quarter's  4.6%  year-over- 
year  gain  in  wages  and  salaries.  But 
economist  Jason  Benderly,  head  of  his 
own  economic  consulting  firm,  says  the 
average  annual  wage  increase  for  the 
past  4'/2  years  has  been  remarkably  sta- 
ble at  just  under  4%.  This  core  wage 
stability  may  reflect  both  the  effects  of 
corporate  restructurings  and  internation- 
al competition. 

What  has  fluctuated  wildly,  however, 
is  sales  workers'  wages  (which  include 
commissions  and  bonuses).  Sales  work- 
ers saw  their  wages  jump  by  10%  in 
1985,  increase  by  a  mere  1%  in  1987,  and 
bounce  back  to  a  7.7%  gain  in  the  third 
quarter  of  1989.  But  with  economic 
growth  slowing,  Benderly  expects  these 
workers  will  soon  see  wage  gains  cut 
back  enough  to  knock  a  full  percentage 
point  off  the  overall  wage  rate.  That  will 
clearly  signal  to  the  market  that  "disin- 
flation is  back,"  says  Benderly. 


HOW  XOCOONING' 
WORKERS  HAS  PAID  OFF  1 
FOR  JAPAN  INC. 

It's  almost  a  given  that  an  industrl 
economy   will   fluctuate  betwei" 
strength  and  weakness.  It  is  delibera' 
choice,  however,  and  not  any  econon' 
law,  that  determines  who  bears  t 
brunt  of  the  inevitable  slowdowns. 

After  seven  years  of  growth,  the  U. 
economy  is  in  a  slump;  hardest  hit 
manufacturing.  Since  March,  to  prote 
profit  margins  in  the  face  of  declinir' 
sales,  manufacturing  executives  haAt 
cut  more  than  137,000  jobs.  Yet  a  stuc 
by  economists  Katharine  G.  Abraha 
and  Susan  N.  Houseman  for  the  Natio 
al  Bureau  of  Economic  Research  su: 
gests  that  if  these  workers  lived  in  J, 
pan,  many  of  them  would  be  employed- 
even  if  the  Japanese  economy  were  i 
the  same  shape  as  America's.  Labor  e: 
perts  say  strong  job  security  contribute 
to  Japan's  high  labor  productivity. 

During  the  years  studied,  1970  t 
1985,  the  differences  between  the  tw 
nations  were  striking.  U.  S.  manufactu 
ers  were  quick  to  lay  workers  off  whe 
business  worsened.  In  Japan,  employer 
eliminated  few  jobs  for  at  least  6  to  1 
months  after  a  slowdown  became  obv 
ous,  and  any  subsequent  labor  adjusi, 
ment  mainly  involved  changing  wor. 
hours  and  schedules  rather  than  layinj 
off  workers.  Blue-collar  workers  in  Ji 
pan  enjoy  job  security  comparable  t 
that  of  white-collar  workers  in  the  U.  S 
As  for  Japan's  "lifetime"  employmen 
system,  it  depends  on  layoffs  of  women 
who  make  up  the  bulk  of  temporary  fac 
tory  hands.  But  even  they  have  greate: 
job  security  than  U.  S.  production  work 
ers — male  or  female. 


THE  OUTLOOK 
FOR  HIRING: 
STILL  STEADY 

Here's  further  evidence  for  a  "sofi 
landing."  The  quarterly  Employ- 
ment Outlook  Survey  by  Manpowei 
Inc.,  the  world's  largest  temp  agency, 
says  20%  of  the  14,000  U.  S.  companies  it 
canvasses  plan  on  increasing  their  work 
forces  in  the  first  quarter  of  1990.  An 
additional  65%  plan  no  change,  and  12% 
will  cut  back  on  hiring.  The  results  are 
only  marginally  worse  than  for  the  same 
period  last  year,  with  much  of  the  differ- 
ence coming  from  a  drop-off  in  hiring 
plans  in  the  weak  Northeast  economy,  n 
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equitv,  lixed-inconie.  and 
money  market  investments 
that  are  available  to 
Morgan  s  largest  corporate 
and  sovereign  clients. 
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nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 
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ist  coast  of  Africa.  It  was  only  a  matter  of  time 
;  the  Chinese  discovered  Europe, 
len,  in  a  sudden  policy  reversal,  the  Ming  Em- 
5  halted  all  further  voyages  and  began  to  foster 
losphere  of  xenophobic  conservatism.  Science 
chnology  decayed.  Trade  became  passive.  And 
xt  five  centunes  saw  China  become  one  of  the 
s  exploited  nations. 

e  United  States  now  also  finds  itself  at  a  chtical 
history  So  many  domestic  and  defense  needs 
nvestment  in  space  exploration  seem,  by  com- 
n,  of  lower  priority  The  funding  of  our  orbiting 
station,  indeed,  our  whole  space  program 
to  be  politically  in  doubt. 


ui  ly  inirig  inai  is  inevitable,  though,  is  that  humans 
will  continue  to  reach  out  into  space.  It  is  in  our  nature 
And  whether  space  is  explored  by  the  United  States 
or  the  Soviet  Union  or  Europe,  it  will  be  explored 

Had  the  Ming  Emperors  not  hamstrung  China 
five  hundred  years  ago,  history  undoubtedly  would 
have  taken  a  dramatically  different  turn  But  their  mo- 
ment was  lost. 

The  direction  the  United  States  now  takes  into- 
or  away  from -space  will  have  implications  for  our 
fate  dunng  the  next  five  hundred  years.  Our  moment 
IS  now. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  SMOKESTACKS  PROBABLY  WON'T 
(AG  THE  ECONOMY  DOWN 


[he  Federal  Reserve  Board's  efforts  to  keep  the  lid 
on  inflation  continue  to  bear  fruit.  Prices  at  the 
wholesale  level  look  especially  tame,  and  consum- 
ire  enjoying  deep  holiday  discounts  by  retailers, 
nodity  prices  have  been  trending  downward  most  of 
'ear,  with  sharp  declines  in  recent  weeks.  And  most 
imists  expect  inflation  to  drift  lower  in  1990. 
t  there's  a  rub:  Gains  against  inflation  are  coming 
high  cost  to  U.  S.  manufacturers.  Factories  have 
;ionally  borne  the  brunt  of  tight  monetary  policy 
ise  higher  interest  rates  dampen  the  demand  for 
5  more  than  they  do  for  services.  After  robust 
th  in  1987  and  1988,  manufacturers  are  now  adjust- 
utput  to  the  slower  pace  of  demand.  And  that's 
ig  the  economy's  overall  performance. 

That's  what  the  government's 
index  of  leading  indicators  is 

 i  saying.  It  fell  0.4%  in  October 

A  and  remains  below  its  expan- 
"isA^  ^  sion  peak  in  January — a  signal 
I'  that  the  slowdown  will  continue 

(chart).  Ihe  weakness  m  the  in- 
dex mainly  reflects  the  factory 
slowdown.  Of  the  11  indicators 
in  the  index,  7  relate  directly  to 
conditions  in  manufacturing. 
Although  manufacturing's 
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se  will  probably  continue  into  the  new  year,  it  is 
ely  to  be  severe  enough  to  sink  the  economy.  Much 
i  current  and  expected  weakness  is  centered  around 
uto  industry.  And  while  new  orders  are  generally 
factories  have  kept  their  inventories  on  a  tight 
,  particularly  stocks  of  materials  and  supplies. 
St  important,  the  Fed  has  been  pushing  down  inter- 
ites  since  June,  and  further  policy  easing — perhaps 
sarend — seems  certain.  Already,  demand  for  both 
and  existing  homes  is  firming.  Car  sales  are  weak 
but  buyers  are  probably  waiting  for  Detroit's  next 
i  of  attractive  deals — due  possibly  by  early  1990. 


VCARS  Despite  their  disdain  for  new  cars,  con- 
■M'T  sumers  are  still  buying  plenty  of  other 
items.  Inflation-adjusted  consumer  spend- 
THE  WT  ing  fell  0.9%  in  October,  the  largest  drop 
January,  1987.  But  falling  car  sales,  less  than  7%  of 
ys,  accounted  for  all  of  the  decline.  Excluding  au- 
•eal  spending  was  unchanged  from  September, 
cause  of  the  drop-off  in  car  sales,  real  consumer 
iing  began  the  fourth  quarter  in  the  hole — down 
from  the  third-quarter  level,  measured  at  an  annual 


rate.  However,  nonauto  spending  began  the  quarter  2.1% 
ahead  of  last  quarter's  showing. 

Car  buying  remained  soft  in  November.  Domestically 
made  autos  sold  at  a  6.2  million  annual  rate  in  late 
November,  bringing  sales  for  the  month  to  6  million — 
the  same  weak  showing  as  in  October.  Sales  during  the 
third  quarter  averaged  7.9  million. 

Although  the  drop  in  overall  consumer  outlays  will 
make  fourth-quarter  growth  in  real  gross  national  prod- 
uct look  weak,  gains  in  nonauto  spending  are  a  good 
sign  that  consumers  remain  a  positive  force. 

Consumers  still  have  especially  big  appetites  for  ser- 
vices— half  of  all  outlays.  Service  spending  continued  to 
rise  strongly  in  October,  up  0.5%,  adjusted  for  inflation. 
The  strength  in  services  is  in  sharp  contrast  to  the  auto- 
led  weakness  in  goods  purchases  (chart). 

Nonauto  spending  is  likely  to 
keep  rising.  Why?  Although 
factory  jobs  are  falling,  service 
employment  is  still  rising,  and 
incomes  are  making  healthy 
gains.  Personal  income  jumped 
0.9%  in  October,  after  a  0.3% 
gain  in  September.  Commerce 
reported  that  special  factors  in- 
fluenced those  two  increases, 
most  notably  the  Bay  Area 
earthquake    and  Hurricane 
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Hugo.  Excluding  those  influences,  incomes  rose  0.6%  in 
September  and  0.7%  in  October — a  solid  performance. 

Income  gains  are  outpacing  inflation,  so  consumers' 
buying  power  is  increasing.  Real  disposable  income — 
earnings  excluding  inflation  and  taxes — posted  a  strong 
gain  last  quarter,  and  while  unchanged  in  October,  it 
began  the  fourth  quarter  well  above  last  quarter's  level. 

That's  a  good  sign  that  consumers  will  be  able  to 
enjoy  the  hohday  buying  season.  Retailers  aren't  seeing 
it  that  way,  however,  because  their  so-so  sales  figures 
reflect  heavy  discounting.  But  consumers  seem  willing 
and  able  to  help  manufacturing  out  of  its  rut. 

(FACTORIES  The  problem  is,  manufacturing  is  in  pret- 
ARE  MIRED  ty  deep.  That's  evident  from  the  latest 
PRETTY  survey  of  industrial  activity  taken  by  the 
^^^^  National  Association  of  Purchasing  Man- 

agement. The  NAPM's  composite  index — comprising  or- 
ders, production,  employment,  inventories,  delivery 
times,  and  prices — fell  to  46.6%  in  November,  from  47.6% 
in  October.  That  was  the  seventh  consecutive  month  that 
the  index  remained  below  50%,  which  means  that  activity 
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in  the  industrial  sector  is  in  a  general  decline.  All  individ- 
ual indicators  were  below  the  50%  threshold. 

However,  manufacturing's  problems  do  not  seem  to  be 
spreading  throughout  the  economy.  The  NAPM  says  that 
their  index  would  have  to  fall  below  44%  for  several 
months  before  signaling  a  decline  in  GNP. 

In  addition  to  softer  domestic  demand,  factories  also 
face  slower  growth  in  exports.  Shipments  abroad  barely 
grew  last  quarter,  and  they  will  remain  sluggish  in  the 
current  quarter,  if  only  because  of  the  strike  at  Boeing 
Co.  Aircraft  are  a  big  export  item. 

But  the  export  slowdown  may  well  be  broader,  reflect- 
ing the  dollar's  strength  this  year.  The  purchasing  man- 
agers' export  index  has  been  weakening  all  year,  and  it 
remained  at  a  lower  level  in  November. 

ORDERS        The  slowdown  in  demand  has  hit  manu- 

ARE  DOWN  facturers'  order  books.  Orders  in  both  du- 
rable  and  nondurable  sectors  have 

TRICKLE  stopped  growing.  Factories  are  shipping 
out  goods  faster  than  new  orders  are  coming  in.  That 
means  the  backlog  of  unfilled  orders  is  shrinking,  at 
least  excluding  the  booming  aircraft  industry  (chart). 

Aircraft  make  up  about  407'  of  unfilled  orders,  but 
other  industries  are  becoming  increasingly  dependent  on 
a  dwindling  flow  of  new  orders  to  keep  their  production 
lines  moving.  As  long  as  the  backlog  is  shrinking,  fac- 
tories will  continue  to  throttle  down. 

The  slower  pace  of  demand  is  causing  a  minicorrection 
in  factory  inventories.  But  manufacturers  seem  to  have 
reacted  quickly.  After  average  increases  of  0.6%  per 
month  during  the  first  half  of  the  year,  factory  stock 
levels  at  all  stages  of  production  grew  0.3%  in  October, 
following  a  0.2%-  contraction  in  September  and  a  slim 
0.2%  rise  in  August.  That  was  the  smallest  three-month 
increase  in  about  two  and  a  half  years.  This  quick  reac- 
tion is  depressing  factory  output  for  now,  but  it  will 
prevent  a  buildup  of  excessive  inventories  that  could 


THE  SHRINKING 
ORDER  BACKLOG 


drag  out  the  inventory  adjustment  over  a  longer  perio 

The  realignment  is  likely  to  last  a  while  longer 
though  the  pace  of  overall  shipments  is  less  than  ha 
what  it  was  a  year  ago,  inventories  of  manufacturer 
finished  goods  have  not  slowed  much  at  all. 

With  many  finished  goods 
gathering  dust,  factories  have 
cut  back  their  demand  for  mate- 
rials and  supplies.  That's  one 
reason  why  capacity  utilization 
in  materials  has  fallen  sharply. 
During  the  past  year,  stocks  of 
raw  materials  have  grown  only 
1.5%.  A  year  ago,  they  were  ris- 
ing at  an  8.4%>  pace.  Adjusted 
for  materials  prices,  inventories 
have  actually  been  declining. 
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In  October,  the  ratio  of  factory  inventories  to  shi] 
ments  rose  to  1.60,  from  1.59  in  September.  Those  fij 
ures  represent  the  months  required  to  liquidate  existin 
stocks.  Manufacturers  have  been  lowering  that  rati 
throughout  the  expansion — until  early  1989,  when  it  b< 
gan  to  creep  up.  They  will  probably  continue  to  adjuj 
inventories  until  the  ratio  starts  drifting  down  agaii 
The  NAPM  says  that  factories  pared  inventories  furthe 
in  November,  with  more  cuts  planned  for  December 

Since  tight  Fed  policy  has  hit  manufacturing  the  han 
est,  the  Fed  has  wrought  substantial  improvement  i 
inflation  in  the  goods-producing  sector.  The  purchasin 
managers  reported  that  prices,  mostly  for  materials,  d( 
ciined  in  November  for  the  sixth  consecutive  month. 

However,  overall  inflation  gains  have  been  lopsidec 
Because  consumer  demand  for  services  remains  strong 
prices  of  services  haven't  slowed  much  at  all.  To  brinj 
down  inflation  there,  the  Fed  would  have  to  hit  tb 
manufacturing  sector  even  harder — and  risk  an  outrigh 
recession,  which  it  doesn't  seem  willing  to  do.  And  tha 
could  mean  only  minor  improvement  in  inflation  for  199C 


THE  WEEK  AHEAD 


RETAIL  SALES 


Wednesday,  Dec.  13,  8:30  a.m. 
Retail  sales  for  November  were  proba- 
bly unchanged  from  their  level  in  Octo- 
ber, when  sales  plunged  1%,  mainly  the 
result  of  the  falloff  in  car  sales  follow- 
ing the  end  of  Detroit's  big  incentive 
program.  Further  weakness  in  autos  will 
continue  to  depress  overall  sales  in  No- 
vember. Deep  holiday  price  discounting 
by  retailers  will  also  drain  some  buoyan- 
cy from  the  numbers. 


BUSINESS  INVENTORIES 


Thursday,  Dec.  U,  10  a.m. 
Business  invontories  in  October  likely 
rose  about  0.4%,  following  a  0.2%  in- 
crease in  September.  Manufacturers' 


stock  levels,  about  half  of  the  total,  are 
already  known  to  have  risen  by  0.3%. 
Weak  business  sales  in  October  probably 
contributed  to  the  rise.  Except  for  autos, 
however,  inventories  do  not  appear  to  be 
excessively  high. 

PRODUCER  PRICE  INDEX  

Friday,  Dec.  15,  8:30  a.m. 
Producer  prices  for  finished  goods  will 
probably  show  a  slight  decline  of  about 
0.1%  in  November,  following  a  0.4%-  in- 
crease in  October.  The  drop  mainly  re- 
flects lower  energy  prices. 

MERCHANDISE  TRADE  DEFICIT 

Friday,  Dec.  15,  8:30  a.m. 
The  trade  gap  for  October  probably  wid- 
ened to  about  $10  billion,  from  $7.9  bil- 


lion in  September.  The  widening  reflect 
lower  aircraft  exports  because  of  tb 
Boeing  strike  and  higher  imports  sig 
naled  by  a  rise  in  customs  duties. 

INDUSTRIAL  PRODUCTION 


Friday,  Dec.  15,  9:15  a.m. 
Industrial  output  is  expected  to  rist 
about  0.2%  in  November,  after  a  0.79 
drop  in  October.  Output  was  general!] 
stagnant,  although  Silicon  Valley  poste( 
a  rebound  after  the  earthquake. 

CAPACITY  UTILIZATION 


Friday,  Dec.  15,  9:15  a.m. 
Reflecting  the  tepid  gains  in  industria 
production,  operating  rates  in  Novembei 
probably  were  about  the  same  as  Octo 
ber's  rate  of  82.8%. 
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Wiy  your  fax  machine  should  be  a 

PRIORITY 


his  is  the  fax  small  business  has  been  waiting  for.  Introducing  Epson® PriorityFax.™  One  of  the  first  lines  of 
sonal  fax  machines  to  offer  office-quality  features  at  a  truly  affordable  price. 

"eatures  like  auto  dial  and  redial,  as  fast  as  15-second  transmission  speed,  16-level  gray  scale,  paper  cutter,  up  to 
page  memory  and  more.  Plus  the  best  feature  of  all— Epson's  uncompromising  quality,  performance  and  value. 


Vhat's  more,  if  you  buy  a  PriorityFax  and  sign  up  for  MCI  fax  by  Dec.  31,  you'll  get  $50 
h  from  Epson  and  up  to  $100  fax  service  credit  from  MCI.  See  your  dealer  for  details, 
n  fact,  you  might  want  to  make  it  a  priority. 


EPSOl 


WHEN  YOU'VE  GOT  AN  EPSON. 
YOU'VE  GOTA  LOT  OF  COMPANY. 


19  Epson  America.  Inc.  Epson  is  a  registered  trademark  of  Seiko  Epson  Corporation.  PriorityFax  is  a  trademark  of  Epson  America,  Inc.,  2780  Lomita  Blvd..  Torrance.  CA  9050:'j,  (800)  922-8911. 


THE  GOAL:  REUNITE  THE  CONTINENT  AND  1 
DEFINE  A  NEW  ATIANTIC  AUIANCE  | 


George  Bush  was  right  all  along. 
Besides  the  Mediterranean  mon- 
soon, the  surprise  of  the  Dec.  2-3 
Malta  summit  was  that  it  held  no  big 
surprises.  In  forging  a  new  era  of  politi- 
cal and  economic  cooperation  between 
the  U.  S.  and  the  Soviet  Union,  the  Presi- 
dent and  Mikhail  Gorbachev  formalized 
the  warmup  that  has  been  building  for 
months — and  committed  the  superpow- 
ers to  seeking  stability  for  a  Europe  in 
the  grips  of  unsettling  change. 

But  Bush  hadn't  gone  all  that  way 
without  a  bag  of  tricks.  No  sooner  did 
he  arrive  in  Brussels  for  a  postsummit 
briefing  of  European  allies  than  he  un- 
veiled his  vision  of  a  new  post-cold-war 
policy  intended  to  reunite  the  Continent 
and  define  a  new  Atlantic  alliance. 

While  the  details  of  Pax  Bush  remain 
fuzzy,  the  President's  approach  is  inno- 
vative. He  wants  to  carve  out  a  dual 


U.  S.  role  as  economic  middleman  in  the 
rebuilding  of  Eastern  Europe,  largely 
with  Western  European  resources,  and 
as  the  catalyst  for  political  solutions  to 
tensions  among  allies.  Such  strains  have 
deepened  over  West  German  Chancellor 
Helmut  Kohl's  surprise  10-point  plan  to 
end  the  division  of  Germany. 
'ATTIC  GHOSTS.'  Bush's  goal:  Allow  the 
allies  to  adapt  to  an  era  in  which  Europe 
is  less  threatened  by  Moscow's  armies 
than  haunted  by  the  specter  of  ethnic 
clashes,  surging  nationalism,  and  violent 
revolution  in  Central  Europe.  "You  have 
the  sense  that  suddenly  all  the  ghosts  of 
Europe's  past  are  coming  down  from  the 
attic,"  says  a  U.  S.  official. 

For  40  years,  NATO  has  been  the  mili- 
tary glue  that  has  held  the  Western  alli- 
ance together.  Now,  Bush  seeks  to  em- 
phasize NATO's  political  role  and 
strengthen  the  European  Community's 


economic  clout.  "The  task  before  us,"  1:  m  tio 
told  allied  leaders,  "is  to  consolidate  t\  lAdir 
fruits  of  this  peaceful  revolution  an  ft  P' 
provide  the  architecture  for  continue  it  na 
peaceful  change."  te; 

"Consolidate"  is  a  favorite  word  (  tei 
Bush  because  it  reflects  his  inherei  ter  v, 
caution.  But  even  though  his  Brusseiinl 
plan  represents  a  break  in  Administn  ipow 
tion  thinking,  its  payoff  may  be  long  i  ll  on 
coming.  To  many  Europeans,  "seasichn 
summit"  images  of  Bush  and  GorbacheUni ; 
helplessly  adrift  in  a  storm  offered  tn!!  ■ 
perfect  metaphor  for  events  on  the  Coi 
tinent.  The  summit  was  overshadow^' 
by  the  Czechs'  rejection  of  an  interii 
regime  and  the  collapse  of  Egon  Krenz 
East  German  "reform"  government. 

That's  why  the  pressure  will  be  o 
Secretary  of  State  James  A.  Baker  II 
when  he  visits  Berlin  and  Brussels  i 
mid-December.  Baker  will  try  to  pu 
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closer  than  ever  to  Washington, 
administration  hopes  to  strengthen 
>  political  position — and  keep  Teu- 
nationalism  in  check — by  giving 
rical  encouragement  to  German 
^termination.  At  the  same  time, 

•  intends  to  guarantee  nervous  al- 
1  London  and  Paris  a  continuing 
lower  voice  in  Germany's  future. 
ORDER.  In  Brussels,  Baker  will 
a  more  active  U.  S.  role  in  moves 
d  an  integrated  Europe  by  1992. 
at  the  NATO  ministerial  meeting, 

•  will  try  to  resolve  lingering  differ- 
over  details  of  the  conventional 
treaty  Bush  and  Gorbachev  hope 
n  next  summer,  such  as  the  distri- 
1  of  aircraft  cutbacks. 

it's  a  tall  order.  But  so  far,  the 
nistration  has  impressed  the  allies 
;killful,  quiet  diplomacy.  Last  June, 
e  the  Soviet  empire  in  Eastern  Eu- 


rope began  to  crumble  visibly.  Bush  sig- 
naled he  was  willing  to  give  Western 
Europe  a  bigger  leadership  role  within 
the  alliance.  At  the  July  economic  sum- 
mit in  Paris,  he  gave  the  EC  responsibil- 
ity for  coordinating  aid  to  help  reform 
the  economies  of  Poland,  Hungary,  and 
other  Eastern  European  nations.  With 
that  one  gesture,  the  President  buried 
eight  years  of  Reagan  Administration 
machismo  in  calling  alliance  shots.  But 
to  ease  fears  among  many  allies  that 
they  will  be  elbowed  aside  by  the  eco- 
nomic power  of  West  Germany  and  Ja- 
pan, Bush  envisions  a  continuing  U.  S. 
role  in  directing  aid. 

Bush  has  shown  he  can  be  cunning, 
too.  Just  before  the  Malta  summit,  the 
White  House  said  the  President  would 
bring  Gorbachev  a  "wide  range  of  op- 
tions" for  reducing  conventional  troops 
and  armaments  in  Europe.  That  spooked 
some  NATO  nations,  which  feared  that  a 
hasty  U.  S.  withdrawal  from  Europe 
might  leave  them  in  the  lurch.  But  Bush 
never  even  broached  the  subject  in  Mal- 
ta. So  when  the  President  went  to  Brus- 
sels and  pledged  to  continue  a  strong 
military  presence  in  Europe,  the  stage 
was  set  for  a  triumph. 

"There  was  almost  a 
sigh  of  relief  when  Bush 
said  he  would  maintain  the 
Atlantic  link,"  says  one  se- 
nior British  government 
official.  "Beneath  it  is  the 
unspoken  feeling  in  most 
of  Western  Europe  that 
the  only  real  counter- 
weight to  a  resurgent  Ger- 
many is  the  U.  S." 

By  backing  up  his  rheto- 
ric with  specific  proposals 
to  help  the  Soviet  economy 
(page  42),  Bush  also 
aligned  himself  with  Euro- 
pean thinking  on  peres- 
troika.  And  in  reaffirming 
support  for  the  35-nation 
Conference  on  Security  & 
Cooperation  in  Europe, 
Bush  and  Gorbachev 
boosted  prospects  for  cre- 
ating a  powerful  forum  to 
coordinate  economic 
change.  Bush  also  pleased 
security-minded  Europeans 
by  firming  plans  for  anoth- 
er U.  S.-Soviet  summit  next 


never  discussed  whether  Moscaw  will 
keep  propping  up  Eastern  European 
economies  or  will  try  to  dump  that  bur- 
den on  the  West.  Bush  wanted  to  dis- 
cuss where  the  sputtering  Soviet  eco- 
nomic reform  program  goes  next,  but 
the  topic  never  came  up  save  for  lunch- 
time  small  talk. 

MEASURING  'NOW.'  On  the  flashpoint  of 
German  reunification,  it  remains  unclear 
how  much  agreement  there  is  between 
the  superpowers.  Gorbachev  urges 
against  German  unity  now.  But,asks 
Brookings  Institution  Soviet  expert  Jer- 
ry Hough,  "When  he  says  'now,'  does  he 
mean  10  or  15  years  from  now,  or  six 
months  from  now?"  Gorbachev,  Hough 
believes,  "has  already  made  the  decision 
that  keeping  the  colonies  is  not  political- 
ly or  economically  advantageous."  Gor- 
bachev might  feel  that  a  neutral,  united 
Germany  may  be  more  of  a  problem  for 
NATO  than  for  him. 

So  far,  the  upheaval  in  Europe  has 
worked  almost  entirely  to  the  advantage 
of  the  West.  The  Soviets  have  made  all 
the  concessions  as  their  empire  has  dis- 
solved. Now,  the  West  is  starting  to  feel 
some  shocks  of  its  own.  By  being  more 


RALLYING  FOR 
DEMOCRACY 
IN  PRAGUE 


The  Administration  has  impressed 
the  allies  with  its  quiet  diplomacy, 
avoiding  Reagan-era  machismo 


June  and  for  completion  of  work  on  stra- 
tegic and  conventional  arms  treaties. 

But  what  was  left  unsaid  in  Malta 
may  prove  worrisome.  The  weather, 
which  marooned  Bush  on  the  USS  Bel- 
knap for  one-third  of  the  scheduled 
meetings,  may  have  deprived  the  leaders 
of  the  chats  most  critical  to  charting  a 
course  for  the  post-cold-war  era.  They 


of  a  partner  than  a  boss.  Bush  hopes  to 
convince  the  allies  that  even  as  the  Sovi- 
et threat  recedes,  their  interests  lie  in 
sticking  together. 

By  Bill  Javetski  and  Douglas  Harbrecht 
in  Valletta  and  Brussels,  with  Rose  Brady 
in  Valletta,  Rick  A.  Melcher  in  London, 
Gail  Schares  in  Bonn,  and  Jonathan  Kap- 
stein  in  Brussels 
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THE  SUMMIT  I 


THE  GOODIES  GORBACHEV 
BROUGHT  HOME  FROM  MALTA 


Bush's  trade  pledges  should  help  the  Soviets — and  U.S.  exporters,  too 


Soviet  President  Mikhail  S.  Gorba- 
chev had  good  reason  to  be  de- 
hghted  with  the  basketful  of  eco- 
nomic promises  he  took  back  to  Moscow 
from  Malta.  For  the  first  time  in  nearly 
two  decades,  an  American  President 
wanted  real  trade  with  the  Soviet  Union. 
As  the  summit  ended,  Georgi  A.  Arba- 
tov,  a  top  Gorbachev  adviser  on  U.  S. 
relations,  beamed  to  reporters:  "It's  a 
declaration  of  the  end  of  economic  war- 
fare against  the  Soviet  Union." 

The  symbolic  importance  was  undeni- 
able. But  whether  any  of  the  trade  and 
economic  concessions  will  put  bread  on 


dorsement  from  Bush  is  use  it  to  woo 
U.  S.  business  more  credibly.  After  15 
bleak  years  of  retaliation  for  Moscow's 
human-rights  record  and  invasion  of  Af- 
ghanistan, Bush  told  Gorbachev  he 
wanted  to  create  "a  climate  in  which 
American  businessmen  can  help"  with 
Soviet  economic  reform. 

Once  the  Soviets  codify  a  law  guaran- 
teeing the  right  of  its  citizens  to  emi- 
grate. Bush  has  vowed  to  waive  the  1974 
Jackson- Vanik  Amendment,  which  de- 
nies the  Soviets  any  tariff  breaks  on 
goods  exported  to  the  U.  S.  Moreover, 
Washington  will  put  together  the  first 


SMOOTH  SAILING:  NOW,  MOST-FAVORED-NATION  TRADE  STATUS  IS  ALMOST  A  GIVEN 


the  table  in  Moscow  this  winter  seems 
dubious.  Chronic  shortages  that  were 
commonplace  for  such  items  as  sausage, 
tea,  sugar,  and  soap  have  spread  as  far 
as  the  cotton  that  hospitals  need  to  dress 
wounds.  This  year  in  Moscow,  it'll  be 
some  feat  just  to  find  a  chicken  for  the 
traditional  New  Year's  dinner.  Radical 
Soviet  legislators  led  by  physicist  Andrei 
Sakharov  want  to  lead  a  nationwide 
work  stoppage  on  Dec.  11  to  dramatize 
conditions  and  mobilize  support  for 
swift,  broad  reform. 
What  Gorbachev  can  do  with  his  en- 


comprehensive  bilateral  trade  agreement 
since  1972  for  Gorbachev's  signature  at 
next  summer's  summit. 

Bush  also  vowed  to  consider  expand- 
ing U.  S.  government-backed  credits  to 
help  finance  trade.  He  promised  to  keep 
providing  top-level  advice  on  such  mat- 
ters as  monetary  policy  and  antitrust 
laws.  Perhaps  most  important,  Bush  will 
drop  long-standing  U.  S.  objections  to 
Soviet  entry  to  the  Western  financial 
community.  By  early  next  year,  the  Sovi- 
ets could  be  observers  at  the  General 
Agreement  on  Tariffs  &  Trade,  the  97- 


ll 


nation  group  formed  to  promote  ope 
trade.  That  could  pave  the  way  for  Moi 
cow  eventually  joining  the  World  Ban 
and  International  Monetary  Fund. 

While  none  of  this  will  create  a  quic 
fix,  it  can  open  doors.  The  Soviets  can 
'  sell  most  of  their  goods  in  the  U.  S.  b< 
cause  their  quality  is  too  low.  But  oi 
those  items  they  can  export,  such  a 
furs  and  precious  stones,  dropping  JacH 
son-Vanik  and  granting  most-favored-n?i 
tion  trading  status  will  help  a  lot.  Fc 
example,  a  special  Soviet-produced  pow 
der  used  to  aid  superconductors  woulf 
fall  from  $750  a  pound  to  $500;  a  case 
vodka  would  cost  $15  less. 
PUMPS  AND  PIPES.  The  flip  side  is  thi 
easing  tariffs  on  Soviet  goods  may  aci 
ally  help  U.  S.  exporters.  The  Sovie 
now  have  an  informal  policy  of  buyinj 
West  European  and  Japanese  goods  b( 
fore  considering  American  ones.  As 
result,  U.  S.-Soviet  trade  is  a  woeful 
billion  a  year,  about  what  the  U. 
swaps  with  Canada  in  less  than  a  wee 
Once  the  sanctions  are  droppe^ 
Soviets  will  consider  U. 
goods  more  equitably,  arguej 
Dwayne  0.  Andreas,  chairma  Iti'i 
of  Archer  Daniels  Midland  Co 
a  major  U.  S.  grain  processoi  p| 
"If  we  grant  them  MFN,  we  wi! 
probably  increase  our  agricu' 
tural  exports  to  the  Sovie 
Union  by  one- third." 

Any  fresh  trade  that  result 
from  Bush's  initiatives  will  b  mji 
"very  clearly  export-drive:  jtal 
from  the  U.  S.,"  says  an  Admir 
istration  trade  official.  To  hel 
finance  some  of  the  deals,  Busl  ^ 
offered  to  consider  waiving  th 
1974  Stevenson  Amendment 
which  places  a  $300  million  ca] 
on  credits  available  for  Sovie 
trade  from  the  Export-Impor 
Bank.  An  Administration  off 
cial  predicts  that  the  new  sale 
opportunities  will  be  "plain-va  itot 
nilla  products:  pumps,  pipes  mu 
turbos,  locomotives,  and  trac 
tors."  He  adds:  "It's  going  U 
mean  enormous  business  fo 
the  U.  S." 


At  Malta,  Bush  did  not  address  th( 
next  step  in  trade  normalization  with  tht  jj^ 
Soviets:  relaxing  controls  on  high-tecl 
goods.  But  encouraged  by  the  Malta  re 
suits,  some  top  American  executives  art 
calling  for  ending  restrictions  on  higl 
tech  and  replacing  them  with  a  smalle)  »- 
list  of  banned  goods.  "These  West  Euro 
pean  countries  or  Japan  will  go  around  i 
[the  system  of  controls].  They'll  abandoi 
it  if  the  U.  S.  keeps  its  policies,"  sug 
gests  William  Norris,  founder  of  Minne 
sota  computer  maker  Control  Data  Corp 
Administration  officials  say  no  wide 
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1  relaxation  can  be  expected  soon, 
h's  concessions  drew  favorable  of- 
comment  in  Moscow.  But  to  Mus- 
3  trudging  through  the  snow  to 
stores,  Soviet  participation  in 

organizations  such  as  GATT  may 
nothing.  "The  GATT?  Never  heard 

says  Michael  Malinin,  a  20-year- 
tudent.  Like  many,  Malinin  has 

about  offers  of  U.  S.  assistance. 

But  he  says,  "We  would  never  accept 
direct  help.  This  is  a  proud  country." 

Gorbachev's  answer  so  far  has  been  to 
press  for  reforms  rather  than  embark  on 
crash  programs  to  buy  consumer  goods 
abroad,  as  some  advisers  recommend. 
With  transportation  snarls  and  the  black 
market,  even  emergency  imports  seldom 
reach  ordinary  consumers. 

The  Soviets  weren't  looking  for  a  bo- 

nanza  at  Malta,  just,  as  one  said,  pay- 
ment of  "past  dues"  for  the  Soviet  with- 
drawal from  Afghanistan  and  freeing 
Jews  to  emigrate.  To  them.  Bush's 
promises  aren't  so  much  a  step  forward 
as  assurance  that  the  U.  S.  is  climbing 
aboard  the  perestroika  bandwagon. 

By  Rose  Brady  in  Valletta  and  Moscow, 
mth  Paul  Magnusson  in  Washington  and 
Peter  Galuszka  in  New  York 

LL  McCAW  BE  ENSNARED 
THE  NET  OF  HIS  DREAMS? 

paying  too  much.  Even  Bear,  Stearns  & 
Co.  analyst  Kenneth  M.  Leon,  who  sees 
penetration  of  up  to  20%  by  the  year 
2000,  concedes:  "It  will  take  8  to  10 
years  to  show  a  good  return." 

What's  more,  these  models  assume  no 
new  regulation  of  the  industry  and  few 
competing  technologies — increasingly 
risky  assumptions  these  days.  For  in- 
stance, Millicom  Inc.,  a  New  York-based 
company  with  cellular  interests  in  Brit- 
ain, last  month  asked  the  Federal  Com- 
munications Commission  to  reserve  part 
of  the  radio  spectrum  for  a  new  cordless 
phone  technology.  Far  from  rejecting 
the  request,  the  FCC  has  asked  for  public 
comment.  Regulation  may 
pose    a    more  serious 
threat:  California's  Pub-  ^ 
lie  Utilities  Commission, 

ig  LIN  may  pay  off — but  only  with  explosive  growth  in  cellular  use 

y  all  appearances,   Craig  0. 
McCaw  sits  squarely  in  the  driv- 
er's seat  of  the  $3.3  billion  cellu- 
isiness.  On  Dec.  4,  the  reclusive 
lan  of  McCaw  Cellular  Communi- 
s  Inc.  apparently  won  a  nasty  bat- 
LIN  Broadcasting  Corp.  UN  would 
i  million  potential  U.  S.  customers 
h  choice  markets  as  Los  Angeles, 
York,  and  Houston  to  McCaw's  al- 
commanding  50  million,  far  out- 
ing the  closest  competitor.  Most  of 
cCaw  may  finally  have  lassoed  the 
al  market  he  has  craved  ever  since 
nped  into  cellular  in  1984  (map). 
V,  he  really  has  to  step  on  the  gas. 
ecord  price  he  plans  to  pay  for 
some  $6.3  billion,  or  about  $350  per 
ial  customer — will  require  $3  bil- 
n  new  bank  loans.  McCaw  now 
$L8  billion  in  long-term  debt,  al- 
ii it  plans  to  offset  some  of  that 
sset  sales.  Higher  interest  pay- 
will  keep  McCaw,  which  lost  $230 
1  on  sales  of  $352  million  in  the 
nonths  ended  Sept.  30,  from  mov- 
ito  the  black  until  1993,  at  best, 
while,  other  cellular  operators, 
as  Pacific  Telesis  Group,  have  be- 

0  turn  substantial  profits. 

N  POPS.  Given  that  McCaw  built  an 
that  in  less  than  three  years  has 

1  to  be  valued  by  the  stock  market 
9  billion,  few  doubt  he'll  succeed, 
ath  LIN,  it's  more  critical  than  ever 
^IcCaw  grow  fast. 

5t,  he  must  wrap  up  the  LIN  deal, 
ad  announced  in  September  that  it 

accept  BellSouth  Corp.'s  offer  to 
i  the  two  companies'  cellular  prop- 
.  But  McCaw  kept  topping  Bell- 
's offers.  He  went  for  the  kill  on 
2,  when  he  met  with  LIN  officials 
weetened  his  latest  offer  of  $150  a 
for  a  controlling  stake.  BellSouth, 

didn't  up  its  bid,  now  says  only 
it's  studying  its  options.  In  the 
VIcCaw  proved  more  motivated.  As 
w  President  Hal  Eastman  puts  it: 

"If  the  transaction  had  gone  the  other 
way,  we  could  not  have  built  a  truly 
national  network." 

To  make  it  pay  off,  cellular  must  real- 
ize the  high  hopes  investors  hold  for  it. 
McCaw  officials  cite  a  model  of  the  in- 
dustry drawn  by  Moran  Asset  Manage- 
ment Inc.,  a  large  LIN  stockholder.  It 
assumes  15%  of  Americans  will  use  cel- 
lular phones  by  the  turn  of  the  century, 
vs.  less  than  2%  today,  and  that  more 
efficient  operations  will  generate  65$ 

1^  McCAW'S  CURRENT  MARKETS 
ID  UN'S  CURRENT  MARKETS 

\                                                     •              ^                .    •  NEW 
I                                                    •         J\                     •  ^V^ORK 

r                   *  '-'^ 

^  •                                                                                 •  PHIIADEIPHIA 

LOS  ANGELES                          •  ** 

•  DALLAS  -  FORT  WORTH^^^y  • 

McCAW  TIES  UP           ^TV  7^  houston 
A  NATIONAL  NETWORK 

in  cash  flow  for  every  $1  of  revenue. 
Today,  that  figure  is  well  under  50$. 
If  those  bullish  projections  pan  out, 
then  each  potential  customer,  or  POP, 
in  the  industry  lingo,  would  be  worth 
about  $424.  Since  McCaw  is  paying  $350 
a  POP,  it  would  enjoy  a  comfortable 
margin. 

Yet  other  analysts,  and  many  lenders, 
assume  a  penetration  rate  a  decade  from 
now  of  only  12%  or  so,  with  cash  flow 
margins  closer  to  50%.  Under  those  as- 
sumptions, says  Martin  G.  Hyman  at 
Booz,  Allen  &  Hamilton  Inc.,  McCaw  is 

often  a  pacesetter  for  other  states,  is 
looking  at  ways  to  stimulate  competition 
and  cut  prices.  That  could  render  cur- 
rent cellular  values  meaningless. 

And  once  McCaw  closes  the  LIN  deal, 
he  must  quickly  integrate  LIN's  net- 
works with  his  own  to  realize  economies 
of  scale.  What's  more,  he'll  have  to  up- 
grade some  LIN  networks,  such  as  New 
York  City's,  which  is  known  for  poor 
service.  And  he  may  not  have  the  help  of 
Donald  A.  Pels,  the  respected  LIN  chair- 
man who  led  the  fight  against  McCaw's 
advances.  Pels  isn't  talking,  but  most 
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outsiders  doubt  he  will  stick  around. 

Still,  LIN  will  give  McCaw  plenty  of 
help  in  the  long  run.  It's  already  very 
profitable,  posting  operating  income  of 
$69  million  on  cellular  revenues  of  $128 
million  in  the  nine  months  ended  Sept. 
30.  Combining  McCaw's  properties  with 
LIN's  figures  to  encourage  more  drivers 
to  make  calls  as  they  drive  between  cit- 
ies. The  upshot:  more  lucrative  long-dis- 
tance revenues,  and  a  leg  up  in  luring 


corporate  accounts.  "This  positions  us  to 
serve  large  companies,"  says  Eastman. 

In  any  case,  McCaw  had  little  choice. 
Without  LIN,  it  would  have  a  far-flung 
collection  of  average  properties  and  little 
access  to  the  biggest  markets.  Uncertain 
as  the  prospects  remain,  the  odds  look 
better  for  McCaw-LiN  than  for  McCaw 
alone.  For  a  gambler  like  Craig  McCaw, 
that's  an  easy  bet  to  make. 

By  Robert  D.  Hof  in  San  Francisco 


BUYOUTS  I 


EUROPE  SEEMS  TO  BE  LOSING 
ITS  APPETITE  FOR  LBOs 


The  shaky  Isosceles  deal — Europe's  biggest — may  slow  buyout  activity 


Just  last  summer,  American-style  le- 
veraged buyouts  looked  as  if  they 
would  become  the  rage  in  Europe, 
opening  a  fresh  market  for  U.  S.  bank- 
ers. Instead,  European  buyout  fever  is 
suddenly  cooling,  especially  in  Britain, 
where  a  lot  of  big  deals  now  look  shaky. 
The  latest  sign  of  trouble  came  in  early 
December,  when  the  backers  of  the  Isos- 
celes PLC  takeover,  Europe's  biggest  LBO 
ever,  were  unable  to  find  takers  for  a 


got  to  slow  down  to  a  more  realistic 
level,"  says  Roger  Byatt,  general  man- 
ager of  corporate  lending  at  National 
Westminster  Bank  PLC. 

From  its  outset  last  summer,  the  Isos- 
celes deal  was  controversial.  The  big 
retailer,  formerly  known  as  Gateway 
Corp.,  attracted  fierce  bidding.  The  bat- 
tle also  marked  the  first  major  foray 
into  Europe,  albeit  on  the  losing  side,  for 
U.  S.  buyout  artists  Wasserstein,  Perella 


A  GATEWAY  IN  LONDON:  THE  SUPERMARKET  CHAIN  ATTRACTED  FIERCE  BIDDING 


big  chunk  of  the  British  supermarket 
group's  $2.1  billion  in  debt. 

The  disappointment  is  one  of  several 
signs  that  European  LBO  activity  is  likely 
to  slow  down.  As  in  the  U.  S.,  bankers 
are  losing  their  enthusiasm  for  big 
deals.  The  jitters  are  also  likely  to  nip  a 
budding  market  for  Euro-junk  bonds, 
which  some  saw  as  a  future  source  of 
financing.  "The  buyout  game  got  played 
at  a  faster  and  faster  pace  and  now  has 


&  Co.  Right  now,  the  16  underwriters  in 
the  winning  group,  which  includes 
Chemical  Bank,  S.  G.  Warburg,  and  Su- 
mitomo Bank,  are  stuck  with  $848  mil- 
lion more  in  paper  than  they  had 
planned. 

To  make  the  $3.3  billion  LBO  work. 
Isosceles  had  banked  on  raising  $1.1  bil- 
lion by  selling  off  its  British  superstores 
to  a  rival  chain  and  also  by  unloading  its 
Herman's  Sporting  Goods  Inc.  chain  in 


the  U.  S.  Although  the  superstores  ha- 
in  fact  been  sold  for  $1.1  billion,  Isosc 
les'  investment  bankers  failed  to  tal 
into  account  the  souring  of  Britain's  r 
tail  market,  food  included,  amid  15'^f  i 
terest  rates  and  recession  fears.  Ai^ 
there  went  investors'  appetite  for  mo| 
LBO  paper. 

'INDIGESTION.'  Isosceles'  bankers 
that  sales  and  operating  profits  are 
ning  ahead  of  projections,  but  the  groij 
can't  help  being  linked  in  investor! 
minds  with  the  gloomy  prospects  for  tl^ 
industry.  Indeed,  other  big  British  reta 
ers  already  are  in  the  soup.  Mass-mar^ 
furniture  seller  Magnet  Group  Lt 
backed  last  July  by  Bankers  Trust  Co. 
a  $981  million  buyout,  is  struggling 
refinance  its  debt  after  falling  short 
its  projection  of  15%  growth  in  sale 
Another  big,  troubled  retailer  is  MFI  Fu' 
niture  Group  Ltd.,  which  Chemical  Bar 
led  in  a  $1.1  billion  buyout  in  1987.  m: 
has  slashed  capital  spending,  laid  off  er  ^ 
ployees,  and  deferred  some  $94  millic  Ws 
in  debt  payments. 

Unlike  in  the  U.S.,  none  of  the  b;  ® 
LBOs  has  yet  defaulted  or  been  throw  ^ 
into  bankruptcy,  in  part  because  debt-t 
equity  levels  have  remained  in  the  rati 
er  conservative  3-  or  4-to-l  range,  rath< 
than  the  stateside  10-to-l  ratio.  But  tl 
recent  troubles  are  killing  interest  i 
more  big  deals.  "Bankers  have  a  level  (  i;S< 
indigestion  that  is  making  appetites  di  ''^ 
up,"  says  J.  Gordon  Bonnyman,  manaj 
ing  director  at  Bankers  Trust. 

Britain's  problems  are  also  chilling  tl 
far  more  fragile  LBO  market  on  the  Co:  * 
tinent,  where  there  was  always  gres  '^h 
skepticism  about  high  finance,  Amei 
can-style.  One  troubled  deal  is  the  pen<  'Ei! 
ing  $334  million  buyout  of  French  fir(  |i 
extinguisher  maker  Compagnie  Central  flte 
Sicli,  which  was  to  be  led  by  Banker  KlL 
Trust  and  Wasserstein  Perella.  The  ori{  i4 
inal  bidders  have  pulled  out,  and  ne  J"x 
buyers  have  stepped  forward  with  a  lov 
er,  conditional  offer.  '■  fr 

Buyouts  in  Britain,  the  most  fertil  '■it" 
market  by  far,  are  still  expected  to  h  K. 
$11  billion  in  1989,  up  40%,  according  t 
the  Center  for  Management  Buyout  R( 
search.  But  most  of  that  activity  came  i 
the  first  nine  months.  Few  think  199  Bin 
will  match  this  year's  performance.  ay 

So  those  American  investment  bank  is: 
that  rushed  overseas  hoping  to  replicat 
the  rich  fees  that  U.  S.  LBOs  have  genei 
ated  are  now  likely  to  be  disappointed,  a 
least  in  the  near  term.  Yet  the  fact  tha  l-- 
some  of  the  pioneer  deals  are  sputterin;  ^  I 
doesn't  seem  to  have  stopped  buyou  ki 
groups  from  hustling  new  money  fror  !;;' 
American,  European,  and  Japanese  ir  bi 
vestors.  The  latest  sales  pitch:  refinam  t  r 
ing  troubled  companies.  f 
By  Richard  A.  Melcher  in  Londc  \ 
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JCTURINGSI 


IG  AROUND  THE  ROSIE 
KINDER-CARE 


nplex  buyout  scheme  has  many  shareholders  reeling  again 


rinder-Care  Learning  Centers  Inc., 
once  a  successful  pioneer  in  day 
^care,  has  become  one  of  the  most 
5ed  stock  investments  of  the  de- 
On  Dec.  4,  it  finally  disentangled 
from  a  parent  company  that  had 

I  up  an  insurance  company,  two 

and  loan  associations,  a  New 

arbitrage  house,  and 
ipecialty  retail  chains 
f  a  disastrous  four-year 
ification  binge.  That's 
rood  news.  The  bad 
f  The  divorce  left 
r-Care  with  $400  million 
)t.  Now,  the  chastened 
iny  is  vowing  to  concen- 
its  efforts  on  its  core 
,re  operation, 
ting  back  to  basics  may 

like  a  blessing  for  long- 
ring  shareholders.  In 
ise,  it's  not.  Through  a 
e  series  of  events,  many 
tors  who  bought  the 
years  ago  because  they 
:he  burgeoning  opportu- 

in  day  care  now  find 
selves  holding  only 
;  of  Enstar  Group  Inc., 
ormer  parent  company 
dug  itself  into  a  hole. 
63%'  of  Kinder-Care  is 
fi  the  hands  of  Lodestar 
I,  a  New  York  investment-banking 
[ue  headed  by  Ken  Miller,  a  former 

II  Lynch  Capital  Markets  vice-chair- 
vho  is  now  Lodestar's  CEO. 

;il  the  middle  of  this  decade, 
r-Care  was  one  of  America's  pre- 
growth  companies.  Founded  in 
romery,  Ala.,  in  1969  by  Perry 
si,  Kinder-Care  was  the 
mass-marketer  of  day- 
ervices.  It  raised  money 
stock  market  to  expand 
iwide,  and  by  1986,  the 
my  had  1,066  child-care 
•s  in  40  states.  But  dou- 
^t  growth  rates  weren't 
;h  for  Chairman  Men- 
second-in-command, 
lent  Richard  J.  Grass- 
.  In  addition  to  spear- 
ng  the  diversification 
at  what  was  then  known 
inder-Care  Inc.,  Grass- 
gained  approval  from 
>oard  of  directors  to 
a  $100  million  portfolio 


of  investments  to  augment  earnings. 

For  a  time,  Grassgreen  looked  like  a 
hero.  He  was  borrowing  money  at  10.5% 
and  earning  13%-  or  more  on  his  invest- 
ments. But  shortly  after  the  stock  mar- 
ket crash  in  October,  1987,  the  bombs 
started  falling.  Kinder-Care  was  forced 
to  take  big  write-offs  to  account  for  the 


sagging  value  of  its  investment  portfolio 
and  for  misadventures  in  the  oil  busi- 
ness. Shareholder  ire  reached  a  peak  in 
early  1988,  when  the  parent  company 
effectively  borrowed  $150  million  from 
the  day-care  operation  to  buy  Miami's 
American  Savings  &  Loan  Assn. 
Grassgreen  makes  no  apologies  for 


BACK  TO  BASICS: 
KINDER-CARE'S  NEW  STRATEGY 

FIX  BALANCE  SHEIT  Must  trim  $400  million  m  debt.  Will  liqui- 
date a  $58  million  junk-bond  portfolio,  raise  an  additional  $147 
million  from  a  sale-leaseback  of  192  centers 

INSTALL  NEW  MANAGEMENT  Will  hire  new  chief  executive  to 
replace  67-year-old  Perry  Mendel,  who  plans  to  retire  in  1990 
ACCELERATE  NEW  CENTER  OPENINGS  WiU  open  about  70  centers 
in  1990.  Pace  is  expected  to  pick  up  in  future  years 
TAP  THE  CORPORATE  CHILD  CARE  MARKET  Beginning  to  court 
hospitals  and  universities.  Factory  and  office  worksite  day-care 
management  also  is  being  planned 

DATA:  BW.  KINDER-CARE  LEARNING  UNTERS  INC. 


his  moves.  "Everything  was  done  to  in- 
crease shareholder  value,"  he  says.  "The 
market  unfortunately  chose  to  react 
emotionally  to  the  write-offs.  The  under- 
lying values  of  what  we  bought  have 
always  been  there."  That's  little  comfort 
to  shareholders,  who  saw  their  stock 
plummet  from  a  peak  of  19  in  mid-1987 
to  below  7  by  the  end  of  1988. 

In  an  attempt  to  pump  up  its  stock 
price,  Kinder-Care  management  in  1988 
set  up  the  day-care  unit  as  a  freestand- 
ing subsidiary  called  Kinder-Care  Learn- 
ing Centers  and  sold  a  portion  of  it  to 
the  public  at  $7  a  share.  But  the  $42 
million  raised  from  the  sale  of  a  13%;' 
stake  in  Learning  Centers  made  only  a 
small  dent  in  paying  off  American  S&L's 
acquisition  debt.  Additionally, 
Grassgreen  could  no  longer 
freely  tap  the  day-care  compa- 
ny's cash  flow  to  finance  the 
needs  of  other  units.  He  had 
to  raise  cash  fast. 
UP  FOR  GRABS.  Enter  Lode- 
star Group.  It  approached 
Mendel  and  Grassgreen  early 
this  year  with  a  proposal  for  a 
rights  offering.  Commonly 
used  in  Europe  and  Canada, 
rights  issues  enable  a  compa- 
ny to  raise  new  equity  capital 
by  allowing  existing  share- 
holders to  buy  more  stock  at 
a  bargain  price.  The  two  sides 
hammered  out  a  plan  that 
gave  shareholders  in  the  par- 
ent company  first  crack  at 
purchasing  $161  million  worth 
of  its  stock.  That  would  give 
Grassgreen  the  cash  he  need- 
ed. In  return,  the  sharehold- 
ers would  receive,  tax-free, 
the  parent's  remaining  hold- 
ings in  the  Learning  Centers  subsidiary. 

For  Lodestar's  part,  it  would  get  to 
buy  3.5  million  shares  of  stock  in  the 
day-care  company  from  the  parent,  in 
exchange  for  agreeing  to  acquire  any  of 
the  parent's  rights  offering  not  picked 
up  by  shareholders.  But  the  deal  fell 
apart  in  September  after  the  Internal 
Revenue  Service  balked  at 
ruling  the  transaction  a  tax- 
free  exchange  of  stock.  The 
plan  reemerged  on  Oct.  4  as  a 
$189  million  rights  offering 
for  shares  in  the  day-care 
company — not  the  parent,  as 
originally  agreed.  'The  differ- 
ence was  crucial.  Sharehold- 
ers of  what  was  to  be  re- 
named Enstar  had  to  pony  up 
$4.75  per  share  if  they  wanted 
to  get  their  hands  on  any  of 
the  87 %c'  stake  in  Kinder-Care 
Learning  Centers  being  sold 
by  the  parent  company.  It 
looked  to  be  a  good  deal:  The 
day-care  company's  stock  was 
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then  trading  above  $6  a  share.  Again, 
Lodestar  promised  to  buy  up  all  rights 
not  exercised  by  other  holders. 

Everyone  involved  agrees  that  many 
shareholders  missed  the  importance  of 
the  change.  For  many,  anger  at  Grass- 
green's  stewardship  of  the  company  ap- 
parently overwhelmed  the  economic  ar- 
gument for  putting  up  more  money.  But 
there  was  also  a  sense  of  flimflam.  Says 
a  retiree  living  in  South  Carolina:  "Why 
should  I  have  to  pay  for  something  I 
already  own?" 

A  DOUBLE  WHAMMY?  In  the  end,  howev- 
er, only  a  third  of  the  rights  were  exer- 
cised. That  left  Lodestar  with  $158  mil- 
lion tied  up  in  the  day-care  company,  far 
more  than  it  originally  anticipated  in- 
vesting. Indeed,  it  amounts  to  more  than 
half  of  the  $300  million  it  raised  to  invest 
in  the  buyouts. 

Miller  is  confident  he  made  a  shrewd 
investment,  but  he  isn't  trumpeting  his 
good  fortune.  He  has  offered  to  buy  out 
all  minority  shareholders  in  Learning 
Centers  at  $6  a  share — the  stock  now 
trades  below  5 — and  boasting  would  al- 
most certainly  persuade  board  members 
to  reject  his  bid. 

If  that  happens,  Miller  and  Lodestar 
may  have  to  take  a  different  tack.  Al- 
ready, Miller  is  working  closely  with 
Mendel  to  hire  a  chief  executive  to  re- 
place Mendel,  67,  when  he  retires  in 
1990.  A  plan  to  reduce  the  day-care  com- 
pany's debt  is  well  advanced  (table,  page 
45),  and  it's  readying  a  move  into  the 
corporate  on-site  day-care  business. 

Dramatic  earnings  improvements 
aren't  likely,  however.  Chief  Financial 
Officer  Eddie  0.  Nabors  estimates  that 
the  pretax  operating  profit  margin  after 
interest  charges  might  rise  in  the  next 
two  years,  to  between  &/<  and  from 
last  year's  4%  to  5/'(.  "There's  nothing 
we  could  do  overnight  that,  whammy, 
would  double  margins,"  Nabor  says. 
Weekly  child-care  rates  were  raised  6.69^ 
in  October,  bringing  the  average  weekly 
charge  to  $71,  vs.  47f-to-5%  increases  in 
recent  years. 

Longtime  shareholders  who  missed 
the  rights  offering  are  trying  to  guess 
Grassgreen's  next  move,  now  that  the 
day-care  business  is  out  of  his  hands. 
Enstar  already  has  piled  up  $171  million 
in  losses  this  year,  mainly  as  a  result  of 
write'io^■  ns,  but  Grassgreen  is  project- 
ing th  it  'j;  rnings  for  the  .S&L,  insurance 
company,  a  ad  retail  units  will  top  $30 
million  in  1990.  And  hold  on:  Any  day 
now,  says  an  informed  source,  an  outsid- 
er will  file  a  13-D  report  showing  a  hold- 
ing of  Enstar  in  excess  of  5%.  Grass- 
green  may  wind  up  in  yet  another 
confusing  takeover  saga.  But  this  time, 
he  may  be  on  the  receiving  end. 

Bi/  Chuck  Hawkina  in  Montgomery 


AEROSPACE  I 


CHRYSIER  HEADS 
BACK  TO  EARTH 


It's  selling  aerospace  and  defense 
operations  to  concentrate  on  cars 


It's  back  to  the  future  at  Chrysler 
Corp.  The  carmaker  that  fought  for 
survival  in  the  early  '80s  is  again 
battening  down  the  hatches.  Right  after 
announcing  a  plant  closing  and  2,300  job 
cuts.  Chairman  Lee  A.  lacocca  on  Dec.  6 
put  the  company's  aerospace  and  de- 
fense-electronics business  on  the  block. 

Only  four  years  after  buying  Gulf- 
stream  Aerospace  Corp.,  the  core  of  his 
$1.3  billion  Chrysler  'Technologies  unit, 
lacocca  is  getting  back  to  basics.  The 
potential  sale  doesn't  mean  that  Chrys- 
ler is  desperate  for  cash.  But  it's  clearly 


GULFSTREAM'S  PAULSON  MAY  PUT  IN  A  BID 


feeling  the  heat  in  a  market  with  slack 
demand  and  lots  of  players  (page  120). 
"This  could  be  the  fight  to  the  death," 
warns  Chrysler  Vice-Chairman  Gerald 
Greenwald.  Through  November,  Chrys- 
ler's share  of  the  U.  S.  car  and  truck 
market  is  down  sLx-tenths  of  a  point. 
Montgomery  Securities  analyst  Ronald 
A.  Glantz  reckons  its  automotive  busi- 
ness lost  $34  million  in  the  third  quarter 
through  costly  incentives.  And  unlike 
General  Motors  and  Ford,  Chrysler  has 
no  profitable  European  operations. 

Worse  yet,  there's  no  relief  in  sight. 
The  most  pessimistic  of  the  Big  Three, 


li 


En! 


Chrysler  sees  car  and  truck  sales  in  t 
U.  S.  next  year  dropping  as  much  as  4 
to  14.2  million  units.  At  the  same  ti; 
the  Japanese  are  pumping  up  productii 
in  the  U.  S.,  without  limiting  impoi 
much.  And  Chrysler's  major  sources 
profits.  Jeeps  and  minivans,  face  an  c 
slaught  of  competition. 
CASH  CRUNCH.  To  Stay  in  the  ra(» 
Chrysler  is  planning  to  spend  $15  billii 
on  products  and  plants  within  five  yeai 
The  offerings  will  include  a  redesigni 
minivan  next  year,  a  mini-Jeep  to 
built  with  Renault,  and  a  line  of  midsi 
and  luxury  cars  in  the  mid-'90s  to 
place  Chrysler's  aging  K-car  platform 

To  finance  those  ambitious  plans — ai 
the  heavy  rebates  that  the  industry  car 
shake — Chrysler  is  trimming  costs.  It 
ready  has  boosted  its  goal  of  cutting 
billion  from  fixed  costs  by  the  end 
1990.  White-collar  jobs  are  being  slice  js? 
87<  through  layoffs,  early  retirement  iior 
and  attrition.  And  a  Detroit  plant  th  ale 
assembles  the  Omni  and  Horizon  su 
compacts  will  be  shuttered  early  in  199  i\[ 
nearly  two  years  ahead  of  plan.  Iacoc(  sr. 
has  said  that  another  plant  is  likely  Iw 
close.  In  September,  Chrysler  rais^in 
$309  million  by  selling  part  of  its  stal 
in  Mitsubishi  Motors  Corp. 

The  sale  of  Chrysler  Technologi( 
won't  raise  much  more.  Yet,  with  comp 
tition  so  fierce,  it  won't  hurt.  Analys'  wci 
predict  Chrysler  will  be  hard-pressed 
get  even  the  $1  billion  it  paid  for  bol 
Gulfstream,  the  leading  maker  of  b: 
business  jets,  and  Electrospace  System 
a  defense  unit.  Gulfstream's  order  baci  no 
log  is  dwindling,  while  it  must  spen  a! 
heavily  to  develop  its  next-generatic  m 
aircraft.  And  with  defense  outlays 
Washington's  chopping  block.  Electro 
space  may  feel  the  squeeze,  too. 

Chrysler  says  it  already  has  talked  t 
some  potential  buyers.  Chief 
them:  Gulfstream  Chairman  Allen 
Paulson,  who  has  taken  a  leave  of  al 
sence  to  consider  a  bid.  He  says  that  h  ^4 
may  also  bid  for  Learjet  Corp. 

Chrysler  emphasizes  it  won't 
forced  into  a  fire  sale.  "Technologies  ha  g ! 
been  a  small  part  of  Chrysler  but  a  coi 
sistently  profitable  one,"  says  John 
Stellman,  vice-president  for  finance  an 
planning  for  the  unit.  "There  is  no  nee  fjg. 
to  sell  it  if  we  can't  get  good  values. 
The  business  posted  record  operatin 
profit  of  $149.5  million  in  1988,  or  6.5', 
of  the  auto  maker's  total. 

Chrysler's  diversification  dream  i 
clearly  behind  it.  The  company  is  no 
expected  to  spin  off  its  financial  unit  an; 
time  soon,  but  it's  not  planning  acquis 
tions  either.  lacocca  now  has  his  troojAjp 
squarely  focused  on  the  battle  in  autos  ^jj^ 

By  Wendy  Zellner  in  Detroit,  with  Chuc  .j. 
Hawkins  in  Atlanta 
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PACE  I 


■LING  OUT 
AIRBUS 


ght  in  to  cut  losses,  Robert 
1  runs  into  a  stone  wall 


ir  years,  European  governments 
md  the  U.  S.  have  pressured  the 
Urbus  Industrie  joint  venture  to 
.e  more  like  a  commercial  enter- 
Last  March,  the  government-fi- 
i  aircraft  consortium  responded  by 
alining  management  and  bringing 
financial  director,  Robert  Smith, 
British  Aerospace  PLC  to  toughen 
counting  practices  and  cut  costs, 
mith  ran  into  such  resistance  and 
y  that  he  quit  in  early  December. 
V  would  seem  to  be  the  perfect 
or  Airbus  to  reform  itself  relative- 
nlessly.  While  a  strike  at  British 
pace  is  slowing  production,  de- 
for  Airbus'  planes  has  never  been 
It  now  has  orders  for  756  air- 
worth  $42  billion,  along  with  107 
itments  adding  up  to  an  additional 
ion  for  its  new  A-321.  With  a  little 
ration.  Smith  could  have  installed 
nancial  discipline  needed  to  finally 
Airbus  into  a  profitmaker. 
ivCK.,'  Instead,  Smith's  resignation 
5  clear  that  the  consortium  won't 
end  its  dependence  on  funding 
West  Germany,  Britain,  France, 
pain.  It's  "a  real  setback"  for  ef- 
to  turn  Airbus  into  a  normal  com- 
al  enterprise,  says  an  official  in 
any's  Economics  Ministry, 
.t  may  lead  to  more  trade  tension 
Washington  and  U.  S.  manufactur- 
'hich  contend  that  government  sup- 
^ives  Airbus  an  unfair  advantage  in 
the  global  and  U.  S.  domestic  mar- 
The  Commerce  Dept.  charges  that 
s,  since  it  was  formed  in  1969,  has 
ed  $16  billion  in  government  subsi- 
Adds  a  McDonnell  Douglas  Corp. 
il:  "Because  of  its  government  sub- 
,  Airbus  can  undercut  our  prices." 
one  way  to  quiet  the  critics,  the 
pean  governments  brought  in 
I  to  try  to  cut  the  losses  that  have 
ed  the  consortium  since  its  incep- 
This  year's  estimated  $500  million 
it  Airbus  Industrie  will  be  the  21st 
il  deficit  in  its  21-year  history. 
;  main  problem  is  that  Airbus  man- 
ent,  which  favors  reform,  is  re- 
ed to  marketing  the  planes.  Produc- 
s  controlled  by  four  big  partners — 
;h,  German,  British,  and  Spanish 
anies.  They  enjoy  the  position  of 
poly  suppliers  and  largely  set  their 
3rices  during  sessions  that  are  "like 
,rs'  club  meeting,"   complains  a 


DEMAND  FOR  ITS  PLANES  IS  HIGH— BUT  AIRBUS  REMAINS  IN  THE  RED 


French  government  source.  For  exam- 
ple, French  officials  believe  Germany's 
Messerschmitt-Bolkow-Blohm  charges 
several  times  its  own  costs  to  install 
seats  and  other  cabin  fixtures.  But  they 
can't  prove  it  because  they  can't  get  ac- 
cess to  the  German  company's  books. 
RIVAL  BIDS.  Smith  was  given  a  mandate 
to  open  up  the  books — an  essential  step 
toward  cutting  costs — but  Airbus  insid- 
ers say  he  ran  into  a  stone  wall,  especial- 
ly at  France's  state-owned  Aerospatiale. 
Declares  Jacques  Plenier,  head  of  Aero- 
spatiale's aircraft  division:  "I  know  my 
Airbus  costs  very,  very  well,  but  I'm  not 
going  to  disclose  them." 

Despite  such  problems,  the  reform 


movement  at  Airbus 
is  making  some 
progress.  For  the 
new  A-321,  which  is 
a  "stretched"  ver- 
sion of  the  A-320, 
Airbus  sought  rival 
bids  for  the  first 
time.  Fuselage  sec- 
tions for  the  new 
plane  will  be  built  by 
British  Aerospace, 
which  underbid  tra- 
ditional fuselage 
supplier  MBB.  BAe  is 
even  prodding  Air- 
bus to  try  seeking 
bids  outside  the  four- 
company  partner- 
ship. "But  we  don't  have  agreement  on 
that  point,"  admits  Maurice  Dixson, 
managing  director  of  BAe's  Commercial 
Aircraft  Div. 

Ultimately,  most  agree.  Airbus  needs 
a  more  responsible  management  struc- 
ture. One  proposal:  Put  the  operations  of 
the  four  industrial  partners  under  a  sin- 
gle, at  least  partially  privatized,  holding 
company.  This  could  force  Airbus  to  act 
like  a  normal  business.  If  so,  "Airbus 
could  be  not  only  in  the  black  but 
strongly  in  the  black,"  says  a  German 
government  official.  That's  uncharted 
territory  for  the  cozy  airplane  cartel. 
By  Stewart  Toy  in  Paris,  with  Mark  Mare- 
motit  in  London  and  Roon  Lcivald  in  Bonn 


PUBLISHING  I 


FROM  TYPESETTER 
TO  INSIDER  TRADER? 


The  SEC  nabs  a  suspect  for  trading  on  BW's  Inside  Wall  Street  column 


Among  BUSINESS  WEEK'S  most 
faithful  readers  are  members  of 
the  New  York  Stock  Exchange's 
Stock  Watch  department,  which  moni- 
tors unusual  trading  patterns.  They 
have  been  keeping  a  close  eye  on  BW 
ever  since  July,  1988,  when  news  broke 
that  some  investors  had  gotten  advance 
copies  from  the  magazine's  printers  and 
traded  on  information  in  the  Inside  Wall 
Street  column,  which  often  spurs  stock 
action. 

Their  watchfulness  paid  off  on  Nov. 
30.  The  Securities  &  Exchange  Commis- 
sion, which  was  alerted  by  the  NYSE, 
filed  illegal  insider-trading  charges 
against  John  Joseph  Lynch,  a  29-year-old 
production  supervisor  at  Applied  Graph- 
ics Technology,  a  Carlstadt  (N.J.)  com- 
pany that  electronically  typesets  BW's 
pages  and  transmits  them  to  its  printers. 

NYSE  stock  watchers  first  became  sus- 
picious last  August,  when  they  spotted 


prepublication  price  and  volume  jumps  in 
Airborne  Freight  Corp.  and  Rorer  Group 
Inc.  The  National  Association  of  Securi- 
ties Dealers,  which  oversees  the  over- 
the-counter  market,  earlier  had  spotted 
suspicious  moves  in  some  OTC  stocks,  no- 
tably Scan  Graphics  Inc. 
EASY  ACCESS.  Investigators  conducted 
computer  runs  of  lists  from  brokerage 
houses  of  customers  who  had  bought 
and  sold  Inside  Wall  Street  stocks.  Sus- 
pects were  screened  for  their  possible 
advance  access  to  copies  of  BW.  Eventu- 
ally, the  SEC  came  up  with  Lynch. 

Lynch  joined  Applied  Graphics  in  1985. 
The  SEC  alleges  that  he  began  trading  in 
stocks  mentioned  in  the  column  last 
April,  shortly  after  he  started  oversee- 
ing production  of  BW  pages.  The  SEC 
says  Lynch  realized  a  gross  profit  of 
$29,225.04  from  trades  in  22  companies 
through  an  account  at  Provident  Savings 
Bank  in  New  Jersey.  The  SEC  also  al- 
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leges  that  he  tipped  his  girlfriend,  Sta- 
cey  Callas,  and  her  family,  who  made 
profits  of  at  least  $18,000.  Applied 
Graphics  has  suspended  without  pay 
both  Lynch  and  Callas,  a  proofreader  at 
the  company.  Callas  and  her  family  have 
not  been  charged  with  any  wrongdoing. 
'MISAPPROPRIATING.'  Lvnch's  trading  lies 
on  the  fringe  of  insider-trading  law, 
which  is  clear  when  such  traditional  in- 
siders as  corporate  executives  and  in- 
vestment bankers  are  involved  but  be- 
comes murky  when  applied  to  tangential 
players  such  as  Lynch.  The  SEC  alleges 
that  Lynch  violated  its  antifraud  rules 
by  "misappropriating"  material  nonpub- 
lic information.  The  so-called  misappro- 
priation theory  was  devised  by  the  SEC  in 
the  early  1980s,  mainly  to  cover  illicit 
trading  by  such  tangential  figures  as 
financial  printers.  Although  the  theory 
has  been  endorsed  by  lower  courts,  its 
use  in  civil  securities  law  cases  has  yet 
to  be  explicitly  embraced  by  the  Su- 
preme Court. 

Some  securities  lawyers  say  that  to 
prevail  under  the  misappropriation  the- 
ory, the  government  may  have  to  show 
that  Lynch  knew  he  was  trading  on  con- 
fidential information.  L.  Duane  Cheek,  a 
lawyer  for  Applied  Graphics,  says  the 
company  posted  notices  and  distributed 
memos  to  all  employees  stating  that  in- 
formation from  customers,  which  in- 
clude several  major  magazines,  should 
be  kept  confidential. 
FUN  AND  GAMES?  Lynch  isn't  comment- 
ing. But  Patrick  J.  Monaghan  Jr., 
Lynch's  lawyer,  freely  admits  that  his 
client  conducted  the  trades  listed  in  the 
SEC  complaint  and  that  Lynch  acted  on 
the  basis  of  information  he  saw  in  BW. 
But  he  asserts  that  Lynch  was  unaware 
the  information  was  confidential.  Mona- 
ghan says  he  has  lined  up  several  Ap- 
plied Graphics  employees  who  will  state 
that  the  company  did  not  post  notices  or 
distribute  memos  to  that  effect.  While 
he  notes  that  Lynch  has  a  stock-quote 
machine  and  that  "his  idea  of  a  good 
time  with  his  girlfriend  is  to  watch  fi- 
nancial-news programs,"  Monaghan 
says  that  his  client  is  "unsophisticated" 
when  it  comes  to  matters  such  as  insider 
trading. 

Earlier  probes  of  trading  in  BW-linked 
stocks  have  implicated  more  than  a  doz- 
en people.  Three  individuals — a  Merrill 
Lynch  &  Co.  broker,  a  printer  with  R.  R. 
Donnelley  &  Sons  Co.,  and  former  BW 
radio  broadcaster  S.  G.  "Rudy"  Ruder- 
man — have  already  pleaded  guilty  to 
criminal  charges.  Civil  proceedings  are 
pending  against  four  others.  The  SEC 
says  its  investigation  of  Lynch-related 
trading,  with  which  BW  is  fully  cooper- 
ating, is  continuing. 

By  Ch  ns  Welles  in  Neiv  York 


TAKEOVERS I 


READING  POSNER 
THE  RIOT  ACT 


Fischbach  directors  have  given 
him  60  days  to  sell  his  stake 


GREENBERG:  WILL  AIG  BUY  FISCHBACH? 


For  Fischbach  Corp.,  maybe  the 
third  time  will  prove  the  charm. 
Deal  No.  3  is  in  the  offing  that  fi- 
nally could  wrest  control  of  the  compa- 
ny, the  nation's  top  electrical  contractor, 
from  embattled  Miami  Beach  financier 
Victor  Posnei'.  Fischbach  directors  on 
Nov.  20  unanimously  ratified  a  pact  that 
gives  Posner  60  days  to  find  a  buyer  for 
his  54%  stake.  If  none  appears,  giant 
American  International  Group  Inc., 
which  issues  the  performance  bonds  that 
are  a  key  to  Fischbach 's  work  as  a  con- 
tractor, will  have  a  six-month  option  to 
purchase  that  stake  at  a  minimum  of  $12 
a  share,  or  $25.3  million. 

Neither  Posner  nor  AIG  CEO  Maurice 
Greenberg  is  talking,  but  AIG's  motive 
for  wanting  Posner  out  is  clear,  say 
sources  close  to  Fischbach,  Posner,  and 
AIG.  Fischbach  has  lost  $106  million  since 
1985,  and  now  it's  flirting  with  default 
on  bank  loans  as  it  pays  punishingly 
high  interest  rates — up  to  five  percent- 
age points  over  prime  on  some  loans. 

Having  issued  bonds 
of  up  to  $600  million  to 
guarantee  Fischbach's 
performance  on  con- 
struction work,  AIG  has 
a  stake  in  its  future. 
And  Fischbach  sources 
say  that  AIG's  worries 
have  grown  as  the  con- 
tractor has  fallen  be- 
hind on  payments  of  an 
estimated  $10  million  in 
premiums  for  workers' 
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FISCHBACH'S 
CRUMBLING  VALUE 


■85         '86         87  88 
▲  DOLLARS  PER  COMMON  SHARE 

DATA,  COMPANY  REPORTS,  BW  ESTIMATE 


compensation  and  commercial  insuran] 
issued  by  AIG. 

Unloading  Fischbach  is  a  nightm: 
for  Posner  that's  well  into  its  seco: 
year.  A  $25-a-share  bid  in  Septemb 
1988,  by  New  York  investor  Andrew 
Heine,  stalled,  possibly  because  A 
balked  at  Heine's  plan  to  sell  Fischba^ 
real  estate  to  pay  down  acquisition  de 
Then,  an  agreement  last  summer 
Posner  to  sell  his  stake  to  a  mysterioi 
group  headed  by  British  investor  Ash| 
DeVere  and  an  upstate  New  York 
distributor,  Irvin  Davidson,  dissolved 
ter  the  purported  financing  commitmei 
by  a  London-based  merchant  ba 
proved  bogus.  Shareholders  are  suin| 
and  while  the  Securities  &  Exchaa 
Commission  won't  talk  about  it,  i 
known  to  have  issued  subpoenas  in 
probe  of  trading  in  Fischbach  stock.  Dj 
vidson  and  DeVere  both  claim  they  we 
duped,  and  Davidson  says  he  may  retu: 
with  a  fresh  bid  but  offers  no  details. 
TOUGH  TASK.  AlG's  option  on  Fischbai 
is  the  culmination  of  weeks  of  meetin 
between  representatives  of  AIG,  Posn^ 
and  Fischbach's  key  lenders,  Westini 
house  Credit  Corp.  and  Cincinnati  inve| 
tor  Carl  H.  Lindner's  American  Financi; 
Group,  according  to  sources  close  to  t 
talks.  AIG's  frustration  prom^pted  it 
suggest  not  so  subtly  that  Posner  agn 
to  the  option  or  it  would  consider  ncp 
bonding  any  miore  of  Fischbach's  pr 
ects.  That  could  devastate  Fischbach 
since  performance  bonds  are  vital  to  tl 
company's  ability  to  win  contracts.  Al 
though  AIG  never  stopped  bonding  Fisc 
bach  projects,  one  insider  says  it  flex^ 
its  muscle  by  dragging  its  feet  on  app' 
cations  for  construction  bonds  and  a 
provals  "slowed  considerably." 

AIG  likely  doesn't  want  to  wind  up  rui 
ning  Fischbach.  "I  can't  believe  AI 
would  want  to  be  the  owner  of  record, 
says  Hugh  L.  Rice,  senior  viee-presider 
of  Fails  Management  Institute,  a  Dei 
ver-based  industry  consultant.  More  lik( 
ly,  the  option  would  give  AIG  time  t 
peddle  Fischbach. 

But  that  task  seems  to  be  gettin 
harder.  Through  its  fiscal  third  quartei 
ended  last  June,  the  company  saw  it 
revenues  shrink  to  $566.7  million,  fror 
$697.4  million  a  yea 
earlier.  A  $7  millio 
profit  in  the  1988  thir 
quarter  turned  into 
$27  million  loss.  And  i 
AIG  can't  find  a  buyei 
the  nation's  largest  put 
licly  held  commercial  ir 
surer  could,  curiouslj 
end  up  the  owner  of  th 
nation's  largest  electr 
cal  contractor. 
By  Gail  DeGeorge  in  Miam 
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BUYOUTS  I 


INMAN  KEPT  TRACOR  INTACT  AND  SOUGHT  MORE  ACQUISITIONS— DESPITE  A  $790  MILLION  DEBT 


THE  EDUCATION  OF 
BOBBY  INMAN 


Westmark's  chief  vowed  that  his  LBO  could  beat  the  odds.  No  such  luck 


Re 


^etired  Admiral  Bobby  R.  Inman 
had  a  mission.  Although  he  had 
i.no  experience  running  a  business, 
the  former  deputy  director  of  Central 
Intelligence  believed  he  could  show  the 
defense  industry  how  to  boost  productiv- 
ity and  end  cost  overruns.  He  got  his 
chance  when  he  became  chief  executive 
of  Westmark  Systems  Inc.,  which 
bought  defense  contractor  Tracer  Inc. 
for  $866  million  in  a  1987  leveraged 
buyout. 

Inman  showed  folks  something,  all 
right,  but  not  what  he'd  intended.  Inter- 
est payments  have  swamped  cash  flow. 
Cost  overruns  and  shoddy  production 
controls  squeezed  Tracor's  margins,  In- 
man says.  And  he  admits  he  must  sell 
assets  or  default  on  interest  payments 
due  in  1990.  With  the  company's  $230 
million  in  senior  debt  trading  at  30$  on 
the  dollar,  bondholders  are  jumping  ship. 
They're  furious  at  Inman  for  saying  he 
could  make  an  lbo  work  despite  falling 
defense  budgets — and  at  themselves  for 
buying  his  story.  "Even  though  he  told 
us  he  could,  Bobby  Inman  can't  swim 
upriver,"  says  one  bondholder  who 
asked  not  to  be  named. 

Inman  agrees  the  LBO  left  too  little 
margin  for  error.  Says  Jon  B.  Kutler,  a 
defense  buyout  specialist  at  Wasser- 


stein,  Perella  &  Co.:  "He  bought  it  at  the 
top  of  the  [defense  industry]  cycle."  De- 
spite its  debt  of  $790  million,  Inman  kept 
Tracor  intact  and  scouted  other  acquisi- 
tions. "I  didn't  have  much  experience 
with  financial  strategy,"  he  concedes. 
NARROWING  MARGINS.  He  hasn't  proved 
to  be  an  operating  wizard  either.  Manu- 
facturing problems,  including  an  explo- 
sion at  a  Tracor  factory,  and  cost  over- 
runs cut  defense  electronics  margins  in 
half,  to  2.2%,  during  the  third  quarter  of 
1989.  Margins  for  the  company's  scien- 
tific equipment  division  narrowed  to 
3.87f  during  the  quarter,  from  9.1%'  the 
year  before.  Spotty  quality  control  and 
new-product  delays  contributed  to  a  3% 
decline  in  sales,  to  $718  million.  Inman 


FIVE  REASONS  FOR  FAILURE 
ATTRACOR-WESTMARK 

►Too  much  high-coupon  debt 

►Too  little  cash  flow 

►Too  much  in  fees  for  advisers — $70 
million,  or  10%  of  the  purchase  price 

►Too  little  new  demand  for  weapons 

►Too  little  control  over  cash,  which 
further  acquisitions  drained 


expected  cash  flow  of  $96  million  tls 
year.  Instead,  operations  generated  oi; 
$73  million — $5  million  less  than  Tracor 
annual  debt  service. 

Inman  has  enough  cash  to  pay  h 
banks  the  remaining  $7.5  million  due  th 
year.  And  he  has  persuaded  his  supj- 
ers,  mainly  small  outfits  that  depend  i 
Tracor  for  a  good  chunk  of  their  bu- 
ness,  to  keep  selling  to  him.  But  he  i\ 
mits  that  cash  flow  next  year  will  f 
well  short  of  the  $32  million  needed  i 
pay  interest  on  Tracor's  $360  million  ; 
bank  debt.  Then  there's  the  $16  milli;. 
junk-bond  interest  payment  due  on  Fe. 
1.  Inman  insists  he  can  meet  the  de&- 
line — if  the  federal  government  com. 
through  with  interim  payments  on  w 
contracts  with  Tracor. 
SELLING  ASSETS.  Inman  has  few  i- 
sources  to  fall  back  on.  He  already  h 
used  up  the  company's  $160  million 
volving  bank  loan.  Two  local  investme 
bankers  say  Mason  Best  Co.,  the  Dalit 
based  merchant  bank  that  put  more  th; 
$60  million  into  Tracor,  doesn't  ha 
the  capital  to  bail  Inman  out.  Mas( 
Best  Chairman  Elvis  Mason  refused 
comment. 

Reversing  course,  Inman  is  trying 
sell  assets.  He  hopes  to  raise  $125  m 
lion  by  yearend  by  selling  the  company  ij 
scientific  equipment  business,  whi< 
makes  microscopes  and  X-ray  equi 
ment,  to  a  health  care  company.  And 
contractor  such  as  Lockheed  Corp. 
Loral  Corp.  might  pay  as  much  as  $ 
million  for  Tracor's  defense  electroni< 
unit.  The  divestitures  would  allow  I 
man  to  halve  Tracor's  debt,  leaving  hi 
with  a  profitable  fuse  manufacturer  i 
Tracor's  core  business. 

But  asset  sales  are  no  panacea.  Fede 
al  budget  cuts  could  undermine  the  v£ 
ue  of  Tracor's  defense  units.  Maec 
Klein,  a  bond  analyst  at  Donaldson,  Lu 
kin  &  Jenrette  Securities  Corp.,  believ( 
that  Inman  should  first  sell  Tracor 
$125  million  automotive  safety  fuse  bus 
ness.  Klein  thinks  Inman  could  sell 
quickly  to  an  auto  parts  maker  and  rai^ 
perhaps  $300  million.  If  the  asset  sak 
founder,  Inman  could  lose  a  good  dei 
more  than  credibility.  Says  Klein:  " 
could  end  up  in  bankruptcy."  Inman  d' 
nies  it. 

Whatever  happens,  Inman  plans  t 
write  a  book  based  on  his  experiences  ; 
Tracor  about  the  perils  of  leverage 
buyouts.  His  tone  indicates  little  love  fc 
investment  bankers,  and  his  word 
sound  a  clear  warning  to  defense  coi: 
tractors.  "Leveraged  deals  shouldn't 
done  in  the  defense  industry,"  says  Iii 
man.  "The  cash  flow's  too  unpredici 
able."  A  useful  lesson — but  hardly  th 
one  Inman  expected  to  be  teaching. 

By  Kevin  Kelly  in  Dalla 
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vVhat  can  you  expect 

from  BellSouth 
beyond  the  South? 


J89.  BellSouth  Corporanon 


Everything  you'd  expect 
from  a  leciaing  provider 
of  advanced  voice  and  data 
communications  systems. 

From  its  strong  telecommuni- 
cations roots  in  the  South, 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  across 
the  country  with  sophisticated 
voice  and  data  communications 
systems  and  services. 

BellSouth  can  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth  of- 
fers products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Marketing  organizations  are 
in  place  to  support  our  commit- 
ment to  responsive  customer 
service. 

When  it  comes  to  voice  and 
data  communications  systems, 
BellSouth  can  provide  the  solutions 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BellSouth  call  1-800-522-2355. 


BELLSOUTH 


Everything  you  expect  from  a  leader.^ 


LECOMMUNICATIONS 


MOBILE  COMMUNICATIONS 


INFORMATION  SYSTEMS 


COMPUTERS 


P  U  B  1  I  S  H  1  N  (, 


BASEBALL  I 


BASEBALL'S  OWNERS 
WANT  TO  PLAY  SOFTBALL 


Their  revenue-sharing  proposal  could  ward  off  a  players'  strike 


aybe,  just  maybe,  there'll  be 
baseball  next  year  after  all.  For 
I  most  of  1989,  there  was  little 
but  tough  talk  coming  from  both  the 
owners  and  the  players.  Major  League 
Baseball  threatened  to  lock  players  out 
of  next  spring's  training  camps  if  they 
didn't  accept  major  changes  in  their  con- 
tract, which  expires  on  Dec.  31.  The 
clubs  amassed  $170  million  in  prepara- 
tion for  a  showdown.  Players  put  aside  a 


better  way  to  maintain  a  relationship 
with  players." 

Owners  have  screamed  for  years 
about  player  salaries.  They  blame  the 
escalation  on  salary  arbitration,  which 
players  can  rely  on  after  three  years  in 
the  majors,  and  free  agency,  which  per- 
mits six-year  veterans  to  sell  their  tal- 
ents to  the  highest  bidder.  Owners  tried 
to  change  the  system  in  1985  but  backed 
off  after  a  one-day  strike.  In  1986  and 


RECENT  RECORD-SETTING  FREE-AGENT  CONTRACTS 


RICKY  HEIIDERS(NI,A's 


MARK  UNCSrON,  ANGEIS 


$  1 2  million  /4  years      $  1 6  million  /  5  years 


fund  that  soon  should  hit  $60  million. 

But  beneath  the  rhetoric,  the  owners 
have  slowly  changed  their  tune.  By  the 
time  contract  talks  opened  in  late  No- 
vember, the  clubs  had  readied  a  major 
new  initiative.  They're  proposing  a  sys- 
tem similar  to  basketball's,  where  own- 
ers share  a  set  percentage  of  revenues 
with  players.  The  athletes  remain  suspi- 
cious. But  revenue-sharing  is  a  bold  de- 
parture for  the  owners,  many  of 
whom  once  dubbed  it  socialist. 
RELIEF  PITCHER.  In  a  move  that 
drove  home  the  change  of  heart, 
new  Baseball  C'ommissioner  Francis 
T.  Vincent  Jr.  fired  Barry  Rona, 
baseball's  labor  negotiator,  on  thf 
eve  of  contract  talks.  Rona,  who  fa 
vored  a  lockout,  was  replaced  b\ 
Charles  P.  O'Connor,  an  outside  la- 
bor lawyer,  who  helped  devise  the 
new  revenue-sharing  plan.  Notes 
O'Connor:  "The  sentiment  among 
club  owners  is  that  there  has  to  be  a 


1987,  they  worked  together  to  hold  down 
bidding  on  free  agents.  However,  clubs 
had  to  stop  colluding  after  arbitrators 
found  the  practice  illegal.  As  salaries  be- 
gan to  rise  again,  frustrated  owners  be- 
gan the  tough  talk  about  a  lockout. 

But  the  rhetoric  rang  hollow.  In  1985, 
the  owners  claimed  that  many  clubs 
were  losing  money.  This  time,  they  ad- 
mit that  the  industry  is  doing  fine.  In 


PLAYERS  TAKE 
A  SMALLER  CUT 
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addition,  new  network  and  cable-TV  coj 
tracts  will  bring  in  $1.5  billion  over  fo 
years  starting  in  1990 — more  than  doi| 
ble  the  previous  amount. 

This  prompted  several  owners  to  e: 
plore  revenue-sharing.  One  was  Chicag 
White  Sox  owner  Jerry  M.  Reinsdor 
who  also  owns  the  Chicago  Bulls  baske 
ball  club.  "It  works  for  players  an 
clubs  in  basketball,"  says  Reinsdor 
Baseball's  outside  lawyers,  led  b 
O'Connor,  then  worked  up  a  plan. 
LEVEL  FIELD.  Besides  their  labor  woes 
the  plan  is  designed  to  fix  problem 
among  the  clubs.  Less  well-off  team; 
such  as  the  White  Sox,  or  those  in  smal 
er  cities,  such  as  the  Milwaukee  Brew 
ers,  resent  high  salaries  paid  by  ric 
clubs.  They  argue  that  lofty  bids  b 
owners  such  as  the  California  Angel; 
Gene  Autry  jack  up  salaries  beyom 
smaller  clubs'  reach.  When  the  indu; 
try's  profits  rose,  the  wealthier  team 
lost  interest  in  a  labor  showdown  as 
way  of  solving  the  smaller  clubs'  woe 
Instead,  they  bought  the  revenue-shai 
ing  idea,  which  would  help  poorer  clubs 
The  owners'  proposal  calls  for  sharing 
revenue  not  just  with  players  but  amon 
owners,  too.  A  salary  pool — funded 
equally  by  all  teams — would  pay  player: 
with  less  than  six  years'  tenure.  Thi: 
would  level  the  field  for  weaker  clubs 
who  now  claim  that  they  can't  afford  U 
develop  top  players.  As  one  owner  of  j 
poorer  club  puts  it:  "The  system  forces 
Steinbrenner  to  subsidize  [Allan  H 
"Bud"]  Selig,"  the  Brev/ers'  owner. 

The  better-off  clubs  also  feared  that  i1 
they  didn't  go  along,  smaller-city  owners 
would  demand  even  greater  sharing,  in 
eluding  local-TV  and  cable  money.  Th 
Yankees  get  $50  million  a  year  from 
cal  sources — more  than  some  clubs'  total 
annual  revenues.  i 
STARTING  POINT.  The  Major  League! 
Baseball  Players  Assn.  remains  skepti-l 
cal.  Donald  M.  Fehr,  the  union's  presi-j 
dent,  says  he  can't  judge  the  idea  untiU 
he  knows  what  percent  of  revenue  ovra-i 
ers  will  share.  Insiders  in  both  camps 
say  the  obvious  starting  point  is  the 
share  players  got  in  the  past. 
If  so,  there's  lots  of  room  to  bargain. 
Owner  collusion  cut  players'  share 
to  46%  in  1988  (chart).  And  while 
salaries  are  rising  rapidly  this  year, 
the  new  TV  contracts  will  lift  reve-[ 
nues  even  faster.  The  players  face 
this  choice:  Try  to  regain  the  53f'' 
share  they  had  in  1983  by  standing!, 
pat  or  give  up  some  potential  gains) 
to  stop  the  fighting. 

Either  way,  owners  don't  seem  as 
willing  to  fight  as  before.  With  some 
luck,  next  season  may  open  as  usual  : 
with  the  ump's  cry,  "Play  ball!" 
Bi/  Aaron  Bernstein  in  New  York 
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Ste.  17,  Venice,  CA  90291. 
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A  BREAK  FOR 
CALIFORNIANS? 


►  The  raging  controversy 
over  California  auto  insurance 
rates  grew  murl<;ier  on  Dec.  5, 
when  Insurance  Commission- 
er Roxani  Gillespie  threw  out 
the  industry-standard  method 
of  setting  rates  based  on 
where  di'ivers  live.  As  out- 
lined by  voter-approved  Prop- 
osition 103  in  November.  1988, 
insurers  instead  must  primari- 
ly consider  drivers'  records, 
miles  driven,  and  experience. 
But  she  left  the  door  open  for 
carriers  to  charge  higher 
rates  in  certain  areas  if  they 
can  prove  that  any  of  22  addi- 
tional territory-related  fac- 
toi-s,  such  as  population  densi- 
ty and  repair  prices,  cause 
higher  costs  there. 

Gillespie  hopes  her  ruling 
will  force  down  high  urban 
rates,  though  it  may  nudge 
up  rural  rates  in  the  process. 
But  some  consumer  advocates 
fear  the  territorial  conditions 
will  still  allow  insurers  to 
■"redline"  around  high-risk  in- 
ner cities. 


FOR  MERITOR,  BIGGER 
WASN'T  BEHER 


►  Mentor  Financial  Group  is 
undoing  the  expansion  that 
got  it  into  trouble.  On  Dec.  5, 
it  agi-eed  to  sell  54  branches 
to  Pittsburgh-based  Mellon 
Bank  for  about  S335  million, 
leaving  Meritor  with  S8  billion 
in  assets  and  29  branches  in 
Philadelphia.  That's  quite  a 
comedown  for  a  highflier  that 
only  two  years  ago  boasted 
$20.7  billion  in  assets  and 
lending  operations  in  40 
states.  Still  to  be  sold:  32  Flor- 
ida branches  and  16  Washing- 
ton-area branches. 


THE  AMA  RAPS  ITS 
CHIEFS  KNUCKLES 


►  The  American  Medica 
Assn.  on  Dec.  3  sharply 
reined  in  its  top  executive,  Dr. 
James  Sammons.  following 
revelations  that  he  had  ap- 


proved a  8353,000  reimburse 
ment  of  stock-trading  losses 
for  one  executive  and  a 
8267,000  loan  for  another.  The 
board  found  that  Dr.  Sam- 
mons \iolated  the  ama's  fiscal 
procedures  and  that  he  had 
failed  to  notify  the  trustees  of 
his  "extraordinary  financial 
decisions." 

The  doctors'  group  also  ac- 
cepted Dr.  Sammons'  plan  to 
give  up  day-to-day  manage- 
ment of  the  .\MA  on  Dec.  31. 

1990,  and  to  retire  on  Mar.  31, 

1991,  when  his  current  con- 
tract expires.  The  ama's  inde- 
pendent legal  counsel  is  still 
investigating  the  affair. 


THE  FINAL  BLOW 
TO  DANNY  WALL 


FORGET  LEONARD-DURAN.  HERE'S  THE  BIG  BOUT 


►  After  weeks  of  intense  con- 
gressional pressure — and  a 
distinct  lack  of  White  House 
support — Danny  Wall,  the  na- 
tion's chief  thrift  regulator, 
resigned  on  Dec.  4.  His  nu- 
merous critics  on  Capitol  Hill 
claimed  that  Wall  had  low- 
balled  the  price  tag  of  the 
thrift  cleanup  until  after  the 
1988  election  and  sold  hun- 
dreds of  insolvent  S&Ls  in 
sweetheart  deals  that  will 
cost  taxpayers  dearly. 

The  final  blow  came  during 
congi-essional  hearings  on  the 
collapse  of  Lincoln  Sa\ings  & 
Loan  in  Ir\ine.  Calif.  San 
Francisco  regulators  had 
urged  Wall  to  shutter  the  ail- 
ing thrift,  but  he  resisted  for 
two  vears.  sa\ing  he  lacked 


Call  it  Mer^--Donald  IL  Merv 
Griffin  and  Donald  Trump,  who 
tussled  for  five  months  over  Re- 
sorts International,  are  now  duk- 
ing  it  out  over  TV  game  shows. 
Both  have  big-name  entertain- 
ment companies  in  their  corners, 
and  the  site  for  the  rematch  will 
again  be  Atlantic  City. 

So  far,  the  betting  favorite  is 
Merv.  whose  Wheel  of  Foiiune 
and  Jeopardy  have  swept  the 
competition.  Together  with  distributor  King  World  Produc 
tions,  he's  now  offering  a  show  based  on  the  board  gam( 
Monopoly.  It's  likely  to  originate  from  Merv's  Resorts  casino 
Countering,  in  his  own  modest  way,  is  Donald  Trump.  He  anc 
Warner  Brothers  will  sell — what  else — Trump  Card,  filmed  ai 
the  Trump  Castle.  King  World  won't  discuss  the  opposition 
while  Donald's  corner  sounds  a  little  cocky.  "We're  going  to  b€ 
a  winner."  predicts  Warner  Senior  Vice-President  Scott  Carlin. 
"Merv's  good,  but  for  us  he's  just  another  competitor." 


e\idence  to  support  such  dras- 
tic action.  The  Lincoln  failure 
is  expected  to  cost  the  govern- 
ment S2.5  billion. 


McGRAW-HILL 
REORGANIZES 


►  It's  cost-cutting  time  at 
McGraw-Hill.  The  company — 
publisher  of  BUSINESS  WEEK— 
announced  on  Dec.  6  that  it 
will  combine  its  publishing,  in- 
formation services,  and  finan- 
cial services  operations  into 
two  groups,  from  three.  The 
company  said  that  as  a  result 
of  the  streamlining,  along 
with  the  automation  of  its 
F.  W.  Dodge  group — which 


supplies  construction-industrji^ 
information — over  l.(X)0  jobs 
will  be  eliminated. 

All  told,  the  changes  wil 
produce  a  pretax  wTite-dowu 
of  S220  million  in  this  year's 
fourth  quarter.  The  moves 
are  designed  to  improve  prof 
itabilitj-  in  1990,  and  Chair- 
man and  CEO  Joseph  Dionne 
said  he  expects  next  year' 
earnings  to  range  from  83.50  ' 
to  84.00  a  share.  But  that  is 
still  below  what  the  analysts' 
consensus  forecast  had  been: 
84.40.  After  the  announce-  rui 
ment,  McGraw-Hill  stock  fell 
2.  to  61 1/2. 


CONTROL  DATA 
GETS  A  NEW  BOSS 


Face  it,K.iQ.  T'[-£  Scxiel 
threnls  declining.  Im  ^na 
iave  to  come  lo  vour 
house  aid  mirvjjie  tq/s. 


►  To  the  delight  of  restive! 
shareholders,  Larrj*  Perlmani 
was  named  Control  Data's! 
CEO,  replacing  Robert  Pricey 
As  CDC's  president,  Perlma 
sold  assets  and  shuttered  the' 
company's  supercomputer 
business  earlier  this  year, 
plucking  the  ailing  company 
from  the  jaws  of  financial  de- 
fault. As  a  result,  the  "data, 
solutions"  company  has  a-i  \ 
strong  balance  sheet  but  has  '  1 
shrunk  almost  by  half.  And 
it's  still  stuck  with  a  strug- 
gling mainframe  computer 
line.  Now,  Perlman  must 
prove  he  can  rebuild.  s 
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In  the  heat  of  battle, 
it's  nice  to  know 


you've  got  plenty  of 


ammunition. 


Crunch  time  can  hit  at  any  time.  And  when 
it  does,  you  want  to  be  ready. 

Enter  NEC.  We  make  a  liiie  of  high  quality, 
industry-compatible  personal  computers  that 
can  take  the  heat  off  in  a  hurry.  Portables 
or  desktops.  286-based  or  386-based,  our 
PowerMate^  family  gives  you  the  kind  of  speed. 
memor>-  and  graphics  capabilities  you  need  to 
tough  it  out  in  today's  business  environment. 

Add  an  NEC  printer  to 
the  equation  and  you've  got 
yourself  an 
unbeatable 
formula.  Our 
Pinwriter- 


PowerMate  Personal  Computers 


PouvT.Sfate  PorUibles 


dot  matrix  printers  and  Silentwriter®  laser- 
quality  page  printers  are  legendary  for  their  reli- 
ability and  print  quality.  These  are  the  kind  of 
workhorses  you  want  pulling  for 
you  at  bottleneck  time. 

Rest  assured. 

 WTien  you've 

got   a  $24 


Silentwriter  Page  Printers    Pin  writer  Dot  Matnjc  Primers      billion  world 

leader  in  computers  and  communications  like 
NEC  on  your  side,  you're  going  to  win  a  lot 
more  battles  than 
you  ever  thought 
possible. 

WE'RE  M.\KING  THINGS  BETTER  FOR  YOU. 


SEC 


NEC  Technologies.  Inc.,  1414  .Massachusetts  Ave.,  Boxborough,  .MA  01719.  1-800-.\EC-INFO   In  Canada.  1-800-343-4418. 

^gy^  ror-o.^.-,  ^  ;  CopvTWbi  19S9  SIT  Terhno*o0es  Irr  PtrwerMaie,  Rnwnw  and  S)enrwnter  are  repstawi  trademarks  of  NEC  Cofp 


Beware  of  rabbits. 


If  solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of  one 
thing.  Everybody  would  have  one. 

That's  particularly  true  with  pensions.  Where  things  have  become 
so  complex,  few  providers  offer  the  full  range  of  administration, 
record-keeping  and  investments  needed  to  operate  a  successful 

401  (k)  or  retirement  plan. 

Which  brings  us  to 
the  CIGNA  companies. 

We  have  the  nation's 
largest  network  of  sales 
and  service  specialists 
whose  sole  responsibility 
is  to  fulfill  retirement 
plan  needs. 

Which  means  our 
people  can  be  more 
knowledgeable  about 
your  program. 

And  how  it  will  be 
affected  by  changing 
financial  conditions  and 
regulations. 

What's  more,  they 
work  out  of  local  offices,  not  ivory  towers.  So  they're  available  when 
you  need  them.  Bottom  line:  From  plan  design  to  implementation 
and  ongoing  management,  we  achieve  the  kind  of  results  that  have 
kept  our  client  and  asset  retention  rates  consistently  over  93%. 

For  information,  write  Group  Pensions,  Dept.  RE,  1600  Arch  St., 
Philadelphia,  PA  19103.  You'll  discover  we  have  a  lot  of  answers  in 
our  briefcase.  And  absolutely  nothing  up  our  sleeve. 


We  get  paid  for  results  r 


CIGNA 


as 
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NTA  AND  HIS  REINDEER  COULD  FIT 
ROUGH  THE  HOLES  IN  THIS  ETHICS  BILL 


t  before  leaving  town  for  the  year,  Congress  gave  itself 
lefty  pay  raise  in  exchange  for  accepting  some  stiff  new 
lies  rules.  But  hold  your  applause  for  the  white  knights 
litol  Hill.  The  reforms  end  some  of  Congress'  uglier 
■chasing  practices,  but  the  legislators  wrote  plenty  of 
room  into  the  law. 

biggest  potential  problem  involves  honorariums,  fees  of 
52,000  that  members  collect  for  a  quick  chat  at  gather- 
'  well-heeled  interest  groups.  The  new  rules  ban  House 
TS  from  accepting  honorariums  for  personal  use.  Sena- 
'ho  took  a  smaller  pay  raise,  voted  to  phase  out  their 
riums.  But  in  what  Ralph  Nader  says  "will  become  the 
)noraria  scam  of  the  1990s,"  the  House  left  a  loophole 
lows  benefactors  to  write  checks  for  $2,000  to  a  legisla- 
ivorite  charity.  Such  charity  could  well  begin  at  home, 
to  organizations  such  as  House  Minority  Whip  Newt 
:h's  (R-Ga.)  American  Opportunity  Foundation  or  Sena- 
1  Bradley's  (D-N.  J.)  Fair  Tax  Foundation.  Two  dozen 
!rs  have  set  up  do-good  organizations,  and,  says  Ellen  S. 
executive  director  of  the  Center  for  Responsive  Politics: 
Idn't  be  surprised  if  the  number  mushrooms  next  year." 
sponsors  of  such  tax-exempt  groups  aren't  allowed  to 
direct  financial  benefit  from  them.  But  members  can 
e  foundations  to  promote  their  political  views  and  at 
idirectly  boost  their  reelection  chances, 
new  law  also  supposedly  ends  lobbyists'  ability  to  show- 
nbers  with  gifts  and  free  travel.  The  restrictions  aren't 
t  onerous,  however.  Travel  sponsored  by  a  single  donor 
ricted  to  four  days  for  domestic  trips,  with  a  seven-day 
)r  foreign  junkets.  But  there's  nothing  to  prevent  longer 
from  being  underwritten  by  two  or  more  sponsors, 
effect  of  the  ethics  law  could  be  the  departure  of  a 
r  of  senior  House  members  in  1992.  Under  current 
lawmakers  elected  before  1980  may  convert  excess  cam- 
contributions  for  personal  use  upon  retirement.  But  the 
'ather  clause  has  been  repealed,  effective  in  1993.  That 
give  people  such  as  House  Ways  &  Means  Chairman 
'ostenkowski  (D-IIL),  who  has  built  up  a  nest  egg  of 


more  than  $1  million,  a  powerful  incentive  to  retire  in  1992. 

The  new,  "you  can't  take  it  with  you"  rule  barely  nicks  the 
biggest  problem  of  all,  however:  the  campaign  finance  mess. 
Members  of  both  parties  agree  the  system  needs  a  radical 
overhaul,  but  partisan  divisions  over  how  it  should  be  done 
kept  the  issue  off  the  ethics  bill.  And  that  just  sets  the  stage 
for  a  1990  battle  over  campaign  finance.  "We'll  have  to  face  it 
in  1990,"  says  Senator  Warren  Rudman  (R-N.  H.).  House 
Speaker  Thomas  S.  Foley  (D-Wash.)  will  revive  the  issue  early 
next  year,  but  disagreements  between  parties — and  between 
the  House  and  the  Senate — could  again  frustrate  action. 

By  Paula  Dwyer  in  Washington 


THE  GRAVY  TRAIN  MAY  STOP 
FOR  CABLE  TV  OPERATORS 


Cable  television's  five  years  of  freedom  from  regulation 
may  be  ending.  Public  dissatisfaction  with  the  results  of 
deregulation  is  rising,  and  Congress  and  federal  agencies 
are  looking  to  rein  in  the  freewheeling  cable  operators. 

A  1984  law  restricted  local  governments'  ability  to  regulate 
cable  rates  as  long  as  there  was  "effective  competition"  from 
broadcasters.  The  Federal  Communications  Commission  is 
working  on  a  study,  due  out  in  June,  that  would  be  bad  news 
for  the  cable  industry  if  it  suggests  that  meaningful  competi- 
tion no  longer  exists  in  many  markets. 

Congress,  meanwhile,  may  reimpose  price  restraints — or 
even  worse,  in  the  industry's  view,  let  telephone  companies 
enter  the  business.  To  complete  the  nightmare,  the  Justice 
Dept.  is  reviewing  the  antitrust  implications  of  allowing  com- 
panies both  to  produce  programs  and  run  cable  systems. 

The  industry  is  lobbying  hard  to  avert  these  calamities.  But 
the  era  of  Reaganite  deregulation  is  over,  and  the  cable  indus- 
try, which  took  maximum  advantage  of  the  freedom,  now  is 
likely  to  pay  the  price. 

By  Mark  Lewyn  and  Tim  Smart 


M.  WRAPUPI 


TICS 


not  just  Republicans  who  get  into 
uble  when  they  waffle  on  the 
ion  issue.  Ohio  Democratic  guber- 
'ial  hopeful  Anthony  J.  Celebrez- 
le  state  attorney  general,  has  tak- 
beating  as  he  has  tried  to  sidle 
from  a  strong  pro-life  position, 
ig  Republicans  showed  up  at  a 
)rezze  press  conference  waving 
waffles.  Celebrezze,  who's  soon 
:ted  to  enter  the  race  formally,  is 
!arly  leader  for  the  nomination  to 
;ed  Democratic  Governor  Richard 
eleste.  Other  Democratic  likelies 
de  State  Auditor  Thomas  E.  Fer- 
n  and  Joel  Z.  Hyatt  of  Hyatt  Le- 


gal Services.  The  GOP  contenders: 
Cleveland  Mayor  George  R.  Voinovich 
and  Hamilton  County  Commissioner 
Robert  A.  Taft  H. 

TAXES  

George  Bush  insists  on  no  new  tax- 
es, but  he  can't  keep  his  aides 
from  thinking  about  them.  Administra- 
tion officials  are  considering  a  levy  on 
short-term  profits  of  pension  funds  and 
other  tax-exempt  investors.  The  tax 
would  be  designed  both  to  raise  reve- 
nue and  discourage  short-term  think- 
ing by  institutional  investors.  And 
Transportation  Secretary  Samuel  K. 
Skinner  may  seek  the  repeal  of  a  con- 
gressional ban  on  fees  that  aii-ports 


charge  travelers.  Under  the  Skinner 
plan,  local  authorities  would  use  "head 
tax"  proceeds  to  fund  badly  needed  air- 
port improvements  that  the  federal 
government  can't  afford. 

EASTERN  EUROPE  

In  a  world  of  daily  upheaval,  a  politi- 
cian's month-old  press  releases  can 
look  silly.  On  Nov.  8,  the  Joint  Econom- 
ic Committee  issued  a  study  of  Eastern 
European  economies.  Chairman  Lee  H. 
Hamilton's  (D-Ind.)  statement  fretted 
about  the  pace  of  reform  in  Europe. 
Change,  Hamilton  said,  "has  been  too 
slow  and  equivocal  to  be  effective  and, 
with  the  possible  exception  of  Poland, 
this  is  likely  to  remain  the  pattern." 


ITON  OUTLOOK 
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A legendary  Jaguar  XJ6  for  only  $39,700"  would  be 
wonderful.  But  a  new  XJ6  at  this  price,  with  a  num- 
ber of  very  significant  improvements,  would  be  quite  an 
accomplishment.  Introducing  the  1990  Jaguar  XJ6. 

Our  list  of  improvements  starts  with  the  heart  of  the 
car.  This  new  Jaguar  is  powered  by  a  larger,  4-liter 
engine  that  produces  an  impressive  223  horsepower. 


Of  course,  a  larger  engine  requires  a  transmissio 
that's  up  to  the  task.  Our  new  automatic  transmissio 
not  only  channels  our  powerplant's  energies  effor 
lessly,  it  also  features  an  exhilarating  "sport"  mode  th; 
produces  the  response  necessary  for  spirited  driving. 

For  safer,  surer  stopping  under  all  braking  cond 
tions  we've  installed  a  new  Teves  anti-lock  (ABS)  sys 


A  BLENDING 


OF        ART  an: 


3wered  Our  Standards.  ( 
r  Far  ¥)u  To  Raise¥)urg 


"his  new  braking  system  provides  improved  fade 
ince  and  a  25  %  increase  in  power  assistance, 
ir  patented  four-wheel  independent  suspension 
ive  you  a  smooth,  luxurious  ride,  while  inside 
>acious  cabin  you'll  relax  in  the  rich  warmth  of 
5olished  walnut  and  soft,  supple  leather. 
It  perhaps  the  most  distinctive  characteristic 


A    C    H    I    N  E 


found  in  every  Jaguar  is  its  styling,  a  design  philoso- 
phy developed  by  a  company  with  a  fifty-year  history 
of  building  one  classic  automobile  after  another. 

We  invite  you  to  test  drive  a  1990  Jaguar  XJ6.  For 
your  nearest  dealer,  call  toll-free:  1-800-4-JAGUAR. 

And  at  just  $39,700,  give  thought  to  not  only  rais- 
ing your  standards,  but  to  raising  your  spirits  as  well. 


J   A  G 


A  R 


nternational  Business 


JAPAN  I 


JAPAN'S  HARDENING 
VIEW  OF  AMERICA 


ilowii 


Many  Japanese  are  souring  on  the  U.S. — and  they're  less  shy  about  saying  so 


Japan  was  rocked  earlier 
this  year  when  several 
public  opinion  surveys 
showed  that  Americans  view 
Japan's  economic  prowess  as 
a  greater  threat  than  the  So- 
viet Union's  military  might. 
Now,  a  new  BUSINESS  week/ 
Harris  Poll  reveals  that  Japa- 
nese public  opinion  is  surpris- 
ingly tough  on  America  as 
well. 

The  Japanese,  for  example, 
feel  little  warmth  for  the  U.  S. 
as  a  nation  and  for  its  people. 
Respondents  blame  U.  S.  com- 
panies for  the  limited  success 
of  their  exports  to  Japan  and 
believe  America  is  trying  to 
unfairly  pressure  Japan  on 
trade  issues.  They  think 
America's  growing  depen- 
dence on  Japanese  technology 
gives  Japan  more  clout  in  its 
dealings  with  the  U.  S.  A  plu- 
rality expect  their  country  to 
eventually  replace  America  as 
the  world's  leading  economic 
and  political  power,  and  52% 
want  Japan  to  rely  less  on  the 
U.  S.  for  defense.  A  stunning 
42%  cited  "too  many  minor- 
ities" as  a  reason  for  Ameri- 
ca's economic  problems. 
BOOK  STIR.  The  picture  is  not 
completely  one-sided.  These 
tough  views  are  balanced  by  a 
belief  among  more  than  half 
of  those  polled  that  Japan  is 
imposing  unfair  barriers  on 
American  imports,  and  fully 
62%  say  Japan  could  be  more 
flexible  on  trade.  Sixty-four 
percent  want  the  country's 
cumbersome  distribution  sys- 
tem reformed,  and  45%'  would  require 
that  a  certain  amount  of  American  prod- 
ucts be  allowed  into  Japan.  Only  21% 
think  America  has  begun  a  process  of 
irreversible  decline. 

Japanese  pride,  self-confidence,  and 
nationalistic  feelings  in  the  poll,  com- 
bined with  other  evidence,  suggest  the 
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tinew poll  shows  a  plurality  of 
Japanese  expect  Japan  to  re- 
place America  as  the  leading 
economic  and  political  power 


Japanese  have  become  mark 
edly  more  assertive.  This 
mood  is  exemplified  at  the  ex- 
treme by  the  views  of  right- 
wing  Diet  member  Shintaro 
Ishihara,  whose  book  The  Ja- 
pan That  Can  Say  "No"  is 
creating  a  firestorm  in  the 
U.  S.  All  this  makes  clear  that 
Washington  is  entering  a  par- 
ticularly sensitive  period  in  its 
Japanese  relations. 
FIRST  FIDDLE.  The  Japanese 
are  not  as  likely  as  they 
were  in  the  past  to  yield  to 
U.  S.  pressure,  and  Japanese 
political  leaders  want  to  ap- 
pear less  conciliatory  while 
at  the  same  time  increasing 
their  demands  on  America  to 
rebuild  competitiveness,  im- 
prove education,  and  reduce 
the  budget  deficit.  Although 
this  shift  in  opinion  has  been 
building  almost  subconscious- 
ly for  a  decade,  these  views 
are  now  voiced  out  in  the 
open  by  respected  leaders  in 
government,  business,  and 
the  press.  "There's  a  general 
feeling  among  many  Japanese 
that  they're  still  playing 
second  fiddle  and  aren't  talk- 
ing back  enough,"  says  Ivan 
Hall,  visiting  professor  of 
history  at  Keio  University  in 
Tokyo. 

To  some,  this  revived  self- 
confidence  is  overdue  in  view 
of  Japan's  economic  achieve- 
ments and  could  also  be  the 
result  of  reduced  East-West 
tensions  and  Japan's  need  to 
rely  less  on  the  U.  S.  to  guar- 
antee world  peace.  There  is 
little  evidence  in  this  trend  of  the  Em- 
peror-worshiping nationalism  that  led 
the  country  to  ruin  half  a  century  ago. 

But  a  number  of  experts  worry  that  a 
modern  form  of  nationalism  could  turn 
hostile  if  the  Japanese  and  U.  S.  govern- 
ments mismanage  their  increasingly 
fractious  relationship.  A  particularly 
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■RALL,  THE  U.S.  GETS  lOW  MARKS 

Dw  much  admiration  and  fondness  do  you  have  for  each  of  the 
)wing — a  great  deal,  a  fair  amount,  not  very  much,  or  none  at 


Not 

A  great 

A  fair 

very 

None 

Not 

deal 

amount 

much 

at  all 

sure 

rica  OS  a  nation 

9% 

33% 

41% 

13% 

4% 

jrico  s  economic  suc- 


American  people 


6% 
7% 


29% 
25% 


40% 
45% 


16% 
18% 


9% 
5% 


ANESE  TRADE  BARRIERS  HURT  THE  U.S. 

'hiie  Japanese  companies  do  better  selling  products  in  Ameri- 
^merican  companies  have  had  trouble  selling  their  products  in 
an.  Do  you  think  these  troubles  are  or  ore  not  the  result  of...? 

Are  Are  not  Not 

result  of         result  of  sure 

jrican  products  not  being  as 
d  quality  as  Japanese 

iucts  54%  30%  16% 

;rican  products  being  too 

ensive  30%  51%  19% 

an  imposing  unfair  barriers 

nports  from  America  55%  23%  22% 

jrican  companies  not  trying 

J  enough  52%  32%  16% 

;  JAPANESE  WANT  TRADE  AND  MARKETING  REFORMS 

ow,  do  you  favor  or  oppose  the  Japanese  government  taking 
of  these  measures  to  improve  trade  relations  with  America? 

Not 

Favor  Oppose  sure 

uiring  that  a  certain  amount 
American  products  be  al- 

ed  in  Japan  45%  33%  22% 

arming  Japan's  distribution 

em  64%  12%  24% 

loving  the  ban  on  imported 

39%  48%  13% 


ERICA'S  RACIAL  MIX  IS  SEEN  AS  A  BIG  FAILING 

ow,  please  choose  from  this  list  which  you  think  are  the  two  or 

■e  reasons  for  America's  economic  problems. 

r  education  system    15% 

many  different  minorities   42% 

y  work  force    35% 

)mpetent  management    11% 

interested  in  short-term  returns   25% 

msitivity  to  foreign  markets   29% 

ne   7% 

f  sure   18% 

PLIT  ON  CLOSER  JAPANESE  TIES  WITH  MOSCOW 

relations  with  America  worsen,  should  Japan  work  harder  to 
rove  relations  with  the  Soviet  Union  or  not? 


Should  work  harder  to  improve  relations  41% 

Should  not  40% 

Not  sure  19% 

BULLYING  JAPAN  ON  TRADE  ISN'T  CRICKET... 

■  If  you  hod  to  say,  do  you  think  America  is  trying  to  unfairly  pres- 
sure Japan  on  trade  issues,  or  not? 

Trying  to  unfairly  pressure   57% 

Not  trying   27% 

Not  sure  16% 

...BUT  THEN,  JAPAN  COULD  LOOSEN  UP  A  BIT 

■  Would  you  like  to  see  Japan  just  refuse  to  moke  any  further 
trade  concessions  to  America,  or  do  you  think  Japan  could  be 
more  flexible  on  trade  with  America? 

Refuse  to  make  further  trade  concessions   21% 

Japan  could  be  more  flexible  on  trade   62% 

Not  sure  17% 

AMERICA'S  TROUBLES  ARE  FIXABLE 

■  Do  you  think  America  has  begun  a  process  of  irreversible  social 
and  economic  decline,  or  don't  you  think  that  is  happening? 

Irreversible  process  of  decline  21% 

Not  happening   51% 

Not  sure  28% 

JAPAN  MAY  ASSUME  AMERICA'S  MANTLE 

■  How  much  do  you  agree  with  the  statement  that  eventually  Ja- 
pan will  take  America's  place  as  the  world's  leading  economic 
and  political  power? 

Agree  strongly   6% 

Agree  somewhat   37% 

Disagree  somewhat   23% 

Disagree  strongly  12% 

Not  sure  22% 

JAPAN'S  TECHNOLOGY  GIVES  IT  AN  EDGE  IN  THE  U.S. 

■  If  you  hod  to  say,  do  you  think  America's  growing  dependence 
on  Japanese  technology  gives  Japan  more  clout  in  its  dealings 
with  America,  or  not? 

Gives  Japan  more  clout   55% 

Doesn't  give  Japan  more  clout  18% 

Not  sure  27% 

TOKYO  SHOULD  RELY  LESS  ON  THE  U.S.  FOR  DEFENSE 

■  In  the  future,  do  you  think  that  Japan  should  rely  less  on  Ameri- 
ca for  its  national  defense,  or  don't  you  think  that  way? 

Think  Japan  should  rely  less  on  America  52% 

Don't  think  Japan  should  rely  less  on  America  31% 

Not  sure  17% 

Edited  by  Mark  N.  Vamos 

Poll  of  1 ,000  adults  conducted  in  Japan  Nov.  10-14  for  BUSINESS 
WEEK  by  Louis  Harris  &  Associates  Inc.  Results  should  be  accurate 
to  within  four  percentage  points. 
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sensitive  area  is  U.  S.-Japanese  security 
relations.  Most  Japanese  would  explicitly 
reject  the  hawkish  views  Ishihara  ex- 
presses in  his  book,  which  was  co-auth- 
ored by  Sony  Chairman  Akio  Merita.  In 
an  unauthorized  English  translation  that 
was  circulated  widely,  Ishihara  heaps  in- 
vective on  America,  brags  about  Japa- 
nese technological  superiority,  and  even 
suggests  that  Japan  sell  defense  elec- 
tronics to  the  Soviet  Union  if  the  U.  S. 
becomes  too  demanding.  Although  Ishi- 
hara is  widely  seen  as  an  extremist, 
some  of  his  views  do  strike  a  chord:  A 
majority  of  Japanese  think  they  should 
rely  less  on  the  U.  S.  for  military  securi- 
ty, and  55%  think  that  Japanese  technol- 


America's  problems  are  mostly  of  its 
own  making.  Former  International 
Trade  &  Industry  Vice-Minister  Makoto 
Kuroda  and  chief  Foreign  Ministry 
spokesman  Taizo  Watanabe  relish  pro- 
voking and  challenging  Americans. 

When  Prime  Minister  Toshiki  Kaifu 
visited  Washington  in  September,  he 
also  surprised  U.  S.  officials  by  bluntly 
telling  them  not  to  expect  quick  action 
by  Japan  on  its  so-called  structural  im- 
pediments to  trade.  The  "pendulum  is 
swinging  back  from  friendly,  adaptive 
sentiments  to  antagonistic,  reactive 
ones,"  says  Kinhide  Mushakoji,  profes- 
sor of  international  relations  at  Meiji  Ga- 
kuin  in  Tokyo. 


Of  course,  attraction  to  American  cul 
ture  doesn't  diminish  the  growing  pride 
and  outspokenness  of  many  Japanese 
about  their  economic  prowess.  Ameri 
cans  simply  aren't  used  to  it,  but  more 
are  becoming  so.  "I  think  it's  healthy  to{ 
step  up  to  problems  directly  and  talk! 
about  them  with  candor,"  says  Michael i 
H.  Armacost,  U.  S.  Ambassador  to  Ja-L 
pan.  Some  strong  critics  of  Japan  in  t 
Washington  agree.  It  is  better  for  Japan 
to  be  blunt  "so  that  we  don't  feel  be- 
trayed or  lied  to  when  the  eventual  an- 
swer is  no,"  says  one  Administration 
trade  official. 

If  anyone  is  to  blame  for  a  toughening 
of  opinion  toward  the  U.  S.,  it's  Ameri- 


JAPANESE  YOUTH  HAVE  A  NEAR-OBSESSION  WITH  SYMBOLS  OF  AMERICAN  CULTURE,  FROM  USED  ARMY  CLOTHING  TO  BATMAN 


ogy  gives  them  an  edge  in  dealings  with 
the  U.  S. 

There  are  other  signs  of  growing  out- 
spokenness. The  annual  white  paper 
published  in  November  by  Japan's  Eco- 
nomic Planning  Agency  was  unprece- 
dentedly  harsh  in  its  criticism  of  U.  S. 
trade  and  economic  policies.  One  estab- 
lished economist  created  a  minor  stir  re- 
cently by  calling  for  a  law  that  would 
automatically  slash  Japanese  purchases 
of  U.  S.  Treasury  bills  if  Washington  im- 
posed trade  sanctions.  The  Education 
Ministry  last  month  ordered  all  high 
schools  to  hoist  the  flag  and  sing  the 
national  anthem,  which  venerates  the 
Emperor,  on  all  special  occasions,  a 
move  criticized  by  the  left-wing  Japan 
Teachers'  Union  as  a  violation  of  consti- 
tutional rights  to  freedom  of  thought 
and  religion. 

Cabinet-level  visits  to  the  shrine 
where  Japan's  war  dead  are  memorial- 
ized, largely  frowned  upon  until  just  a 
few  years  a;,- >  because  of  the  nationalist- 
militarist  overtones,  are  now  routine. 
Once  meek  and  conciliatory,  Japanese 
leaders  are  increasingly  outspoken  in 
their  defense  of  Japan,  arguing  that 


For  a  long  time  the  Japanese  have 
had  a  superiority-inferiority  complex  to- 
ward Americans  that  is  tilting  as  evi- 
dence of  Japan's  economic  success 
mounts.  "There's  a  half-conscious  in- 
clination among  Japanese  these  days  to 
say  that  Japan  is  superior,"  says  the 
prominent  intellectual  historian  Shuichi 
Kato.  "This  could  lead  to  an  outburst  of 
anti-Americanism  if  the  U.  S.  keeps 
bashing  Japan  and  the  Japanese  govern- 
ment appears  to  be  too  submissive  to 
Washington." 

GOODWILL.  Whatever  the  dangers,  Amer- 
ica still  holds  great  fascination  for  many 
Japanese.  Chic  young  Japanese  have  a 
near-obsession  with  symbols  of  Ameri- 
can culture,  from  Batman  to  used  Amer- 
ican '50s  clothing,  such  as  letter  jackets 
and  fatigue  pants.  Hard  Rock  Cafe  and 
Tower  Records  enjoy  huge  sales  in  Ja- 
pan, not  to  mention  older  symbols  such 
as  McDonald's  and  Coca-Cola.  "The  de- 
sire to  emulate  American  culture  is  still 
very  strong,"  says  Yasusuke  Murakami, 
a  professor  at  the  International  Re- 
search Center  for  Japanese  Studies  in 
Kyoto.  "There's  a  lot  of  goodwill  [to- 
ward America]  among  Japanese." 


cans  themselves,  argues  author  and  for- 
mer trade  official  Clyde  V.  Prestowitz. 
He  believes  America  is  losing  power  and 
influence  because  of  its  debtor  status 
and  decline  in  technological  and  industri- 
al leadership.  "The  vast  majority  of  peo- 
ple want  to  respect  us,"  Prestowitz  says. 
"We  are  making  it  very  difficult  by  our 
ineptitude." 

More  than  anything,  though,  the 
changing  world  order  is  forcing  a  re- 
assessment of  U.  S. -Japan  relations  on 
both  sides  of  the  Pacific.  "Competition 
among  different  capitalist  systems  is 
coming  into  focus  now  that  the  Soviet 
threat  has  gone  away,"  says  Masaru 
Yoshitomi,  a  director-general  at  Ja- 
pan's Economic  Planning  Agency. 
"That's  why  there's  so  much  open  de- 
bate between  us." 

The  U.  S.  is  just  beginning  to  size  up 
the  newly  assertive  Japan,  and  Japan  is 
likely  to  flex  its  muscles  more  forcefully 
in  the  future.  Whether  these  two  allied 
but  contending  partners  can  redefine 
their  relations  will  be  the  issue  of 
the  1990s. 

By  Robert  Neff  in  Tokyo,  with  bureau 
reports 
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WEST  GERMANY  I 


TAKING  OVER  THE  HELM 
OF  GERMANY  INC. 


A  corps  of  younger,  globally  aware  leaders  is  one  legacy  of  Deutsche  Bank's  Alfred  Herrhausen 


Alfred  Herrhausen,  the  chief  exec- 
utive of  Deutsche  Bank  who  was 
slain  by  terrorists  on  Nov.  30, 
had  become  one  of  Eui-ope's  most  pow- 
erful men — and  unquestionably  the 
No.  1  mover  and  shaker  in  West  Germa- 
ny's SI  trillion-plus  economy.  But  to  his 
countrymen.  Herrhausen  stood  for  even 
more.  He  was  the  leading  symbol  of  a 
dynamic,  postwar  generation  of  German 
managers  eager  to  increase  the  global 
reach  of  their  industries.  Across  Europe, 
he  became  a  legend  as 
the  business  communitj" 
raced  to  adapt  to  the 
political  and  economic 
changes  sweeping  the 
region.  "He  was  a  bea- 
con." recalls  Swiss  man- 
agement consultant  Rij- 
land  Shatz.  "He  was 
showing  the  way." 

Herrhausen"s  st\"le  of 
management  is  sure  to 
take  even  greater  hold 
during  the  coming  de- 
cade. In  the  next  five 
years  alone,  mandatory- 
retirement  policies  will 
force  half  of  Germany's 
top  100  companies — in- 
cluding the  10  biggest — 
to  pick  new  CEOs.  As  a 
result,  such  establish- 
ment pillars  as  Daimler 
Benz,  Siemens,  chemical 
maker  BASF,  and  Con  - 
merzbank  soon  will  be 
in  new  hands. 
QUICK  CHANGE.  But  far 
more  than  a  simple  gen- 
erational shift  is  taking 
place.  German  manage 
ment  philosophies  are 
i-apidly  changing.  The 
outgoing  leaders  fo- 
cused on  their  compa- 
nies and  Germany.  Au- 
thor;iarian  and  techno- 
cratiL.  they  tended  to 
steer  clear  of  politics,  at 
home  or  abroad.  Now, 
West  Germans  are 
grappling  with  historic 


upheaval  in  Eastern  Europe,  the  chal- 
lenge of  reuniting  the  r\vo  Gennanies, 
and  their  nation's  future  role  in  the 
Western  alliance. 

To  meet  these  challenges,  a  new  corps 
of  leadei-s  is  springing  up.  Its  globally 
minded  membei-s  are  more  entrepreneur- 
ial and  democratic.  And  they  mix  busi- 
ness and  politics  in  a  single  stream. 
They  may  deliver  a  rude  shock  to  Ger- 
many's competitors,  many  of  whom  still 
believe  the  new  leaders  are  cut  from  the 


same  cloth  as  their  cautious  forebears. 

Herrhausen,  though  a  comparative  el- 
der at  age  59,  was  a  crucial  figure  to 
this  rebirth,  both  as  a  catalyst  for 
change  and  a  key  actor  in  it.  Unlike  his 
peei-s,  HeiThausen,  a  confidant  of  Chan- 
cellor Helmut  Kohl,  frequently  spoke 
out  on  Germany's  power  in  the  world 
and  on  German  banks'  massive  power  at 
home.  And  backed  by  his  bank's  SITO, 
billion  in  assets.  Herrhausen  also  gained 
worldwide  renown  for  managing  to 


WEST  GERMANY'S  NEW  MOVERS  AND  SHAKERS 


ROLF  E.  BREUER,  52 

Securities  chief  at  Deut- 
sche Bank,  with  S71  bil- 
lion portfolio.  May  be- 
come next  CEO 


GERHARD  CROMME,  46 

Harv  ard  MBA.  came 
from  France's  Saint-Go- 
bain  to  revamp  conglom- 
erate Fried.  Krupp 


JURGEN  E.  SCHREMPP,  45 

Mo\ing  Daimler  Benz 
into  high  tech  as  chief  of 
its  new  Deutsche  Aero- 
space unit 


MARTIN  POSTH,  44 

\'W  personnel  chief.  Ma] 
become  CEO  if  he  can  cu 
labor  costs  10%  without 

Invofis 


FRANZ  STEINKUHLER,  52 

Runs  giant  IG  Metall 
union.  Wants  35-hour 
workweek.  Taking  big 
role  in  European  labor 


VOLKER  RUHE,  47 

Christian  Democratic 
Part}-  strategist.  Foreign 
policy  whiz,  wants  reuni- 
fication 


IRMGARD 

ADAM-SCHWAHER,  47 

Free  Democratic  Part}- 
hea\y.  European  Com- 
munity' specialist 


HEINZ  SCHIMMELBUSCH,  45 

Metallgesellschaft  CEO. 
Restructured  metals 
group.  Scouting  acquisi- 
tions 
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e  up  with  one  megasurprise  after 
;her. 

ver  the  past  three  years  he  engi- 
•ed  10  buyouts  of  other  commercial 
investment  banks  and  shook  up  auto 
er  Daimler,  where  he  served  as 
irman.  Behind  these  moves  was 
rhausen's  long-term  strategy  of 
lying  Deutsche  Bank — and  Germa- 
-for  1992,  when  trade  barriers 
ng  the  European  Community  na- 
5  are  due  to  fall  for  good. 
I  pushing  119-year-old  Deutsche 
k  into  a  new  era,  Herrhausen  blazed 
trail  for  scores  of  other  German  cor- 
itions,  big  and  small,  that  are  put- 
the  new  generation  of  leaders  in 
e.  Many  of  these  executives  have 
it  years  abroad,  running  subsidiaries 
erman  companies  or  studying  in  for- 

universities.  As  they  as- 
e  top  jobs,  they  appear  eager 
•emake  Corporate  Germany 
g  lessons  learned  in  Europe, 
U.  S.,  and  Japan. 
URDENED.  The  new  leaders 
gaining  power  with  confi- 
;e,  largely  because  they  are 
first  generation  of  Germans 
!njoy  both  a  durable  peace 
a  stable  democracy.  More- 
•,  with  Adolf  Hitler's  Third 
h  fading  into  history  for 
nans  who  are  under  45,  "the 
iger  generation  doesn't  feel 
lened  by  Germany's  past," 
.  Frankfurt  management  con- 
mt  Joachim  Staude.  "They 
act  more  decisively." 
s  West  Germans  prepare  for 
probable  reunification  with 
'  Eastern  cousins,  the  nev/ 
;ical  winds  blowing  through 
agement's  ranks  could  make 
Tiany  Inc.  an  even  tougher 
al  competitor  in  the  1990s 
beyond.  Coupling  West  Ger- 
y's  rich  and  successful  econ- 

with  the  underdeveloped 
:  promises  both  new  sources 
)w-cost  production  as  well  as 
potential  for  enormous  new 
lumer  markets, 
est  Germany's  new  manag- 
devote  far  more  time  to  inter- 
,ing  world  political,  social, 
economic  developments  than 


Langer,  53.  If  Langer  succeeds,  he'll 
probably  get  Kaske's  job. 

Until  recently,  U.  S.  experience  actual- 
ly was  a  handicap.  A  dozen  years  ago, 
Kurt  J.  Lauk  couldn't  get  any  German 
company  to  match  American  companies' 
salary  offers  when  he  went  job-hunting 
with  his  newly  acquired  Stanford  MBA. 
So  Lauk  joined  the  Boston  Consulting 
Group.  Now,  with  global  exposure  very 
much  in  vogue,  he  has  just  signed  on  as 
deputy  CEO  at  Volkswagen's  Audi  unit. 
Lauk,  43,  believes  German 
managers  should  worry 
less  about  engineering  per- 
fection and  more  about  the 
people  they  work  with  and 
sell  to.  Says  Lauk:  "We 
forgot  the  emotional,  hu- 
man side  of  business." 


HERRHAUSEN  MADE  DB  INTO  A  POSTWAR  SUCCESS  SYMBOL 


their  inward-looking  predecessors, 
u  find  an  extraordinary  interest  in 
many  in  being  a  European  first  and 
:al  second,"  says  Cornells  J.  van  der 
?t,  CEO  of  Dutch  electronics  maker 
ips.  Such  thinking  is  taking  hold  ev- 
vhere.  Under  CEO  Karlheinz  Kaske, 
A'ho  is  due  to  retire  in  1993,  Siemens 
replaced  seven  huge  divisions  with 
)perating  units  in  the  biggest  sha- 
3  in  the  $33  billion-a-year  group's 
year  history.  A  major  goal:  pumping 
Siemens'  U.  S.  unit,  headed  by  Horst 


Plenty  of  shocks  appear  in  line  for 
other  old-line  companies.  For  example, 
heavy-industry  conglomerate  Fried. 
Krupp,  run  since  last  summer  by  46- 
year-old  Gerhard  Cromme,  is  quickly 
scrapping  some  of  its  old  ways. 
Cromme,  a  veteran  of  15  years  at 
France's  go-go  industrial  conglomerate 
Saint-Gobain,  so  far  has  restructured 
Krupp's  money-losing  steel  unit  into  a 
$90  million-a-year  profit  machine. 

Political  institutions  may  be  in  for 
much  of  the  same  revitalization.  Foreign 


policy  guru  Volker  Riihe,  47,  appointed 
last  summer  by  Chancellor  Kohl  to  be 
general  secretary  and  campaign  manag- 
er of  the  Christian  Democratic  Party, 
has  now  turned  to  domestic  affairs  to 
gear  up  for  next  year's  parliamentary 
elections.  Riihe  raised  eyebrows  earlier 
this  year  when,  months  before  the  East 
Germans  ousted  their  Communist  gov- 
ernment, he  advocated  reunification  with 
the  East — an  emotionally  charged  issue 
older  politicians  avoided. 

German  corporations  are 
making  equally  dramatic 
changes  in  hiring  practices. 
Suddenly,  they  are  scour- 
ing the  outside  world  for 
new  talent.  "Companies 
are  looking  for  creativity 
[and]  entrepreneurial 
flair,"  says  David  Shellard, 
European  managing  direc- 
tor of  headhunters  Russell 
Reynolds  Associates.  As 
top   German  companies 
take  on  such  managers, 
thousands  of  other  corpo- 
rations— primarily  the  small  and 
midsize  family-owned  ones  that 
make  up  the  lifeblood  of  much  of 
German  industry — will  soon  fol- 
low suit. 

In  employment  and  many  oth- 
er areas,  Herrhausen  had  been 
pioneering  a  new  order  at  Deut- 
sche Bank  for  several  years.  In 
11)88  he  named  the  bank's  first 
I'eniale  board  member,  Ellen  R. 
Schneider-Lenne,  47.  And  just  a 
few  days  before  his  assassina- 
tion, he  completed  his  biggest 
'ieal  ever,  the  $1.5  billion  take- 
over of  British  merchant  bank 
Morgan  Grenfell  Group.  Deut- 
sche Bank  now  is  likely  to  choose 
Herrhausen's  successor  from  a 
:^roup  of  top  executives  in  their 
early  50s,  possibly  naming  a  two- 
man  team  to  run  the  bank.  Lead- 
ing contenders  are  Hilmar  Kop- 
per,  54,  Herrhausen's  strategy 
adviser,  who  set  up  the  Morgan 
Grenfell  deal;  personnel  director 
Ulrich  Weiss,  53;  and  capital-mar- 
kets chief  Rolf  E.  Breuer,  52,  an 
advocate  of  the  rapid  deregula- 
tion of  German  finance. 
With  the  most  dramatic  changes  since 
the  end  of  World  War  II  now  whirling 
through  Europe,  these  and  other  mem- 
bers of  the  incoming  leadership  corps 
"must  learn  to  be  the  new  heroes,"  says 
management  training  expert  Peter  Ziirn. 
And  as  these  executives  grow  into  that 
role,  Germany  will  become  even  more 
open  to  change — and  an  even  more 
forceful  competitor. 

By  John  Templeman  and  Gail  E.  Schares 
in  Bonn,  with  Jonathan  Kapstein  in  Brus- 
sels and  Richard  A.  Melcher  in  London 
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THE  PHILIPPINE  REBELS  AIMED  FOR  AQUINO 
—BUT  HIT  THE  ECONOMY 


Intending  to  topple  President  Corazon  Aquino,  military  re- 
bels who  bombed  Malacaiiang  Palace  on  Dec.  1  instead 
dealt  crippling  blows  to  their  countr\''s  fragile  economic 
recovery  and  its  hopes  for  stable  democracy.  "The  cost,  which 
we  have  begun  to  tally,  is  staggering,"  Aquino  said.  Besides 
eroding  confidence  among  Filipinos  and  foreign  investors,  the 
revolt  has  tarnished  Aquino's  image  as  a  leader  sustained  by 
"people  power."  Instead  of  rallying  to  her  support,  Manila 
bystanders  cheered  rebels  as  well  as  loyal  troops. 

What  may  have  saved  Aquino  was  the  inten'ention  of  Amer- 
ican F-4  fighters,  ordered  by  President  Bush  to  take  off  from 
Clark  Air  Base  north  of  Manila  at  Aquino's  request  and  to  fly 
cover  for  loyal  Philippine  aircraft.  "We 
would  have  been  dead  without  the 
Americans — politically  and  physically," 
said  a  palace  source.  One  result  may  be 
increased  willingness  by  Aquino's  gov- 
ernment to  sign  new  agreements  to  keep 
Clark  and  the  Subic  Bay  naval  base  as 
the  Far  Eastern  anchors  of  U.  S.  power 
after  the  current  base  accords  expire  in 
1991.  Foreign  Secretary  Raul  Mangla- 
pus,  who  will  lead  the  Philippine  team  in 
preliminary  talks  scheduled  to  start 
soon,  says  he  is  reconsidering  his  former 
opposition  to  the  bases.  But  the  U.  S. 
intervention  has  also  inflamed  hostility  among  nationalists  on 
both  the  right  and  left.  They  say  Aquino's  call  for  aid  shows 
that  the  bases  keep  the  Philippines  subordinate  to  the  U.  S. 
SQUABBLE  OVER  SPOILS.  Bush  had  little  choice  but  to  shore  up 
Aquino — as  proof  of  U.  S.  backing  for  a  democratic  govern- 
ment. He  also  needed  to  rebut  critics'  charges  that  his  Admin- 
istration had  waffled  in  Panama.  But  Aquino  may  be  weak- 
ened at  home  by  her  obvious  dependence  on  the  U.  S.  military 
to  stay  in  office. 

Politically,  this  rebellion  was  mainly  over  power  and  its 
spoils,  not  ideological  beliefs — in  contrast  to  the  rural  guerrilla 
warfare  of  the  New  People's  Army,  which  wants  a  communist 


revolution.  In  the  first  two  years  after  Aquino  became  Presi- 
dent in  1986,  military'  groups  tried  five  times  to  unseat  her. 
But  as  in  Latin  America,  close  ties  among  military  officers^ 
have  protected  the  plotters  from  serious  punishment.  "Itl 
would  be  very  destabilizing  to  take  them  to  trial,"  says  John^ 
Bresnan,  a  Columbia  University  expert  on  East  Asia.  ' 

The  rebels  struck  at  a  time  of  declining  support  for  Aquino; 
among  ordinary  Filipinos,  and  they  benefited  from  public  toler-L 
ance  for  their  coup.  The  consumers  who  have  prospered  in  the' 
last  two  years  have  been  mainly  upper  middle  class.  Mean- 
while, Filipinos  watched  as  corruption  and  nepotism  swirled 
around  Aquino.  In  Manila,  many  also  suffered  from  brown- 
outs, water  shortages,  and  street  crime 
Foreign  investors  will  now  sharply 
slow  their  commitments,  despite  somt 
jg^X^^j^^^^™  new  business  that  entered  recently.  Tai- 
z?^^"*^^^^!  wan's  usi  Far  East  had  just  awarded  a 
"W— ^  BWIH  construction  contract  for  a  $360  million 
'  "  Philippine  petrochemical  complex.  Unit- 
ed Technologies  Corp.  says  it  is  continu- 
ing work  on  an  electronics  assembly 
plant  scheduled  to  open  next  April.  But 
many  investors  will  follow  the  example 
of  Sony  Corp.,  which  intends  to  wait  and 
see  before  going  ahead  with  a  $35  mil- 
lion plant  to  make  compact  disk  players. 
It  will  be  hard  for  Aquino — and  for  the  Philippines — to 
regain  the  lost  momentum  by  the  time  her  term  ends  in  1992. 
Waiting  in  the  wings  as  potential  successors  are  mainly  old- 
stjie  politicians  with  reputations  for  nepotism  and  corruption, 
such  as  Vice-President  Salvador  Laurel  and  former  Defense 
Minister  Juan  Ponce  Enrile.  For  most  Filipinos,  the  economic 
setback  has  further  diminished  Corazon  Aquino's  abilitj"  to 
fulfill  the  hopes  for  a  better  life  that  they  had  entrusted  to  her 
as  the  agent  of  "people  power."  That  may  be  the  rebellion's 
hea\iest  cost. 

By  Kathleen  S.  Barnes  in  Manila  and  Do fi  Jones  Yang  in  Hong 
Kong,  with  Dave  Griffiths  in  Washington 


GLOBAL  WRAPUP I 


BRITAIN 


Often  at  odds  with  the  European 
Community,  Prime  Minister  Mar- 
garet ThulcluT  has  landed  in  hot  water 
again  becau.se  of  recent  revelations 
about  the  1988  sale  of  Rover  Group 
PLC,  the  form"i-!\^  state-owned  carmak- 
er, to  British  .'■..•>-ospace  PLC.  Britain's 
National  Audit  .'fiice  says  the  sale 
price  of  $234  million  undervalued 
Rover  by  at  least  million,  and  the 
government  secretlv  >  ed  the  buyer 
an  additional  $59  mihi,  n  in  purchase 
costs.  Its  aim  was  to  i  the  money- 
losing  company  off  its  1.;  1-  and  keep 
it  British-owned.  To  do  si;  t  r  e  govern- 
ment talked  only  to  Britisii  .prospace, 


despite  the  interest  of  both  Ford  Motor 
Co.  and  Volkswagen. 

The  disclosures  are  embarrassing  to 
Thatcher,  a  foe  of  industrial  subsidies. 
They  may  also  be  costly  to  British 
Aerospace:  The  European  Community 
is  probing  the  $59  million  "sweetener" 
and  may  force  the  aerospace  giant  to 
repay  it. 

CHILE  

Christian  Democratic  Party  leader 
Patricio  Aylwin,  71,  is  expected  to 
win  a  four-year  presidential  term  on 
Dec.  14  as  the  candidate  of  a  17-party 
center-left  coalition  to  succeed  Presi- 
dent Augusto  Pinochet,  who  seized 
power  in  a  1973  coup.  Pinochet's  gov- 


ernment appeared  to  concede  that  pros- 
pect on  Dec.  4  in  appointing  directors 
of  Chile's  newly  autonomous  central 
bank.  Although  probably  the  most  in- 
dependent central  bank  in  Latin  Ameri- 
ca, three  of  its  five  board  members  are 
sympathetic  to  Aylwin's  coalition. 

Even  so,  a  web  of  legal  restrictions 
and  military'  prerogatives  spun  by  Pi- 
nochet, 74,  will  limit  his  successor's 
freedom  of  action.  The  electoral  sys- 
tem set  up  by  Pinochet  is  likely  to  hold 
the  coalition  to  a  slim  majority  in  the 
new  Congress.  That  will  make  it  hard 
to  alter  undemocratic  provisions  in  the 
1980  constitution — such  as  a  guarantee 
that  Pinochet  can  stay  on  as  armed 
forces  commander  until  1998. 
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Giving  companies 
in  Chapter  11 
a  happy  ending. 


When  companies  face  Chapter  11,  many  people  see  only  the 
problems.  At  Chemical,  we  see  reasons  for  hope.  Our  challenge  is  to 
help  troubled  companies  and  their  creditors  achieve  maximum  value. 

It  s  not  easy,  and  the  subtlest  of  advisory  skills  are  required.  But 
while  we  don't  promise  a  pot  of  gold,  we  bring  to  troubled  companies 
and  their  creditors  a  wealth  of  experience  and  techniques.  Techniques 
such  as  Debtor  In  Possession  Financing,  which  provides  breathing 
room  during  the  reorganization  process.  Chemical  is  the  nations 
leading  specialist  in  this  form  of  finance. 

In  addition  to  liquidity,  we  contribute  to  efficient  management  of 
the  reorganization  process  and  help  speed  it  to  a  sound  resolution. 

In  all  cases,  guidance  from  an  experienced  advisor  can  provide 
benefits  to  more  than  just  a  company  and  its  creditors  — it  can  serve 
employees,  customers  and  our  economy  as  well. 

For  us,  relieving  a  company's  problems  is  particularly  rewarding: 
Instead  of  the  end  of  the  line,  it's  often  the  beginning  of  the  road  back. 


CkmicalBaink 


ntertainment 


TELEVISION  I 


IS  VIACOM  READY 

TO  CHANNEL  THE  WORLD? 


Now  t±iat  the  cable  company  has  debt  in  hand,  it's  ready  to  deal  with  the  global  entertainment  giants 


Sumner  M.  Redstone  is  amused  and 
obviously  pleased.  The  chairman 
of  Viacom  International  Inc.  has 
just  heard  that  the  Berlin  Wall  fell  two 
days  after  one  of  his  operations,  MTV 
Europe,  had  started  broadcasting  rock- 
and-roll  videos  to  hotels  in  East  Berlin. 
Smiling,  Redstone  tells  the  story,  turns 
his  palms  skyward,  and  shrugs  his 
shoulders.  "Coincidence?"  he  asks. 

In  a  word,  yes.  But  even  if  Redstone 
can't  change  the  world,  he  can  work 
wonders.  Just  2.Vi  years  after  a  consor- 
tium of  banks  lent  him  $2.1  billion  of  the 
$3.2  billion  he  needed  to  buy  Viacom, 
Redstone  has  the  debt  under  control.  He 
and  Viacom  CEO  Frank  J.  Biondi  Jr.  now 
have  the  borrowing  power  to  expand 
and  compete  with  other  entertainment 
conglomerates  that  seek  to  dominate 
global  entertainment,  such  as  Rupert 
Murdoch's  News  Corp.,  Time  Warner, 
and  Sony.  Although  Viacom  is  far  small- 
er than  these  industry  giants,  it  has  rare 
assets  that  the  titans  can't  duplicate. 
VARIED  FARE.  Viacom  dominates  the 
fast-growing  cable  programming 
business.  About  15':''  of  all  ad  dollars 
spent  on  cable  go  to  the  three  24- 
hour  services  that  make  up  MTV 
Networks:  Fans  of  music  videos 
watch  MTV:  Music  Television  and 
VH-1.  Kids  tune  in  to  Nickelodeon 
during  the  day,  and  nostalgia  buffs 
watch  vintage  sitcoms  on  Nick  at 
Nite.  Separately,  there's  Lifetime,  a 
channel  for  women,  which  Viacom 
owns  with  Hearst  Corp.  and  Capital 
Cities /ABC  Inc. 

In  addition,  Viacom  has  two  of  the 
most  promiinent  premium  services. 
Cable  subscribers  pay  an  extra 
monthly  fee  for  movies  and  special 
events  on  Showtime  and  The  Movie 
Channel.  Another  unit.  Showtime  Event 
Television,  offers  programs  for  cable's 
pay-per-view  channels — which  charge  a 
separate  fee  for  each  show. 

But  a  viewer  doesn't  have  to  have  ca- 
ble to  watch  Viacom's  television  fare. 
The  company  produces  several  specials 
and  series  for  the  Big  Three  networks, 
including  XBC  Inc.'s  Matlock  and  CBS 


Inc.'s  Jake  and  the  Fatman.  It  also 
owns  the  rights  to  sell  reruns  of  The 
Cosby  Show,  A  Different  World,  and 
Roseanne.  And  Viacom's  TV  library  has 
3,400  hours  of  programming,  including 
such  classics  as  /  Love  Lucy,  The  Hon- 
eymooners,  Perry  Mason,  and  The  Twi- 
light Zone.  Viacom  can  broadcast  its 
shows  over  the  company's  five  television 
stations,  14  cable  franchises,  and  nine 
radio  outlets.  In  November,  Viacom 
agreed  to  pay  $121  million  for  five  addi- 
tional radio  stations. 

Virtually  every  entertainment  super- 
power has  looked  longingly  at  Viacom 
and  tried  to  interest  Biondi  and  Red- 
stone in  a  merger.  Redstone  doesn't  rule 


out  the  possibility.  He  could  make  a  deal 
with  a  stroke  of  a  pen:  His  movie  the 
ater  company,  National  Amusements 
Inc.,  owns  83%  of  Viacom  stock.  Biondi 
says  he's  concerned  about  the  prospects 
for  midsize  companies  in  a  world  domi- 
nated by  entertainment  giants — particu- 
larly if  the  Big  Three  TV  networks 
merge  with  major  Hollywood  studios. 
"If  there  are  going  to  be  just  six  global 
players,  you  can  get  banged  around 
pretty  good,"  he  says. 

Yet  the  Viacom  chiefs  say  they're  in 
no  hurry  to  make  a  deal.  Redstone  en- 
joys his  job.  "If  I  could  control  the  com- 
pany after  my  death,  I  would,"  says  the 
66-year-old  former  antitrust  lawyer. 


BIONDI  AND  REDSTONE:  DEREGULATION  MADE  FRANCHISES  GOLDEN,  COSBY  RERUNS  BROUGHT  IN 
MILLIONS,  AND  A  RESTRUCTURED  MTV  SENT  PROFITS  ZOOMING 
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;  more,  the  business  is  doing  well. 
I's  operations  probably  generated 
$369  million  in  cash  flow  on  sales 
1  billion  in  1989  (table,  page  74). 
e  shareholders  could  see  net  earn- 
'  about  $113  million  this  year,  af- 
ing  $189  million  in  1988.  For  now, 
44,  says  he'll  build  the  existing 
ons. 

as  been  years  since  Viacom  has 
e  funds  and  freedom  to  buy  new 
ties.  When  Redstone  bought  the 
ly  in  1987,  he  joked  that  the  only 
I  he  could  order  without  bank  ap- 
was  to  alter  the  pronunciation  of 
ne  from  VEE-ah-com  to  VY-ah-com. 
ver  it  was  called,  the  company 
raise  as  much  money  as  it  could, 
ne's  banks  demanded  $450  million 
■rest  payments  in  the  first  two 
Viacom's  new  owner  quickly  en- 
Biondi,  a  low-key  Harvard  MBA 
n  encyclopedic  knowledge  of  the 
•y  who  was  then  running  Coca- 
o.'s  television  programming  unit. 
:  favored  Biondi  and  Redstone.  A 
Dnths  after  the  leveraged  buyout, 
s  began  to  pour  in  from  TV  sta- 
hat  wanted  to  air  Cosby  reruns. 
1  also  benefited  from  the  latest 
lOom.  When  rates  were  deregulat- 
987,  cable  franchises  began  to  sell 
ggering  sums.  In  February,  1989, 
1  sold  its  properties  in  Long  Is- 
nd  Cleveland  to  Cablevision  Sys- 
brp.  for  $545  million,  or  20  times 
;ash  flow.  Meanwhile,  profits  at 
)le  channels  zoomed  after  the  new 
:ement  restructured  MTV  Net- 
and  hired  a  more  aggressive  ad- 
taff. 

.ITE?  By  September,  1989,  Biondi 
!dstone  had  cut  Viacom's  leverage 
)y  about  40%^ — to  5.5  times  cash 
and  negotiated  more  favorable 
with  the  banks.  Viacom  signed  an 
lent  that  lowers  its  interest  rates 
5  billion  in  debt  and  allows  the 
ny  to  sell  $500  million  in  commer- 
per. 

achievement  leaves  some  enter- 
;nt  executives  unimpressed.  A 
ho  asked  to  remain  unnamed,  say 
'iacom  has  benefited  more  from 
rong  market  for  entertainment 
fom  management  skill.  They  also 
he  company  for  lacking  a  strong 
The  toughest  charges  come  from 
Box  Office  Chief  Executive  Mi- 
J.  Fuchs.  Speaking  of  Biondi, 
says:  "I  know  he  thinks  he's  a 
)w,  but  ask  him  one  thing  that  he 
ilt.  Viacom's  one  of  the  least  cre- 
mtertainment  companies.  They're 
;almakers." 

•esponse,  Biondi  wonders  aloud: 
ive  as  compared  to  whom?"  He 
hat  his  emphasis  on  decentralized 
n-making  helped  to  revive  opera- 
A.nd  he  sees  Viacom's  diversity  as 


TAKE  MY  COMEDY  PROGRAMMING, 
PLEASE 


C 


omedy  is  no  laughing  matter  for 
Time  Warner's  Home  Box  Office 
and  Viacom  Inc.'s  MTV  Net- 


Inc. 


works.  Both  are  spending  millions  to 
offer  cable  subscribers  a  few  yuks  24 
hours  a  day.  HBO  introduced  The  Come- 
dy Channel  on  Nov.  15.  MTV  plans  to 
launch  HA!  The  TV  Comedy  Network  on 
April  Fool's  Day. 

For  now,  the  two  companies  are 
trading  more  punches  than  punch  lines. 
Here's  MTV  CEO  Tom  Freston:  "Since 
the  launch  of  their  network,  we  feel 
immeasurably  better  about  our  own 
prospects."  And  Michael  J.  Fuchs,  CEO 
of  HBO,  says  Viacom's  just  stirring  up 
trouble.  He  doubts  that  hai  will  ever 
make  it  to  the  T\'  screen.  Both  exec- 
utives are  tr>ing  to  sell  their  ser- 
vices to  cable  operators — or  at 
least  keep  franchises  from  carry- 
ing the  competition. 

HBO  and  MTV  both  have  a  lot 
riding  on  comedy.  The  Comedy 
Channel  is  HBO's  first  sortie  into 
ad-supported  cable  programming. 
A  success  in  this  booming  business 
could  help  HBO  make  up  for  the 
sluggish  performance  of  its  pay 
channels,  which  offer  recent 
movies  and  special  produc- 
tions. Meanwhile,  MTV  is  eager  to 
run  a  service  that  appeals  to  a  broad- 
based  audience,  unlike  its  youth-orient- 
ed music  video  channels  or  Nickelode- 
on. Says  Freston:  "We  see  comedy 
being  as  big  and  possibly  bigger  than 
MTV,  in  the  long  run." 
ONE  LAUGH  TRACK?  Cable  Operators 
are  still  sitting  on  the  sidelines.  HBO's 
comedy  service  reaches  only  4.3  million 
cable  subscribers.  The  company  ex- 
pects that  number  to  grow  next  year. 
But  MTV's  Freston  says  he'll  do  better. 
He  claims  HA!  could  start  off  reaching 
more  than  10  million  homes.  Most  of 
his  agreements  with  franchise  owners 
are  rather  tenuous,  though.  They're 
done  with  a  handshake.  Operators 
don't  really  want  to  carry  two  comedy 
services,  and  they  don't  want  to  anger 
HBO  or  MTV — two  of  the  cable  indus- 
try's most  powerful  programmers. 

The  cable  systems  may  not  have  to 
choose.  There's  a  chance  that  HBO  and 
MTV  might  merge  their  comedy  chan- 
nels. Viacom  CEO  Frank  J.  Biondi  Jr. 
says  his  company  approached  Time 
Warner  in  late  August  to  discuss  the 
possibility.  Time  Warner  said  it  would 
talk  only  if  Viacom  agreed  to  negotiate 
a  settlement  to  its  $2.4  billion  antitrust 
suit  against  HBO,  according  to  Biondi. 


The  Viacom  CEO  adds  that  there  are 
now  "high-level  contacts"  between  Via- 
com and  Time  Warner.  HBO's  Fuchs 
acknowledges  that  there  has  been  "a 
little  bit  of  cross  talk"  between  the  two 
companies,  although  Time  Warner 
would  not  confirm  Biondi's  account. 
Still,  when  talking  about  HA!  these 
days,  Biondi  seems  to  be  hedging:  He 
says  that  "hopefully  we'll  be  launching 
HA!  next  year." 

MTV's  Freston  still  is  moving  ahead. 
He's  spending  $45  million  to  acquire 
sitcoms  and  movies  for  HA!  He  recently 


MTV'S  FRESTON:  THE  HA!  CHANNEL  COULD 
BE  BIGGER  THAN  MUSIC  VIDEOS 


signed  deals  to  buy  new  shows  from 
Ron  Howard's  Imagine  Films  Enter- 
tainment, Rob  Reiner's  Castle  Rock 
Entertainment,  and  mtm  Enterprises 
Inc.  Freston  says  HA!  could  lose  $100 
million  over  three  years  before  it 
breaks  even. 

While  HA!  takes  the  sitcom  and  mov- 
ie route,  the  hbo  format  is  following 
the  MTV  path.  The  Comedy  Channel  of- 
fers short  clips  from  movies,  TV  shows, 
and  stand-up  routines,  interspersed 
with  shtick  from  the  young  comics  who 
serv'e  as  hosts.  The  first  weeks  of  pro- 
gramming haven't  left  TV  critics  smil- 
ing. Fuchs  acknowledges  that  The 
Comedy  Channel  still  needs  work. 
"This  is  going  to  be  the  longest  launch 
in  historj-,"  he  says.  "And  these  things 
are  not  cheap."  By  some  estimates, 
hbo  will  spend  about  $40  million  on  the 
channel  in  its  first  year  of  operation. 
And  it  is  very  likely  to  operate  at  a 
loss.  With  numbers  like  those,  comedy 
is  a  serious  business. 

By  David  Lieberman  in  New  York 
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a  strength.  "We're  not  giants  in  any  of 
our  businesses,"  he  says.  "That  means 
we  have  to  be  strong  operators  and 
adept  strategically."  Biondi  adds  that  he 
won't  change  course  unless  he  sees 
some  more  compelling  opportunities. 

It's  no  surprise  that  Fuchs  and  Biondi 
are  about  as  friendly  as  Donald  Regan 
and  Nancy  Reagan.  Fuchs  took  charge 
of  HBO  in  1984,  after  Time  Inc.  fired 
Biondi  from  the  job.  Biondi's  relation- 
ships with  his  former  colleagues  became 
more  strained  when  he  moved  to  Via- 
com. Showtime  and  HBO  are  longtime  ri- 
vals. And  now  Viacom  is  planning  to 
challenge  HBO's  new  service  for  ad-sup- 
ported cable,  The  Comedy  Channel  (page 
73).  The  competition  seemed  to  have  es- 
calated into  a  raging  feud  in  May, 
when  Viacom  accused  Time  of  try- 
ing to  monopolize  the  pay-cable 
business.  Viacom  asked  for  $2.4 
billion  in  damages  in  U.  S.  District 
Court  in  New  York.  Time 
Warner — Time's  new  name  since  it 
took  control  of  Warner  Communi- 
cations Inc. — has  denied  the 
charges. 

POP  APPEAL.  Cable  operators  fear 
that  both  companies  will  make  em- 
barrassing disclosures  in  court 
that  could  encourage  lawmakers 
to  re  regulate  the  industry.  The 
country's  most  powerful  cable  op- 
erator, John  C.  Malone  of  Tele- 
Communications  Inc.  (TCI),  is  lead- 
ing an  effort  to  work  out  a 
settlement  between  Time  Warner 
and  Viacom.  He  has  Biondi's  bless- 
ing. Says  Biondi:  "We're  not  in 
business  to  be  at  war  with  peo- 
ple." Time  Warner  declined  to 
comment. 

Neither  company  can  afford  to 
let  personalities  interfere  with 
business.  .MTV  and  Time  Warner 
need  particularly  strong  ties:  Time 
Warner  has  the  country's  second-biggest 
collection  of  cable  franchises  and  one  of 
the  world's  biggest  rosters  of  pop  stars. 
The  music  connection  can  also  help  both 
companies  overseas.  MTV  broadcasts 
throughout  Western  Europe,  Australia, 
Japan,  and  much  of  Latin  America,  and 
recently  started  serving  Yugoslavia  and 
Hungary.  In  1990,  MTV  hopes  to  expand 
into  Brazil,  Israel,  Poland,  the  Soviet 
Union,  and  New  Zealand. 

Viacom's  cable  channels  have  other 
big  plans  for  the  new  year.  MTV  and 
Nickelodeon  will  probably  spend  over 
$110  milhon  on  new  and  acquired  pro- 
ductions. That  figure  doesn't  include 
tens  of  millions  that  Nickelodeon  will  in- 
vest to  produce  cartoons  featuring  new 
characters.  Says  Tom  Freston,  CEO  of 
MTV  Networks:  "Nickelodeon  needs  its 
own  mouse."  Nickelodeon's  characters 


could  easily  start  appearing  in  a  mag; 
zine  and  on  a  record  label  that  the  ch: 
dren's  channel  plans  to  introduce  th 
year.  Viacom  may  also  form  in-hou^ 
movie  studios  for  MTV  and  Nickelodeoi 
The  company  could  run  the  productii 
operations  for  MTV  and  Nickeloden 
much  as  it  runs  Viacom  Pictures.  Tl 
new  film  unit  will  produce  about  10  fe; 
ture  films  next  year — at  about  $4  millit 
a  picture.  The  movies  will  appear  fir; 
on  Showtime.  After  that,  Viacom  wi 
distribute  the  pictures  overseas  to  th^ 
aters  and  videocassette  retailers. 

The  new  movies  should  help  Sho\ 
time — which  needs  all  the  assistance 
can  get.  With  more  than  1 
million  subscribers,  Sho\ 

 ^ 


VIACOM'S  HIT  PARADE 


Revenues  in  millions* 

1988 

1989 

CABIE  NETWORKS 

SHOWTIME 

$421 

$475 

MTV 

124 

167 

NICKELODEON 

88 

113 

CABLE  SYSTEMS 

330 

304 

TV  SHOWS 

LIBRARY 

75 

85 

NETWORK  PRODUCTIONS 

32 

113 

COSBY  SHOW  KRmS 

45 

52 

TV  STATIONS 

90 

90 

RADIO  STATIONS 

51 

57 

ADVERTISING  DISTRIBUTION 

9 

10 

INTRACOMPANY  SALES 

-20 

-20 

TOTAL 

$1,245 

$1,446 

*Showtimc  figure  includes  The  Movie  Channel.  MTV  includes  VH-1 . 
Cable  systems  results  reflect  Februarv,  1989,  sale  of  Long  Island 
and  Cleveland  franchises 

DATA:  COMPANY  REPORTS,  BW  ESTIMATES 


time  and  The  Movie  Channel  reach  le: 
than  half  as  many  homes  as  their  con 
petitors,  HBO  and  Cinemax.  Showtime 
prospects  improved  in  October,  when  T( 
agreed  to  spend  $225  million  for  50%  c 
Viacom's  pay-cable  services.  The  mone 
helped,  but  Viacom  executives  say  the 
were  more  interested  in  forging  the  all 
ance  with  Malone.  Viacom  hopes  th 
deal  will  give  TCi  a  greater  incentive  t 
sell  its  6  million  subscribers  on  ShoV 
time's  virtues. 

Time  Warner  was  none  too  happ 
about  the  Viacom-TCl  deal,  but  th; 
doesn't  bother  Biondi  and  Redstone.  Th 
Viacom  chiefs  are  ready  to  deal  wii 
just  about  anyone — even  their  adversa; 
ies  at  Time  Warner.  Biondi  and  Rei 
stone  know  they  won't  be  able  to  chang 
the  entertainment  world  unless  they  tea 
down  a  few  walls  of  their  own. 

By  David  Lieberrnan  in  New  Yo7 
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The  Orisinator 

At  Brother,  technolosy  must  do  more  than  improve  a  product's  performance. 

It  must  make  the  product  more  accessible,  easier  to  use  and  affordable. 

Take  our  CC5500  full-color  copier  Not  only  does  it  produce  incredibly  crisp 
imases  copy  after  copy  it  does  so  without  messy  toners,  chemicals  or  ribbons. 

That  attention  to  basic  user  needs  influences  everything  vye  make.  Laser  print- 
ers, fax  machines  and  electronic  typewriters  for  the  office.  Sewing  machines  and 
precision  machine  tools  for  industr/.  Hi-speed  ovens,  knitting  machines,  sewing 
machines  and  appliances  for  the  home. 

At  Brother,  the  standard  is  simple.  It's  not  breakthrough  technology  unless 
you're  getting  the  break. 

To  see  this  standard  in  action,  call  Brother  International  Corp.  1  -800-556-5100, 

Ext.  124. 


BROTHER  INDUSTRIES,  LTD.  Nagoya,  Japan 
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BECKER  AT  THE  MASTERS:  NOW  PLAYERS  WILL  PLAY  FEWER  TOURNAMENTS— FOR  BIGGER  PRIZES 


A  NET  GAIN 

FOR  MEN'S  TENNIS? 


The  new  pro  group  faces  stiff  competition'and  lacks  a  sponsor 


O! 


n  Dec.  3,  the  same  day  Stefan 
Edberg  defeated  Boris  Becker  at 
the  Nabisco  Masters  in  New 
York's  Madison  Square  Garden,  an  era 
came  to  an  end.  The  governance  of 
men's  tennis  passed  from  the  Men's  Ten- 
nis Council,  which  had  a  long  history  of 
alienating  the  players,  to  the  Association 
of  Tennis  Professionals. 

So  far,  so  good.  Players  are  pleased 
with  the  .XTP  schedule,  which  reduces  the 
number  of  major  tournaments  from  28 
to  21.  And  they'll  get  more  money  for 
playing  less.  By  squeezing  better  deals 
out  of  sponsors  for  the  remaining  tour- 
naments, the  ATP  will  hike  total  prize 
money  next  season  some  457'\  from 
$28.5  million  to  $40.5  million. 

There  are  hitches,  though.  The 
ATP  has  yet  to  sign  an  umbrella 
sponsor  to  replace  Nabisco  Brands 
Inc.,  though  it  is  assured  an  $8  mil- 
lion payment  next  year,  up  from 
Nabisco's  $:15  million  (table).  And 
the  biggest  hitch  of  all  may  be  the 
International  Tennis  Federation, 
which  controls  the  Davis  Cup 
matches  and  is  scheduling  a  year- 
end  tournament  that  may  compete 
with  the  ATP's  showcase  event. 

A  new  order  in  men's  tennis 
seemed  inevitable.  The  ATP's  mem- 
bers, the  100  top-ranked  p'ayers  in 
the  world,  had  long  argued  for 


more  control  of  their  destiny  before  set- 
ting their  new  course  in  mid-1987.  Player 
representatives  had  three  votes  in  the 
nine-man  Men's  Tennis  Council.  At  the 
ATP,  they  and  tournament  directors  have 
three  apiece — with  the  association's 
chief  executive  casting  the  deciding  vote 
in  a  tie.  It's  an  improvement  on  the  .MTC, 
says  ATP  Chief  Executive  Hamilton  Jor- 
dan, former  chief  of  staff  in  the  Carter 
Administration.  "The  United  Nations 
works  better  than  the  MTC  did,  and  the 
U.  N.  doesn't  work  very  well." 
FAN  SUPPORT.  Still,  whether  the  .ATP  will 
work  any  better  is  debatable.  When  Jor- 
dan announced  the  ATP's  plans  last  year, 
he  promised  he  would  push  for  aggres- 
sive marketing.  He  turned  to  Interna- 


HOW  TENNIS  PROS 
SWEETENED  THEIR  POT 


Millions  of  dollors 

Revenues  earned  by 
governing  body  of  men's  tennis 

Tennis  Council 
1989 

Players'  Assn. 
1990 

FROM  A  CORPORATE  SPONSOR 

$3.5 

$8.0* 

FROM  U.S.  TV 

0 

1.2 

FROM  INTERNATIONAL  TV 

0 

4.0 

FROM  CHAMPIONSHIP  FINALS 

1.5 

4.5 

TOTAL 

$5.0 

$17.7 

^Sponsor  not  yet  signed.  Amount  guoronteed  by  association's  ogent 
DATA;  ASSOCIATION  OF  TENNIS  PROFESSIONALS 

tional  Management  Group,  the  Cleve- 
land-based sports  marketing  company, 
to  find  the  umbrella  corporate  sponsor. 
Jordan  and  IMG  have  been  looking  for  a  | 
three-year  deal — with  the  first  year's 
million  guaranteed  out  of  IMG's  pocket  if  1 
necessary.  In  1991,  the  price  would  jump 
to  $9  million  and  then  to  $10  milliion  in 
'92.  IMG  now  thinks  it  may  have  been 
demanding  too  much  and  doesn't  rule 
out  lowering  the  asking  price.  "Nothing 
is  cast  in  stone,"  says  IMG  senior  corpo- 
rate Vice-President  Robert  D.  Kain. 

Jordan  says  finding  a  sponsor  is  hard 
primarily  because  the  ATP  tour  is  an  un- 
known quantity.  He  has  made  things 
harder  by  moving  the  final  champion- 
ship, the  equivalent  of  the  Nabisco  Mas- 
ters, to  Frankfurt — because  he  believes 
the  real  growth  of  fan  support  is  in  Eu- 
rope. He  got  more  from  international  TV  | 
rights  than  he  did  domestically,  for  ex- 
ample. But  the  high  price  and  interna- 
tional itinerary  mean  the  new  sponsor  I 
will  have  to  be  a  deep-pocketed  multina-| 
tional.  IBM,  which  says  it  is  studying  the  [ 
deal,  is  the  key  prospect. 
VACATION  DAYS.  The  players  seem  con- 
tent, though — at  least  for  now.  In  addi- 1 
tion  to  the  bigger  prize  money,  the  ATP 
will  grant  players  more  time  off — some- 
thing they  have  long  wanted.  Starting 
next  year,  there  will  be  a  two-month  hia- 
tus from  mid-November  to  mid-January.  I 
In  return,  the  players  will  have  to  be- 
come more  reliable.  They  have  a  history  i 
of  backing  out  of  commitments  to  tour- 
naments, where  an  early  loss  could 
mean  no  pay,  in  favor  of  an  exhibition 
match  that  pays  them  just  to  show  up. 
This  infuriates  tournament  directors  and  I 
sponsors,  who  hope  that  the  easier 
schedule  and  higher  pay  will  improve  | 
players'  attitudes.  "Guys  need  to  realize 
they  aren't  playing  for  the  Tennis  Coun-  j 
cil  or  anyone  else,"  says  Brad  Gilbert, 
who  is  ranked  sixth  in  the  worid.  "We're 
playing  for  ourselves  now." 

Because  the  ATP  does  not  control  the 
whole  world  of  professional  tennis,  there 
is  a  distinct  possibility  for  conflict  next 
year.  The  ITF  is  scheduling  a  new 
tournament,  the  Grand  Slam  Cup, 
which  could  conflict  with  the  ATP 
Finals  in  Frankfurt.  The  Grand 
Slam  would  come  just  weeks  after 
the  ATP  Finals.  What's  more,  it 
would  offer  a  total  purse  of  $6  mil- 
lion, some  three  times  more  than 
the  Finals.  If  megabucks  like  that 
prompt  the  players  to  pass  up  the 
ATP  Finals,  the  organization's 
promising  new  tour  could  quickly 
come  unglued. 

By  Antonio  N.  Fins  in  Ponte  Ve- 
dra,  Fla.,  with  Stephen  Phillips  in 
Cleveland 
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SPORTS  BUSINES? 


How  WOULD  YOUR  PET  SITTER 

Pamper  your  pet? 


What  would  your 
Contractor  do? 


tENEURSI 


fENTOR,  TEACHER,  ECONOMIST 
D  THAT'S  JUST  FOR  STARTERS 


le  Hatsopoulos'  innovative  company,  Thermo  Electron,  is  cashing  in  on  offbeat  research 


n  as  a  child,  Thermo  Electron 
lairman  George  N.  Hatsopoulos 
IS  brimming  with  ideas.  At  age  7, 
'atched  his  mother  use  the  stove 
n  her  iron,  he  realized  that  elec- 
lould  keep  it  at  a  constant  tem- 
e.  It  was  an  exhilarating  mo- 
antil  he  discovered  that  someone 
id  invented  the  electric 
years  earlier.  Recalls  his 
f  brother,  John  H.  Hatso- 
"It  was  one  of  his  big- 
lappointments." 
Dig  enough  to  slow  him 
;hough.  Hatsopoulos,  62, 
pinning  out  ideas — an  ex- 
ightly  frenetic  stream  of 
,  inventions,  and  solu- 
at  mark  him  as  an  unusu- 
l  of  executive.  In  addition 
ning  Thermo  Electron 
I  collection  of  technology 
ses  based  in  Waltham, 
le  is  an  academic  who  has 
)neering  work  on  how  the 
capital  hamstrings  Ameri- 
ipanies.  He  also  teaches 
isional  engineering  class 
sachusetts  Institute  of 
ogy.  And  he's  a  born 
ier  with  a  bulging  Rolo- 
)olitical  connections.  "If  a 
I  40  hours,"  he  sighs,  "I 
y  could  do  more." 
.  That  restless  drive  is 
luilt  Thermo  Electron, 
n  businesses  altogether, 
npany  is  built  on  ideas 

decades  ago — rehashed, 
d,  and  reborn  as  artificial 
amps,  pollution-treatment 
i,  and  other  useful  tech- 
;.  Financial  results  came 
but  Hatsopoulos'  bets  are 

off.  Revenues  jumped 

1988,  to  $501  million,  and 
icted  to  rise  an  additional 

1989.  Profits  should  also 
r  20%,  to  $24  million.  The 
vhich  traded  at  20%  in 
•,  is  up  to  3178. 
asy  to  see  where  Hatso- 
got  his  many  interests: 
her's  side  of  the  family 
.eked  with  engineering 


professors,  his  mother's  with  politicians. 
He  grew  up  in  a  well-to-do  area  outside 
of  Athens,  Greece,  with  a  basement  lab- 
oratory of  his  own,  and  he  later  won  a 
scholarship  to  study  at  MIT,  where  his 
academic  brilliance  earned  him  a  bride 
as  well  as  a  doctorate.  Recalls  his  wife. 
Daphne,  then  an  undergraduate  in  math- 


RAISING  CAPITAL;  A  NOVEL  APPROACH 

Thermo  Electron  has  raised  $58.3  million  in  recent  years 
by  selling  stakes  in  subsidiaries  to  the  public.  Examples: 

THERMEDICS  Sales  $25  million;  65%-owned  Medical  de- 
vices; drug  and  bomb  detectors.  Recendy  sold  to  public  a 
stake  in  its  heart  product  unit,  Thermo  Cardiosystems 

THERMO  ENVIRONMENTAL  Sales  $52  million;  85%-oumed 
Consulting  and  engineering.  Plans  to  merge  with 
TheiTno  Instrument 

THERMO  INSTRUMENT  SYSTEMS  Sales  $102  million;  86%- 
owned  Instruments  analyze  pollution,  nuclear  radiation 


THERMO  PROCESS  SYSTEMS  Sales  $44  million;  89'%^owned 
Systems  to  burn  hazardous  wastes;  heat-treating  metal 


ematics  at  Wellesley  College:  "He  knew 
about  transfinite  numbers.  I  was  im- 
pressed." In  1956,  the  year  he  became  an 
assistant  professor  of  engineering  at 
MIT,  he  started  Thermo  Electron  with 
$50,000  borrowed  from  a  rich  friend. 

That  year,  he  built  a  thermionic  con- 
verter— a  pioneering  device  that  turns 
heat  directly  into  electrons,  thus 
creating  a  very  efficient  source 
of  electric  power.  The  break- 
through was  never  commercial- 
ized, but  it  established  the  basis 
for  much  of  Thermo's  successes 
in  the  next  three  decades,  includ- 
ing a  battery-operated  pump  for 
heart  patients  and  a  process  that 
liurns  hazardous  wastes  from 
polluted  soil. 

ABLE  EAR.  Hatsopoulos  lets  oth- 
ers do  the  lab  work  now,  while 
he  maps  broad  directions  for  the 
company.  These  days,  he's  wor- 
ried about  acid  rain,  the  coming 
electricity  shortage,  and  cleaning 
up  the  nation's  nuclear  facilities. 
A  slight,  energetic  figure,  Hatso- 
poulos roams  Thermo's  halls,  ci- 
gar in  hand,  to  chat  with  scien- 
tists and  managers.  Says  Walter 
J.  Bornhorst,  a  senior  vice-presi- 
dent: "I  wouldn't  do  anything 
without  talking  to  George." 

But  Hatsopoulos  tries  to  avoid 
getting  in  the  way,  encouraging 
creativity  by  creating  autonomy. 
Since  1983,  he  has  spun  off  five 
subsidiaries  into  publicly  held 
companies.  The  strategy,  devised 
by  brother  John,  who  serves  as 
chief  financial  officer,  has  two 
goals.  It  raises  capital — $58.3 
million  so  far — and  stimulates 
entrepreneurial  spirit. 

From  1983  until  recently,  most 
of  Thermo's  profits  came  from 
the  gains  realized  from  its  public 
offerings.  Healthy  research  bud- 
gets made  for  lots  of  invention 
but  thin  operating  cash  flow.  So, 
Thermo  sold  assets  and  shut 
down  odd  businesses.  Now,  some 
long-term  research  is  bearing 
fruit:  Based  on  the  potential  for 
its  handheld  bomb  and  drug  de- 


DATA:  THERMO  ELEaRON  CORP. 
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Sir  Isaac  Newton  ex 
builds  in  America  hi 


''An  object  moving  in  a  straight  li 


unless  acted  upon  by  an  outsi 


In  an  accident,  your  car  stops  mo\ing  but  you  don't.  That's  wty    sensors  inflate  the  air  bag  to  cushion  your  head  and  chesL  ft 
Chrysler's  driver  side  air  bag  is  one  of  the  most  valuable  pieces  of     in  50  milliseconds,  about  half  the  time  it  takes  to  blink  your  e\c 
equipment  you  can  own  When  the  dri\mg  situation  demands  it,       then  quickly  deflates.  It's  actually  that  simpla 


iswhyeveiycarClirysler 
nairB^standaitl. 


ontinue  to  move  in  a  straight  line, 


^^-Hmtoni  first  law  OfUotion. 


CHRYSLER 

air  bag  and  lap-shoulder  belt  safety  system  is  your        In  fact,  Chrysler  has  built  more  cars      IMr  MOTORS 
protection  against  injury  on  the  road.  And  it's  in  every     with  air  bags  than  all  other  U. S.    chr^ler  plymouth-dodge 
r  Chrysler  Motors  Corporation  builds  in  the  U.  S.         car  makers  combined.  dodge  trucks  •  jeer  •  eagle 


PRESERVATION 

PLAN  ON  IT 


BELLE  GRCVE  MIDDLETCWN  VA  A  NATIONAL  TRUST  PROPERTY 


Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 
Make  preservation  a  blueprint  for  the  future. 

National  Trast  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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lectors,  among  other  products,  Dre 
Burnham  Lambert  Inc.  predicts  t 
Thermo's  cash  flow  per  share  will  rej 
$2.50  in  1990,  from  98$  in  1987. 

Hatsopoulos  spends  much  of  his  f 
time  contemplating  economics,  a  pass 
for  the  past  eight  years.  He  was  amc 
the  first  to  crusade  against  Americ 
relatively  high  cost  of  capital.  By 
estimate,  Japanese  companies  can  aff< 
to  wait  four  times  as  long  for  their 
vestments  to  pay  off  as  can  their  Ami 
can  counterparts. 

His  newest  complaint:  Low  savii 
and  overconsumption  by  Americans, 
says,  are  forcing  a  decline  in  the  natio 
standard  of  living.  In  academic  paj) 
and  in  dozens  of  Capitol  Hil!  offices, 
has  lobbied  for  equal  ta.x  treatment 
corporate  debt  and  equity  and  the  c 
ation  of  a  high-yield  savings  bond  to 
large  the  pool  of  capital  available  i 
investment.  He  also  pays  "nominal"  f 
from  his  company's  coffers  to  attr^ 
research  collaboration  from  star  eco 
mists  such  as  Lawrence  H.  Summers; 
Harvard  University  and  Paul  R.  Kr 
man  of  MIT. 

Economists  are  divided  over  Hat 
poulos'  work.  Some  say  his  quantitat 
methods  are  innovative  and  his  ar' 
ments  sophisticated.  But  his  conclusih 
aren't  universally  accepted.  Northw^ 
em  University's  Robert  Eisner  arg' 
that  artificial  incentives  won't  do  nn 
to  spur  savings.  "Private  investmi, 
should  be  left  alone,"  he  says,  to ! 
guided  by  market  forces. 
IMPORTANT  FRIENDS.  Business  lead*, 
however,  have  embraced  Hatsopou- 
"I  don't  think  any  economist  in  Amei 
has  stated  those  arguments  more  cc 
pellingly,"  says  Arthur  Levitt  Jr.,  chi 
man  of  the  American  Business  Con  r 
ence,  a  group  of  small  and  medium-; 
businesses.  Hatsopoulos  has  also  mi 
such  important  political  friends  as  J< 
H.  Sununu,  whom  he  once  taught  ti 
modynamics.  He  chats  regularly  v 
the  President's  chief  of  staff  as  well' 
with  budget  chief  Richard  G.  Darni; 
But  friends  in  high  places  haven't  ex.; 
ly  propelled  his  economic  recommeiTc 
tions  into  policy.  Hatsopoulos  says  th 
because  politicians  are  afraid  to  a& 
short-term  risks  in  the  service  of  L 
term  gains. 

He  doesn't  let  it  get  him  down.  A; 
all,  Hatsopoulos  has  his  own  ship  to 
He  talks  of  building  Thermo  in 
multibillion-dollar  company  by  the 
2000,  made  up  of  perhaps  two  di 
public  subsidiaries.  By  then,  he  s 
he'll  be  looking  for  a  successor — j 
thinking  up  ways  to  keep  his  "perpe 
idea  machine"  going  without  him. 
By  Keith  H.  Hammonds  in  Walt 

Mass. 


HOUDAY  TRAVELERS! 
PUP  OVER  YOUR  CASH  CARDS! 


You  could  have  the  gift  of  cash. 

At  more  than  30,000  Plus  System® 
ish  machines  around  the  world. 

Cash  for  travel,  shopping,  anything. 
I  over  5,500  big  cities  and  small  towns 
TOSS  the  U.S.  and  Canada.  And  in  a 
-owing  number  of  places  in  Europe,  the 
ir  East,  South  America  and  the 
aribbean. 

There's  even  one  in  North  Pole  Alaska. 
)  find  any  Plus  ATM  in  the  U.S.  just  call 


l-80p-THE-PLUS. 

♦  So,  flip  over  your  cash  card.  If  you  see 
a  Plus  System  logo,  you're  all  set.  If  you 
don't,  hop  in  your  sled  and  fly  to  a  finan- 
cial institution  that  can  give  you  one. 

WE  MAKE  Wl^^ 

YOUR  CASH  CARD  W  \ 

WORTH      L  IdlIBi 

FUPPINGOVER.  ^^Si 


"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality' 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Dataprol/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice'' 
"The  lab's  ever-skeptical  technicians  were  impressed 
with  its  (the  NP1215)  performance" 

-Buyer's  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier,] 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


veloDments  to  Watc 


BY  NAOMI  FREUNDLICH 

BUSES  THAT  DON'T 
V  NOXIOUS  FUMES? 


The  soot,  stench,  and 
noise  spewing  from 
the  tail  pipes  of  diesel 
delivery  trucks  and 
buses  is  an  all-too-fa- 
miliar blight  in  urban 
areas.  Engineers  at  the 
heavy  vehicles  division 
of  Volvo  in  Sweden 
have  developed  a  solu- 
tion: the  ceramic  City 
filter,  which  replaces 
the  muffler  on  diesel 
engines.  As  exhaust 
gases  pass  through  the 
filter,  which  is  coated 
catalytic  covering,  the  device  removes  50%  to  60%  of 
irbon  and  carbon  monoxide  emissions.  It  also  traps  80% 
soot  and  mulfles  noise — all  without  reducing  the  vehi- 
»wer  or  fuel  economy. 

:e  today's  catalytic  converters,  the  catalytic  filter  needs 
it  maintenance.  A  dashboard  light  signals  when  the 
eeds  cleaning,  usually  after  about  220  miles.  Cleaning  is 
y  a  built-in  electric  coil  that  burns  off  the  soot — just 
into  a  wall  socket.  This  three-hour  operation  can  be 
doors  because  the  fumes  given  off  are  no  more  harmful 
ling  the  engine  for  less  than  a  minute.  The  City  filter, 
:osts  $4,700,  has  a  service  life  of  190,000  miles  and  is 
ing  tested  on  city  buses  in  Stockholm  and  Copenhagen. 


lORTCUT  ON  THE  ANTIBODY 
DUCTION  LINE 


noclonal  antibodies  are  the  workhorses  of  biology  and 
ledicine.  Because  each  antibody  binds  to  only  a  specific 
le,  monoclonals  are  used  to  purify  rare  substances, 
t  genes,  and  diagnose  disease.  But  producing  them  is 
us — and  it's  hard  to  make  human  antibodies. 

major  technical  advance,  scientists  at  the  Research 
te  of  Scripps  Clinic  have  developed  a  technique  that  is 
ds  of  times  faster  than  the  old  method — and  is  much 
ersatile.  Instead  of  relying  on  animal  cells  to  make  the 
ices,  the  scientists  begin  with  actual  antibody  genes, 
plice  the  genes  onto  a  virus  and  infect  bacteria  with  the 
rhe  bacteria  then  produce  the  antibodies  coded  for  by 
nes.  Being  able  to  make  millions  of  different  kinds  of 
lies  easily,  says  William  D.  Huse,  a  member  of  the 
;h  team,  "will  give  a  much  better  window  on  how  they 
n." 


»  MACHINES  WOULD  MAKE 
ERCOMPUTERS  lOOK  SLOW 


,Ops.  That's  computerese  for  trillions  of  operations  per 
ond.  And  that's  roughly  1,000  times  faster  than  the 
>t  computer  ever  built.  Next  to  such  a  beast,  the  biggest 
omputer  from  Cray  Research  Inc.  would  seem  like  a 
calculator.  Fed  a  horrendously  complex  problem  that 
take  six  weeks  for  a  Cray  to  solve,  a  TeraOps  machine 
spit  out  the  answer  in  one  hour. 


The  Defense  Advanced  Research  Projects  Agency  has  been 
dreaming  about  a  TeraOps  computer  for  years.  Now,  it's 
closer.  To  help  build  a  prototype,  darpa  has  awarded  a  $12 
million  contract  to  Thinking  Machines  Corp.  in  Cambridge, 
Mass.  DARPA  early  this  year  also  handed  $7.5  million  to  Intel 
Corp.  for  a  similar  system.  Both  companies  will  build  scaled-up 
models  of  current  "massively  parallel"  computers:  Thousands 
of  interconnected  processors  will  attack  a  problem  in  swarms. 

By  some  estimates,  the  next  step — to  machines  that  can  do 
double-digit  TeraOps — will  unleash  computers  that  match  the 
human  brain  in  thinking  power.  The  first  prototypes  of  such 
thinking  machines  could  arrive  within  a  decade. 


BUILDING  A  NEW  LIVER 
AROUND  A  PLASTIC  'SCAFFOLD' 


In  a  highly  publicized  operation  last  month,  surgeons  trans- 
planted a  piece  of  a  mother's  liver  to  try  to  save  her  dying 
child.  But  this  procedure  doesn't  guarantee  success.  The  blood 
vessels  of  the  donor  organ  must  knit  with  those  of  the  recipi- 
ent for  the  transplant  to  take.  To  help  that  happen,  a  research 
team  at  Massachusetts  Institute  of  Technology  and  Children's 
Hospital  in  Boston  is  testing  a  bioabsorbable  plastic  "scaffold" 
that  will  support  donor  cells  until  they  become  threaded  with 
the  recipient's  blood  vessels. 

The  researchers  take  a  donor's  liver  cells  and  seed  them  in 
an  orderly  fashion  on  a  flat,  fibrous  lattice  that  is  six  inches 
square.  Then,  doctors  implant  the  lattice  into  the  recipient's 
body.  After  six  weeks,  when  the  liver  culture  is  well-estab- 
lished, the  lattice  breaks  down  and  disappears,  much  like  the 
plastics  currently  used  for  sutures.  If  successful,  this  proce- 
dure could  simplify  liver  transplants  and  dramatically  lower 
their  cost,  says  Evan  Jones,  president  of  Neomorphics  Inc.,  a 
biomedical  startup  sponsoring  the  research.  In  addition,  the 
technique,  now  being  tested  on  animals,  may  be  useful  for 
cartilage  replacement  and  intestinal  injuries. 


A  SAFER  SOFA 

FOR  COUCH  POTATOES 


It's  hard  to  believe 
that  something  as  in- 
nocuous as  a  couch 
cushion  can  be  danger- 
ous. But  much  uphol- 
stered furniture  is 
stuffed  with  polyure- 
thane  foam.  When  it 
catches  fire,  it  emits 
noxious  gases — and 
most  deaths  related  to 
fire  are  caused  by  the 
inhalation  of  smoke 
and  toxic  fumes. 

But  researchers  at 
the  National  Institute 
of  Standards  &  Technology  (NIST)  say  they  can  make  those 
cushions  safer.  By  treating  polyurethane  foam  with  as  little  as 
0.1%  by  weight  of  copper,  the  toxicity  of  burning  foam  can  be 
greatly  reduced.  The  copper  acts  as  a  catalyst,  changing  hy- 
drogen cyanide  (HCN),  a  deadly  gas  produced  during  combus- 
tion, into  relatively  benign  gases  such  as  carbon  dioxide  and 
nitrogen  oxides.  By  mixing  copper  with  polyurethane  foam, 
the  researchers  reduced  HCN  by  40%.  The  metal  is  added  in 
such  small  amounts  that  it  shouldn't  increase  costs  significant- 
ly, says  NIST  toxicologist  Barbara  C.  Levin. 
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Free-for-AU  at  your  IBM  dealer. 


'"No  payments 
till  next  year! 


HowVe  you  going  to  do  it? 


V»ur  IBM  dealer  is  now  ollerinc;  over  $500  worth  of  iree  software,  a  big  rebate,  delayed 
p;iynifiit>  and  instant  credit.  All  in  time  for  liolidav  gilt-givinjj;.  If  von  liki'  a  good 
•Fr-'-e-lor-Ali:"  s.".-  your  IBM  deal.-r.  October  1.  198^  to  January  I5.'|*^»»U. 

Free  software  for  work  or  play.  Buy  an  IBM  Personal  Systeni/:2'  Moile!  25. 
M(Klel  30.  Model  30  286.  Model  50  Z  or  Model  55  SX  and  DOS  or  08/2;  and  your  free 
software  kit  includes:  Andrew  Tobias"  Managing  }our  Money '  and  Tax  Cut.'"  to  lielp 
with  your  business  and  personal  finances:  King's  Quesl  li  '  and  Hovle's  Book  oj  Game: 
for  hours  of  entertainment;  and  Microsoft '  If  arks,  the  all-in-one  word  processing, 
spreadsheet,  data  base  and  communications  tool  for  home  use  or  to  help  you  run  a 
growing  business. 

A  generous  rebate.  Buy  the  PS/2'  Model  55  SX  and 

DOS  or  OS/2,  and  vou  ll  have  the  power  ot  386  SX'"  technologv 
right  at  vf>ur  tingertips.  all  that  tree  software — plus  a  $200 
rebate  tucked  awav  in  vour  pocket. 

Instant  credit.  You  can  buy  your  PS/2  with 
your  own  credit  card.  The  IBM  Credit  Corporation 
card  provides  in.stant  credit  to  all  qualified  buyers. 

No  payments  until  February  1990. 

With  IBM  s  instant  credit  card,  you  can  Wcdk 
out  with  vour  PS/2,  and  walk  away  from 
payments  until  next  year.  For  the  name  ot  the 
nearest  IBM  Authorized  Dealer  yvith  the"Free-for-AII 
deals,  call  I  800  IBM-2468.  ext.  1^2. 


IBM,  Personal  System/2,  PS/2  and  OS/2  are  registefe<j  irademarks  o(  IBM  Corporation  Microsoft  is  a  registered  trademark,  of  Microsoft  Corporation  Managing  Your  Money  is  a  registered  trademark  and  Tax  Cut  is  a  trademark 

of  MECA  Ventures  Inc  Kings  Quest  is  a  registered  iradpmark  of  Sierra  On-Lme  Inc  Hoyle  is  a  trademark  used  under  license  from  Hoyie  Prodoas  a  division  of  Brown  &  Bigelow.  inc  386  SX  is  a  trademark  of  Intel  c  IBM  Corp.  198'. 


INEER'S  PIONEERING 
FINALLY  PAYING  OFF 


ier-disk  players  are  hot  items — a  decade  after  being  launched 


anding  at  the  mike  in  a  private 
lub  at  the  Toliyo  headquarters  of 
*ioneer  Electronic  Corp.,  Presi- 
;iya  Matsumoto  croons  the  Japa- 
ords  of  a  popular  ballad:  "Our 
hour,  we  take  flight;  our  laugh- 
of  hope,  our  hope  full  of  youth." 
while,  a  Pioneer  LaserDisc  play- 
ds  the  lyrics  with  nature  scenes 
olor  TV  monitor  behind  the  bar. 
ig  is  bittersweet,  but  Matsumoto 
ely  contain  his  joy:  Brisk  sales  of 
•'s  LaserDisc  video  players  and 
3roducts  should  make  this  the 
ly's  most  profitable  year  ever. 
;er  has  been  crusading  for  laser 
sk  players  for  a  decade.  Like 
t  disk  players,  the  system.s  use 
diodes  to  read  a  laser  beam 
i  off  the  surface  of  a  metal-coat- 
;.  The  technology  offers  better- 
pictures  and  sound  than  vcRs. 
;osts  more,  can't  record,  and  suf- 
rom  the  stigma  of  RCA  Corp.'s 
3  attempt  to  launch  a  different 
disk  player  almost  a  decade  ago. 
'  COMBO.  Now,  though.  Pioneer's 
;ive  pricing  and  marketing — plus 
2cess  of  CD  players — have  con- 
many  consumers  that  there  is 
n  the  shelf  for  laser  video.  In 
ioneer  pushed  prices  in  Japan  be- 
)0  and  rolled  out  a  combination 
at  plays  any  size  videodisk — and 
t  audio  disks,  too.  Pioneer  sold 
iecks  in  just  four  months. 
•  prices  also  dropped  in  the  U.  S., 
than  $500  for  a  low-end  combina- 
lyer,  sales  took  off.  By  yearend, 
ipany  hopes  to  have  sold  120,000 
in  the  U.  S.  "Pioneer  bet  the 
n  laser,"  says  Barrel  Whitten, 
isident  of  Prudential-Bache  Secu- 
td.  in  Tokyo, 
ipating  big  success 
big  American  mar- 
oneer  doubled  pro- 
of disks,  to  600,000 
1  at  its  plant  in  Car- 
lif.  It  also  has  room 
;arby  facility  to  in- 
monthly  capacity  to 
3n  disks  by  1993. 
!ar,  it  has  stamped 
K  titles  onto  disks, 
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bringing  the  total  to  3,000  (chart).  Near- 
ly all  disks,  even  newly  released  block- 
buster movies,  are  priced  below  $30. 

That  may  spur  more  consumers  to 
build  libraries  of  the  high-quality  video- 
disks.  "We're  starting  to  see  movies — 
tape  or  disk — priced  to  sell  rather  than 
rent,"  says  Warren  N.  Lieberfarb,  presi- 
dent of  Warner  Home  Video  Inc.  in  Bur- 
bank,  Calif.  "And  when  the  public  gets 


is  tackling  the  esoteric  domain  of  blue 
lasers,  in  which  beams  of  light  are  fo- 
cused down  to  a  breathtaking  400  nano- 
meters— one-half  the  focus  size  of  the 
lasers  now  used  in  disk  players.  "At 
those  dimensions,"  says  Senior  Manag- 
ing Director  Teruhiko  Isobe,  "you  could 
squeeze  a  full-length  movie  onto  a  single 
compact  disk."  Right  now,  that  takes  at 
least  one  12-inch  disk. 
WILD  CARDS.  The  trouble  is,  every  other 
electronics  giant  is  pushing  ahead  in  la- 
ser gadgetry,  too.  Sony  Corp.,  Hitachi 
Ltd.,  and  more  than  30  others  have  la- 
ser-disk players  on  the  market.  So  far, 
none  is  as  aggressive  as  Pioneer.  But 
some  hold  wild  cards  that  Pioneer — a 
smaller,  $3  billion  company  that  is  fam- 
ily-run— can't  hope  to  match.  This  fall's 
purchase  of  Columbia  Pictures  Enter- 
tainment Inc.  gives  Sony  immense  lever- 
age in  calling  the  tune  on  release  dates 


MATSUMOTO  AT  A  KARAOKE  CLUB:  PRICE  CUTS  AND  MORE  TITLES  ON  DISK  ARE  DOING  THE  TRICK 


DISKS  A-POPPIN 


30 
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LASER-DISK 

MOVIE  TITLES 

IN  THE  U.S. 

1               1  1 
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into  a  buying  mode,  they'll  start  looking 
for  a  better  carrier  than  videotape." 

Pioneer  is  also  pushing  forward  on  the 
technology  front.  In  October,  the  compa- 
ny spent  $200  million  to  buy  DiscoVision 
Associates  in  Costa  Mesa,  Calif.,  an  IBM- 
MCA  Inc.  joint  venture  that  holds  key 
patents  in  optical-disk  recording  technol- 
ogy. Working  with  Japanese  long-dis- 
tance carrier  KDD  Corp., 
Pioneer  developed  a  rewrit- 
able optical  disk  for  broad- 
casters. Like  consumer  la- 
ser disks,  it  combines  color 
images  in  analog  form 
with  digital  audio.  But  Pio- 
neer says  it  will  be  years 
before  rewritable  players 
go  into  homes. 

To  pack  more  informa- 
tion onto  the  disks.  Pioneer 


on. 


and  prices  of  any  Columbia  software  on 
disk.  Sony  also  makes  the  presses  Pio- 
neer uses  to  stamp  out  disks. 

Already,  Sony  is  seeding  the  ground 
for  a  grander  entry  into  the  business. 
When  conductor  Herbert  von  Karajan 
decided  to  video-record  his  legacy  for 
posterity,  he  turned  to  his  old  friend, 
Sony  President  Norio  Ohga.  Although 
von  Karajan  died  before  the  filming  was 
complete,  Sony  assembled  an  audio-visu- 
al library  of  the  maestro's  last  great 
performances.  It's  due  out  on  laser  disks 
sometime  next  year. 

With  competitors  who  can  command 
that  kind  of  presence  in  the  market.  Pio- 
neer may  need  more  than  blue  lasers  to 
hang  onto  its  lead.  Still,  the  effort  could 
well  prove  worth  its  while. 

By  Neil  Gross  in  Tokyo,  with  Larry  Arm- 
strong in  Los  Angeles 
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THE  MAVERICK  BOSS 
AT  SEAGRAM 

EDGAR  BRONFMAH  JR.  IS  RESHAPING  THE  COMPANY  FOR  A  TOUGHER  WORLD 


ElIIl 


rati 


After  six  exhausting  weeks  in  Par- 
is, where  he  was  negotiating  to 
buy  control  of  Martell  &  Cie., 
Edgar  Bronfman  Jr.  was  ready  to  go 
home.  His  third  child  had  been  born  sev- 
eral weeks  earlier,  and  he  had  scarcely 
seen  her.  Now,  on  that  night  in  Decem- 
ber, 1987,  he  and  his  wife  were  to  host 
150  top  Seagram  Co.  executives  at  a 
Christmas  party  in  their  New  York  town 
house.  But  as  Bronfman  was  heading  to 
catch  the  Concorde,  he  got  an  urgent 
call  on  his  car  phone.  Patrick  Martell, 
vice-president  of  the  family-controlled 
cognac  company,  had  learned  that  their 
friendly  deal  was  being  challenged  by  a 
hostile  bidder.  He  desperately  needed  "a 
little  help,"  he  recalls.  Bronfman  told  his 
driver  to  turn  around.  His  Christmas 
homecoming  would  have  to  wait. 

Such  dedication  to  the  family  business 
shows  just  how  far  Bronfman  has  come. 
Although  he  is  the  third-generation 
chieftain  in  the  billionaire  dynasty  that 
runs  Seagram,  his  story  is  not  one  of  a 
son  who  slipped  neatly  into  his  father's 
shoes.  Leaving  home  as  a  teen  to  pro- 
duce movies,  he  eloped  at  age  24  with  a 
beautiful  actress.  He  never  went  to  col- 
lege, and  until  his  father  wooed  him  to 
Seagram,  he  knew  next  to  nothing  about 
the  business.  As  the  second  son,  he 
couldn't  even  claim  a  birthright  to  run 
the  company.  Yet  in  the  seven  years 
since  he  joined  Seagram,  Edgar  Jr.  has 
whizzed  through  a  half-dozen  key  jobs. 
Last  July,  at  34,  he  became  president. 
While  his  father  Edgar  remains  chair- 
nian  and  CEO,  he  devotes  most  of  his 
time  to  his  duties  as  president  of  the 
World  Jewish  Congress.  Edgar  Jr.  runs 
the  $6  billion  empire  from  New  York. 

Even  for  a  seasoned  executive,  the 
challenge  would  be  daunting.  Liquor 
consumption  has  been  falling  for  a  de- 
cade, and  whiskey,  Seagram's  traditional 
strength,  has  been  hit  hardest.  Once  the 
world's  premier  liquor  company,  Sea- 
gram has  been  elbowed  aside  by  two 
powerful  and  acquisitive  companies, 
Grand  Metropolitan  PLC  and  Guinness 
PLC.  Profits  have  nearly  tripled  since 


1981,  to  an  expected  $710  million  this 
year  on  revenues  of  $6  billion.  But  that's 
misleading;  About  75'a  of  Seagram's 
profits  come  not  from  liquor  but  from 
Du  Pont  Co.,  in  which  it  acquired  a  20'a 
stake  in  1980. 

DO  OR  DIE.  As  Bronfman  strives  to  trans- 
form Seagram  into  a  beverage 
powerhouse,  he  is  carry- 
ing two  other  bur- 
dens. Seagram 
founded  in  1928 
by  Edgar's 
grandfather 
Sam  (page  96), 
is  407f-owned 
by  the  family, 
so  the  Bronf- 
man fortune  is 
tied    in  large 
measure  to  Ed- 
gar's performance 
as  president. 
While  responsibil- 
ity for  the  Du- 


Pont  holdings  falls  to  Edgar's  U 
Charles,  Edgar  also  must  prove  to  si  B  t 
holders  that  he  has  the  credential 
run  such  a  large  company.  He  haAsal 
ready  won  respect  among  many  com 
tors,  who  praise  his  savvy  in  acq 
tions.  But  some  still  snicker,  se  lis 
Bronfman's  latest  promotion 
what  one  dubious  industry 
ecutive  calls  "one  huge 
of  nepotism." 

Bronfman   is  un 
turbed  by  such  talk  laai 
doesn't  bother  me  a 
because  I  am  herjiu 
cause  I'm  the  son 
says.  "The  point 
very  experienci 
and,  I  think,  reapie  f, 
ably  objective — 
of  directors  felt  I  oiuneF 
to  be  given  the  ch 
to  prove  I  coul( 
the  job."  He  £  ijeJ 


ast, 
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id  to  do  that  job  or  die  trying." 
'man's  plan  is  this:  He  wants  to 
eagram  into  a  "broadly  based 
e  company,"  with  juices,  sodas, 
er  nonalcoholic  drinks.  To  but- 
e  spirits  business,  he  will  focus 
itive  premium  products,  such  as 

that  have  bucked  falling  con- 
n  trends.  Recent  numbers  sug- 
s  moving  in  the  right  direction. 

first  time  in  ages,  Seagram's 
irket  share  increased  in  each  of 
,  two  years,  to  18%  in  dollar  vol- 
at  makes  it  the  domestic  market- 
sader.  Efficiency  is  improving, 
irating  profits  for  the  first  three 
;  this  year  jumped  37%  on  sales 
'  11.6%.  Bronfman  is  also  push- 
sales  overseas — especially  in  the 
;t,  where  Seagram's  shares  are 
han  in  the  U.  S.,  but  where 
is  robust.  Indeed,  60%  of  Sea- 
sales  now  come  from  overseas. 
RANDS.  It's  a  sensible  strategy, 
ill  test  Bronfman's  powers.  Ven- 
)eyond  alcohol  pits  him  against 
werful  marketers  as  Coca-Cola 

as  much  as  the  company  would 
se  known  for  premium  products, 
1  has  a  ways  to  go.  Its  three  top 
ers — Seagram's  Extra  Dry  gin 
).  and  7  Crown  whiskeys — lack 
nium  cachet.  Sales  of  the  latter 
'  falling  sharply  (chart).  Plus, 
in's  strategy  to  stake  out  the 
1  end  is  the  same  course  his  corn- 
are  taking.  "The  direction  is  cor- 
lys  Michael  Bellas,  president  of 
e  Marketing  Corp.,  a  New  York 
ig  firm.  "But  there's  still  a  long 
le  to  go." 

man  has  shown  he  likes  a  chal- 
Vhen  he  joined  the  company  in 
was  near  an  all-time  low.  Sea- 
id  dozens  of  weak  brands,  and, 


adjusted  for  a  subsequent  stock  split,  its 
stock  was  at  the  equivalent  of  about  20. 
It's  now  at  about  86.  Seven  years  ago, 
some  industry  executives  were  ready  to 
write  the  company  off.  "You  had  to 
question  whether  Seagram  was  going  to 
stay  in  spirits,"  says  James  S.  Espey, 
deputy  managing  director  of  Guinness' 
United  Distillers  Group. 

Not  Bronfman.  From  the  moment  he 
joined  the  Seagram  fold,  he  shook  things 
up.  With  trendy  fla- 
vors and  big-lDucks 
advertising,  he  made 
Seagram's  also-ran 
wine  cooler  business 
the  market  leader. 
He  reorganized  Sea- 
gram's U.  S.  spirits 
business,  slashing 
payrolls  and  stream- 
lining marketing.  He 
bought  Martell  for 
$732  million— a  stiff 
price,  at  25  times 
earnings,  but  a  ma- 
jor coup  because  of 
cognac's  strength  in 
the  Far  East.  Last 
year,  he  engineered 
Seagram's  boldest 
move  in  recent  histo- 
ry: its  giant  step  out- 
side distilling  to  buy 
Tropicana  Products  Inc.  for  $1.2  billion. 
And  last  spring,  Bronfman  bought 
American  Natural  Beverage  Co.,  maker 
of  Soho  Natural  Sodas,  for  $15  million. 

For  those  investments  to  pay  off, 
Bronfman  will  have  to  produce  better 
results  than  he  did  in  wine  coolers.  To  be 
No.  1  in  coolers,  Seagram  plowed  more 
than  $100  million  into  marketing.  But 
with  the  cooler  market  now  in  a  nose- 
dive, such  spending  zeal  is  starting  to 


EDGAR  SR.  SURPRISED  THE  FAMILY  BY 
NAMING  HIS  YOUNGER  SON  SUCCESSOR 


look  like  a  mistake.  Concedes  Bronfman: 
"We  would  not  have  made  the  invest- 
ment we  did  if  we  thought  the  category 
would  decline  the  way  it  has." 

As  for  Tropicana,  the  brand  is  trounc- 
ing rival  Coca-Cola's  Minute  Maid  in  the 
juice  wars.  The  two  are  neck  and  neck  in 
the  overall  orange  juice  market,  but  in 
nonfrozen,  which  is  growing  at  double- 
digit  rates,  Tropicana's  market  share  is 
34%,  compared  with  23%  for  Minute 
Maid,  according  to 
Arbitron/SAMI.  Still, 
Seagram  paid  dearly 
for  that  prize,  and 
profits  could  get 
squeezed  as  the 
Coca-Cola  Foods  unit 
battles  fiercely  to 
catch  up.  "Coke  likes 
to  scorch  and  burn 
the  earth,"  notes  one 
beverage  industry 
executive.  A  plan  to 
take  Tropicana  glob- 
al could  also  prove 
costly,  since  Minute 
Maid  is  expected  to 
do  the  same. 

The  liquor  side, 
which  accounts  for 
80%'  of  sales,  has  its 
problems,  too.  Sea- 
gram's operating 
margins  have  long  been  weak  compared 
with  competitors'.  In  1988,  operating 
margins  for  Seagram's  wine  and  spirits 
business  were  8.7%,  compared  with  26% 
for  Guinness.  Seagram  also  has  glaring 
gaps  in  its  portfolio — particularly  in  pre- 
mium vodka,  gin,  and  liqueurs — that 
may  go  unfilled  for  some  time.  Consoli- 
dation in  the  industry  has  left  few  hot 
brands  to  acquire,  and  Seagram  has  not 
been  much  of  an  innovator  in  spirits.  Its 


AS  U.S.  LIQUOR  ...SEAGRAM'S  FLAGSHIP  ...BUT  ITS  PREMIUM 

SUMPTION  DECLINES...    WHISKIES  ARE  HURTING...  BRANDS  ARE  DOING  BETTER 
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CHIVAS  REGAL,  CROWN  ROYAl,  GIENIIVET,  MYERS'S  RUM,  UPTAIN  MORGAN,  MARTELl 
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newest  national  brand,  Captain  Morgan 
spiced  rum,  hit  the  U.  S.  market  six 
years  ago.  "People  who  criticize  Sea- 
gram for  being  weak  on  innovation  are 
correct,"  Bronfman  admits. 

The  man  rebuilding  Seagram  has  a 
gentle  manner  not  shared  by  many  top 
executives.  He  speaks  in  a  surprisingly 
hushed  voice  and  possesses  an  easy, 
aristocratic  grace.  That  came  in  handy 
when  buying  Martell:  By  playing  up  his 
role  as  the  bearer  of  a  dynastic  tradition, 
he  won  over  the  Martell  family.  Says 
Espey:  "The  traditional  way  for  Ameri- 
can companies  to  make  acquisitions 
overseas  was  to  pull  out  the  old  check- 
book and  say,  'How  much?'  But  it 
wasn't  the  way  to  deal  with  Martell,  and 
he  realized  that." 

BOX-OFFICE  DUDS.  People  who  know  him 
say  Bronfman  is  driven  by  a  need  to 
prove  himself,  a  trait  that  Seagram  Vice- 
Chairman  David  G.  Sacks  notes  may 
have  contributed  to  Bronfman's  develop- 
ing ulcers  at  an  early  age:  "His  exterior 
may  be  calmer  than  his  interior."  That 
drive  also  ties  in  to  a  need  to  forge  an 
identity  beyond  that  of  being  a  Bronf- 
man, some  say.  Born  and  raised  in  New 
York,  Bronfman  attended  New  York's 
upper-crust  Collegiate  School  and  spent 
weekends  on  the  family  estate  in  West- 
chester County.  Sam,  his  older  brother 
by  two  years,  remembers  young  Edgar 
as  a  bright  child  who  enjoyed  the  compa- 
ny of  adults.  Although  it  was  never 


spelled  out,  Sam  recalls  that  as  children, 
he  and  Edgar  "always  assumed"  that 
they  would  follow  their  father  into  the 
family  business. 

So  much  for  assumptions.  At  14, 
Bronfman  refused  to  attend  summer 
camp  so  that  he  could  play  gofer  on  a 
movie  set.  The  film,  a  box-office  dud 
called  Melody,  was  produced  by  David 
Puttnam,  who  has  since  become  one  of 
the  world's  most  successful  film  produc- 
ers. Bronfman  briefly  lived  with  Putt- 
nam and  his  wife  in  London,  becoming 
an  "adopted  son,"  says  Puttnam.  "He 
was  the  exact  opposite  of  a  spoiled  rich 
kid."  For  instance,  the  producer  recalls, 
"He  wore  exactly  the  same  clothes  the 
entire  time — a  pair  of  jeans  and  a  tie- 
dyed,  faded  blue  shirt." 

What  began  as  a  way  for  Bronfman  to 
discover  the  world  shifted  to  rebellion 
when  he  took  time  off  from  high  school 
at  16  to  return  to  London.  While  Bronf- 
man loved  the  movie  business,  Puttnam 
says,  the  move  was  also  triggered  by  a 
need  to  escape:  "Part  of  his  reasoning 
for  coming  to  the  U.  K.  was  to  get  out 
from  the  pressure  of  joining  the  busi- 
ness. I  think  the  way  he  did  it  was  mar- 
velous." He  later  finished  high  school 
and  began  producing  plays  and  working 
in  television  in  New  York.  There  he  met 
actress  Sherry  Brewer,  with  whom  he 
eloped  after  living  with  her  for  several 
years.  She  has  set  acting  aside  and  de- 
votes her  time  to  charities. 


Bronfman  never  did  produce  a  bl;k- 
buster,  though  his  1982  movie  with  .  c 
Nicholson,  The  Border,  won  decent 
views.  Despite  his  lack  of  commeiu 
success,  Bronfman  says  he  feels  h 
path  he  took  worked  for  him — bulb 
refuses  to  discuss  his  show-biz  y'.' 
with  the  press.  Later  in  1982,  he  tool 
father  up  on  an  offer  to  join  Seagi 
He  had  spent  scarcely  three  moi 
working  in  New  York  when  the  jol 
running  European  operations  opened 
Edgar  got  the  job  in  part  because 
ward  F.  McDonnell,  head  of  interna 
al  operations,  thought  the  Bronf 
name  would  come  in  handy.  "The  L 
age  of  a  Bronfman  in  Europe  te 
executives,  'This  is  the  way  it's  goin 
run,'  helped  tremendously,"  he  reca 

Bronfman  was  more  than  a  fig 
head.  Seagram  had  trouble  competin 
Britain  because  most  distillers  ov 
their  own  stores.  So  Bronfman  had 
gram  buy  a  retail  chain,  Oddbins. 
now  among  the  most  successful  am 
novative  wine  and  spirits  chains  in 
country.  In  West  Germany,  he  arrai 
for  the  purchase  of  Matheus  MiilU 
sparkling-wine  company  that  is  now 
backbone  of  Seagram's  business  th( 
BROTHERLY  LOVE.  Bronfman  loved  w 
ing  in  London,  but  his  stay  was  s 
After  two  years,  his  father  called 
back  to  run  House  of  Seagram,  the 
pany's  principal  marketing  and  i 
business.  There  Bronfman  took  s 
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AS  THE 
WORLD 
TIPPLES 

Sipping  Chivas  in 
Tokyo,  distilling 
Martell  in  Paris: 
Foreign  buyers 
account  for  more 
than  60%  of 
Seagram's  sales — 
and  figure 
strongly  in  its 
growth  strategy 
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verdue  mea- 
In  early  1985, 
jamlined  oper- 
axing  around 
750  jobs,  sev- 
ies  with  sever- 
:ributors,  and 
ng  four  ad 
;s.  He  reorga- 
igain  in  1987, 
ling  several 
ting  opera- 
md  in  1988  he 
slash  two 
nonpremium 
;  from  Sea- 
product  line, 
housecleaning 
lough  to  con- 
ironfman's  fa- 
1  the  spring  of 
the  Seagram 
lan  startled 
lily  by  passing  over  Edgar's  older 
•  and  naming  Edgar  Jr.  as  his 
lor.  Edgar  Sr.,  who  declined  to  be 
wed  for  this  article,  told  Fortune 
:ime  that  he  considered  Edgar  Jr. 
onger  candidate.  Sam,  now  presi- 
f  Seagram  Classics  Wine  Co., 
no  sign  of  resentment  today,  say- 
feels  only  pride  for  his  brother, 
ir  Jr.'s  impatience  and  maverick 
ave  colored  his  rise  at  Seagram: 
ample,  he  once  walked  out  on  a 
Df  bankers  when  they  served  him 
ts  from  Seagram  competitors, 
sociates  say  he  is  gradually  be- 


WHAT'LLYOU  HAVE? 


Seagram's 
major  brands 


Estimated 
1989  revenues 


Percent 
of  total 


WINE  AND  SPIRITS 

Chivas  Regal,  Glenlivet  Scotch;  Martell 
cognac;  Crown  Royal,  V.O.,  7  Crown 
whiskeys;  Seagram's  Extra  Dry  gin; 
Captoin  Morgan,  Myers's  rum;  Mumm, 
Perrier-Jouet  champagne;  Sterling  Vine- 
yards, Seagram  Chateau  &  Estate  wines 


$4.8  billion 


80.5% 


JUICE 

Tropicana  orange  juice,  Tropicana  Twister 
fruit  drinks 


$1  billion 


16.8% 


COOLERS 

Seagram's  Wine  Coolers 


$150  million 


2.5% 


SODAS 

Soho  Natural  Soda 


$15  million 


.03% 


GLENUVET 

12  YEARS  Oil) 


DATA:  STANDARD  &  POOR'S  CORP.,  BW 


coming  more  diplomatic:  While  he  fumes 
that  spirits  makers  pay  more  in  taxes 
per  ounce  of  alcohol  than  wine  and  beer 
companies,  he  no  longer  rails  against  the 
policy  publicly.  Now,  he  merely  promises 
to  work  with  all  beverage  makers  in 
seeking  fair  treatment. 

Corporate  life  has  not  entirely  melted 
away  the  old  Edgar.  He  remains  an  elu- 
sive figure  with  few  friends  in  business 
circles.  His  closest  friends  are  mostly 
noncorporate  types  such  as  Puttnam  and 
Today  Show  host  Bryant  Gumbel.  Be- 
sides his  townhouse  on  New  York's  Up- 
per West  Side,  Bronfman  earlier  this 


year  bought  a  South- 
ampton estate  with 
tennis  courts  and  a 
swimming  pool.  His 
No.  1  hobby  is  song- 
writing.  In  1986,  he 
penned  lyrics  for  a 
ballad.  Whisper  in 
the  Dark,  that 
Dionne  Warwick  re- 
corded on  her 
Friends  album.  As- 
sociates say  he  car- 
ries a  tape  recorder 
to  capture  sudden 
lyrical  inspirations. 
DISHING    DIRT.  The 

fascination  with  Hol- 
lywood reniains,  too. 
Jed  Bernstein,  a  for- 
mer top  executive  on 
Seagram's  wine  cool- 
er account  at  agency 
Ogilvy  &  Mather  Worldwide,  recalls  that 
at  meetings,  he  and  Bronfman  would 
spend  the  first  10  minutes  gossiping 
about  Hollywood.  "Edgar  loved  to  hear 
stories  about  agents  and  their  stars  and 
who  did  this  and  who  did  that,"  says 
Bernstein.  "And  he  always  had  as  much 
dirt  as  I  had." 

Bronfman's  show-biz  skills  have 
helped  in  marketing,  particularly  for 
wine  coolers.  In  1985,  Seagram  was  a 
poor  fourth  in  a  hot  market  that  seemed 
headed  for  the  stars.  Bronfman  jumped 
in  with  both  feet:  He  supervised  the  re- 
design of  the  packaging  and  played  ad 
executive  in  rethinking  the  marketing. 
Seagram  employees  and  ad  executives 
still  tell  and  retell  the  legend  of  Bronf- 
man's brainstorm  in  picking  Bruce  Wil- 
lis, then  a  little-known  actor,  to  star  in 
his  cooler  ads.  Bronfman  calls  his  choice 
a  "lucky  guess." 

The  ending  of  the  story  is  less  happy. 
After  a  terrific  boom  for  three  years, 
with  sales  of  $1.6  billion  in  1987,  wine 
coolers  have  lost  their  zip.  In  1989,  cool- 
er sales  are  expected  to  fall  20%.  Talk  of 
Seagram's  big  gamble  on  that  market 
touches  a  nerve  in  Bronfman.  "We  have 
been  accused,  unfairly  in  my  view,  of 
'buying'  market  share  in  coolers,"  he 
says.  "I'd  just  like  to  say  that  in  every 
year  that  we  competed  with  Gallo,  Gallo 
outspent  Seagram."  The  wine  cooler  di- 
vision became  profitable  last  year,  he 
says,  and  he  insists  that  the  company 
will  recoup  its  investment.  Others  aren't 
sure.  Tom  Pirko,  president  of  Bevmark 
Inc.,  a  Los  Angeles  consulting  firm,  says 
of  Seagram's  involvement  in  the  cooler 
market:  "They're  milking  a  dead  cow." 

One  Bronfman  decision  that  wins 
unanimous  approval  is  buying  Martell. 
Until  last  year,  Seagram  had  strong 
brands  in  two  of  the  three  categories 
essential  for  global  competition:  Chivas 
Regal,  the  world's  No.  1  Scotch,  and 
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TGikmg  Six  M^omtlisTo  BiiiM  One 
teems  Qiiite  ReasonaUe  ComsMlermg  HowLonj 
An  OwmeFM^ayKeep  Onco 


les  as  long  to  build  a  Rolls- 

:e  motor  car  today  as  it  did 

ly  a  century  ago. 

But  then  handcraftsmanship  is 

ing,  patient  process  that  cannot 

irried. 

\nd  today,  still,  this  nearly  lost 
)rm  is  the  pivotal  difference 
een  Rolls-Royce  motor  cars 
ill  others  —  creating  automobiles 
perbly  engineered,  so  exqui- 
^  finished,  they  live  up  to  the 
stations  of  '^he  most  demanding 
:rs  in  the  world. 

Bonding  In  A 
New  Perspective. 

half  of  all  Rolls-Royce  motor 
L)uilt  since  1904  are  still  gliding 
>  the  road. 

3thers  are  in  prized  collections 
nuseums. 

5ome  are  in  collections  of 
rs  who  simply  haven't  been 
to  part  with  their  first  Rolls- 
e  motor  car.  Or  their  second, 
lird. 

\nd  some  owners  ha\  e  become 
tached  to  their  Rolls-Royce 
'T  cars  that ,  much  like  family 
Doms ,  they  have  been  passed 
jrn  generation  to  generation. 

egends  Are  Made  Of  Tliis. 

of  the  first  Rolls-Royce  motor 
ever  built,  the  1907  Rolls - 
e  Silver  Ghost ,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Siniply  The  Best  Motor  Car 
'  In  Tlie  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched ,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system* 
that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 
road  surfaces  and  driving  conditions. 


A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand -cut  and  perfectly  matched 
to  create  veneers  no  two  motor  cars 
will  ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer. 
To  arrange  for  an  appointment, 
or  to  receive  Rolls-Rovce  literature, 
simply  call  1-800-851-8576. 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 
Won't  Be  Tlie  Sanie,  Either. 

Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  today's , 
homogenized  society. 
Individuality. 
And  how  can  one  ever 
be  the  same  after  that? 


■  Roil5-Ka.ce  Meter  '^rs  inc  .  !9S9.  Tr.e  .-^Tie  'RoHs-R-oyce"  ana  the  Flying  Lady  mascot,  badge  and  radiator  gnlie  are  registered  trademarks.  'Available  on  sedan  models. 


Mumm  champagne.  But  it  was  missing 
cognac.  With  Martell,  Bronfman  can 
strengthen  distribution  in  the  Far  East, 
where  cognac  is  the  drink  of  choice.  In 
the  U.S.,  where  Martell  has  lagged  be- 
hind Hennessy,  Remy  Martin,  and  Cour- 
voisier,  he'll  try  to  broaden  its  appeal 
with  heavy  advertising  and  improve  its 
image  by  pushing  higher-grade  VSOPs. 
Alcohol  will  remain  the  company's 


core,  but  Bronfman  could  do  a  lot  more 
product-shuffling.  While  A47o  of  all  spir- 
its sold  in  the  U.  S.  are  "white  goods" — 
vodka,  gin,  and  tequila — "brown  goods," 
or  whiskeys,  account  for  only  38%  of 
spirits  sales.  Seagram  still  derives  63%, 
of  its  sales  from  whiskey.  It  has  been  a 
no-show  in  imported  vodka,  the  No.  1 
growth  area  in  U.  S.  spirits.  So  acquisi- 
tions could  become  key.  In  October,  the 


British  conglomerate  Whitbread  & 
put  its  $600  million-a-year  spirits  divis 
on  the  block,  and  Seagram  is  one 
several  possible  suitors.  Among  otl 
brands,  Whitbread  owns  Beefeater  G 
the  No.  2  imported  gin  in  the  U.  S. 

Innovation  will  also  be  crucial.  S 
gram  is  test-marketing  a  low-calorie, 
proof  Scotch  called  Mount  Royal  Lig 
But  industry  executives  are  skepti 


THE  HOUSE  THAT  PROHIBITION  BUILT 


It's  a  classic  New  World  tale.  In  less 
than  half  a  century,  patriarch  Sam- 
uel Bronfman's  distillery  grew  into 
a  multibillion-dollar  liquor  empire  that 
spans  the  globe,  enriching  his  descen- 
dants with  a  40%  stake  in  Seagram  Co. 
worth  more  than  $3  billion.  But  as  with 
any  dynasty,  the  Bronfman  clan  has 
had  its  share  of  family  tension. 

The  Bronfmans  started 
small.  Refugees  from  Rus- 
sia's pogroms,  Ekiel  and 
Minnie  Bronfman  emigrat- 
ed to  Canada  in  the  1890s. 
With  savings  from  several 
family  businesses,  son  Sam 
and  two  brothers  broke 
into  the  hotel  trade  and  lat- 
er began  selling  imported 
whisky  by  mail.  When  the 
provinces  took  control  of  li- 
quor sales  in  the  1920s,  the 
family  bought  a  small  Que- 
bec distillery  and  became  a 
government  supplier. 
LUCKY  BREAK.  Across  the 
border,  meanwhile,  anti- 
alcohol  forces  succeeded 
by  1920  in  banning  all 
booze  in  the  U.  S.,  and  Pro- 
hibition began.  It  was  a 
lucky  break  for  the  Bronf- 
mans. Thirst  for  a  fast 
buck  drove  many  a  boot- 
legger over  the  border,  and 
Canadian  law  didn't  forbid 
selling  spirits  to  Ameri- 
cans. Still,  Sam  had  a 
hunch  that  Prohibition 
wouldn't  last.  He  felt  the 
real  fortune  was  to  be 
made  v/hen  the  U.  S.  market  reopened. 

To  expand,  Mr.  Sam,  as  he  became 
known,  bought  out  publicly  held  Jo- 
seph E.  Seagram  &  Sons  of  Waterloo, 
Ont.,  in  x'j28.  folded  in  his  own  Distill- 
ers Corp.,  v>nd  tx)ok  the  combined  com- 
pany public.  He  revved  up  production 
and  curtailed  sales  in  Canada  to  stock- 
pile whisky  while  waiting  for  the  U.  S. 
market  to  open.  When  repeal  came, 
Bronfman  had  North  America's  largest 


available  stock  of  mellowed  liquor.  Sea- 
gram went  on  to  become  the  world's 
largest  distiller,  a  distinction  it  held  for 
many  years. 

Mr.  Sam  was  a  shrewd  investor,  too. 
In  the  1960s,  he  moved  Seagram  into 
petroleum,  buying  oil  and  gas  ventures 
that  were  sold  in  1980  for  $2.3  billion. 
Seagram  used  that  money  to  bid  for 


MR.  SAM  BET  ON  REPEAL  BY  STOCKPILING  WHISKY 


i  


Conoco  Inc.  It  lost  out  to  Du  Pont  Co., 
but  won  20%  of  Du  Pont. 

As  Bronfman  lengthened  Seagram's 
reach,  he  kept  control  for  his  progeny. 
His  eldest  son,  Edgar,  was  tapped  at 
28  to  run  Seagram's  U.  S.  division,  be- 
coming chairman  in  1975.  But  a  family 
friend  says  Sam  remained  an  intimidat- 
ing presence  at  Seagram  almost  to  his 
dying  day  in  1971.  Charles,  Sam's  other 
son,  stayed  in  Montreal,  running  Sea- 


gram's Canadian  operations,  and  ws 
named  co-chairman  in  1986.  Today,  tl 
sons  each  own  about  17%  of  the  comp 
ny,  v/ith  an  additional  5%  owned  by  tl 
heirs  of  their  late  sister,  Minda. 

Other  Bronfmans,  however,  wei 
locked  out.  Edward  and  Peter  Bron 
man,  the  Toronto-based  sons  of  Sam 
brother  Allan,  inherited  stock  in  Se 
gram  but  were  barn 
from  management  becaui 
of  a  rivalry  between  Sa 
and  Allan.  Still,  Allan's  T 
ronto  clan  did  well  for 
self.  With  more  than  $! 
million  reaped  from  sellir 
Seagram  shares,  Edwai 
and  Peter  built  Edper  E 
terprises  Ltd. — a  congloi 
erate  of  real  estate,  fina 
cial  services,  and  oth 
holdings  valued  at  aroui 
$1  billion. 

INSIDE  JOB?  The  Bron 
mans  have  attracted  attej 
tion  for  more  than  thd 
wealth.  Edgar  Sr.  has  ben 
through  two  headline-mal 
ing  divorces.  And  in  197 
Edgar's  oldest  son,  Sai 
was  reported  kidnappel 
Two  men  were  arrestJ 
and  convicted  of  extortio 

kBut  they  were  acquitted  ( 
kidnapping  charges  aft 
the  defense  alleged  th 
Sam  helped  stage  the  ki 
napping.  He  denied  any  ii 
volvement.  Sam  current 
runs  Seagram's  domesi 
wine  business. 


At, 


Thei 
tee 


Now,  it  appears  the  family's  Se 
gram  fortune  will  rise  or  fall  on  t| 
shoulders  of  Edgar  Jr.  Providing  | 
doesn't  make  any  giant  missteps,  tl 
34-year-old  president  can  expect  to  si| 
ceed  Edgar  Sr.  someday.  But  then,  t| 
60-year-old  chairman  has  not  indicat 
when  he  will  step  down.  In  a  dynasi 
there's  usually  no  mandatory  retuiPOWe 
ment  age.  pthe 
By  Andrea  Rothman  in  New  J'olsliarii 


SINESS  WEEK/DECEMBER  18,  1989 


COVER  J 


At  last!  A  new 
HP  LaserJet 


just  for  you. 


The  neu 

HP  LaserJet  IIP 
printer. 


It  only  $1495;  it's  got 
^our  name  on  it. 

he  HP  LaserJet  printer  family 
as  expanded -in  a  small  way. 

he  new  HP  LaserJet  IIP  fits 
ight  on  your  desk.  And  com- 
)rtably  into  most  budgets, 
[t's  almost  half  the  price  of  the 
owerful  LaserJet  Series  II* 
the  printer  of  choice  for 
tiaring  or  handling  heavier 


workloads.)  And  it's 
compatible  with  the 
LaserJet  Series  II  and  vir- 
tually all  popular  PC  software. 

So  now  you  can  produce  text 
and  graphics  to  be  proud  of 
Right  on  the  spot.  Instead  of 
down  the  hall  at  the  secretarial 
pool  or  on  a  PC  network. 

Those  polished,  professional 
presentations,  letters  and 


documents  emerge  at  a 
quiet  four  pages  a  minute. 
So  call  1-800-752-0900, 
Ext.  277J  for  your  nearest 
authorized  HP  dealer  And  get 
an  HP  LaserJet  IIP  of  your 
very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


ggested  U.S.  lisl  prices  Laser-Jet  IIP  .SU95.  Laser-Jet  Series  II  S2fi9.5  Dealer  prices  vary 


Pass  along  an 
heirloom  more 
valuable  than  gold. 

Life. 

When  you  make  a  bequest 
to  the  American  Heart 
Association,  you're  passing 
along  a  precious  legacy.  The 
gift  of  life.  That's  because 
your  contribution  supports 
research  that  could  save  your 
descendants  from  America's 
number  one  killer 

What's  more,  your  gift  doesn't 
have  to  diminish  the  estate 
you  leave  to  your  family.  It 
may,  in  fact,  reduce  estate 
taxes  and  current  taxes  as 
well. 

To  learn  more  about  the 
Planned  Giving  Program,  call 
us  today.  It's  the  first  step  in 
making  a  memory  that  lasts 
beyond  a  lifetime. 


0 


American  Heart 
Association 


This  space  provided  as  a  public  service 


WITH  WIFE  SHERRY:  BRONFMAN  MET  THE  FORMER  ACTRESS  WHILE  PRODUCING  TV  SHOWS 


that  consumers  will  pay  more  for  less 
when  they  could  just  as  readily  add  soda 
to  their  favorite  brand. 

As  Bronfman  leads  Seagram  into  the 
1990s,  one  critical  issue  is  consumers' 
growing  wariness  over  alcohol.  As  of 
Nov.  18,  all  alcohol  manufacturers  were 
required  to  print  health  warnings  on  la- 
bels. On  Capitol  Hill,  there  is  talk  of 
further  raising  federal  e.xcise  taxes — al- 
ready about  29(f  on  the  dollar  for  spirits. 
Some  retailers  who  lack  the  resources  to 
fight  back  grumble  that  Bronfman 
should  be  a  stronger  defender  of  the 
industry:  Seagram  should  "become  more 
of  a  corporate  leader  in  its  industry,  like 
Philip  Morris,"  says  the  owner  of  a  store 
on  New  York's  Madison  Avenue.  So  far, 
the  company's  efforts  have  been  limited 
to  ads  about  sensible  drinking  and  a  new 
pamphlet  for  parents  called  Talking 
About  Alcohol. 

PACKING  A  PUNCH.  Given  the  social  cli- 
mate, it's  not  surprising  that  the  most 
promising  growth  area  for  Seagram  is 
outside  alcohol.  Tropicana  accounts  for 
nearly  20%  of  sales,  and  if  Seagram 
doesn't  make  further  acquisitions  in  spir- 
its, analysts  say,  the  juice  business  could 
grow  to  a  third — especially  when  Bronf- 
man makes  the  global  push.  He  can  also 
wring  more  from  Tropicana  by  exploit- 
ing its  brand  name,  as  Seagram  has 
done  with  its  Tropicana  Twister  fruit 
punch.  The  punch  is  expected  to  have 
sales  of  $100  million  and  turn  a  profit  in 
1989,  its  first  fuli  year. 

But  Bronfman  can  never  stop  glanc- 
ing over  his  shoulder.  Noting  Tropi- 


cana's  success  in  not-from-concvnt] 
juice.  Coke's  Minute  Maid  unit  fuild' 
with  a  similar  product  in  1988.  An^ 
made  a  direct  assault  on  Tropicana  \' 
its  Premium  Choice  brand,  launchin 
only  in  Tropicana's  strongest  marketer 
price  war  is  already  raging  in  someir- 
eas,  and  it's  likely  to  get  worse. 

Another  new  field  for  Seagrarris 
soda.  Sales  of  noncola  drinks,  now  a  '< 
billion  a  year,  are  growing  at  15'  '  ai: 
ally.  Seagram  could  go  far  with  its  iv 
Soho  sodas,  which  had  only  $25  mibi 
in  sales  last  year.  Just  as  importit 
Soho  could  be  a  springboard  for  ni-' 
soda  acquisitions.  Bronfman  says  he 
looked  at  other  beverage  compai 
including  .4.&W,  7  Up,  and  Cadb' 
Schweppes'  drinks  business,  though 
adds  that  none  was  seriously  conside  i 

The  bigger  Seagram  gets  in  s(a 
though,  the  more  likely  it  is  to  run  ib 
marketing  giants  Coke  and  PepsiCo 
Pepsi  is  testing  a  Soho-like  proc 
called  H2-0h!  If  it  takes  off,  others  i 
follow.  Bronfman  says  he's  un( 
cerned.  He  is  emphatic  about  Soho's 
as  a  niche  product  and  says  its  "natu: 
cachet  will  keep  it  out  of  the  fray. 

There's  no  avoiding  the  fray  in 
rest  of  Seagram's  markets.  But  Br|[| 
man  has  plenty  of  fans  who  think  hji 
up  to  the  task.  "My  deep  and  abkpi| 
conviction  is  that  he  will  outdo  his  ( 
father,"  says  Vice-Chairman  Sacks, 
had  better  hope  so:  The  company's 
his  family's  futures  depend  on  it. 

By  Andrea  Rothman  in  New  York,  i 
Mark  Maremont  in  Londo7i 
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ADVICE  AND  DISSENT 

They  offer  counsel  and  comment  on  the  week's  events  from  Washington. 
They  do  it  with  wit  and  dissension.  They're  The  McLaughlin  Group. 

The  Group  comprises  (clockwise  from  left)  Jack  Germond,  Eleanor  Clift, 
John  McLaughlin,  Fred  Barnes,  Morton  Kondracke  and  Pat  Buchanan. 

They're  contentious  and  contagious.  So,  tune  in  to 
The  McLaughlin  Group. 

Made  possible  by  a  grant  from  GE. 


THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


UI 


e  CorDoration 


MANAGEMENT  I 


BIG  CHANGES  ARE  GALVANIZING 
GENERAL  ELECTRIC 


Chairman  Jack  Welch's  streamlining  moves  are  impro\dng  productivity  and  profits 


Jack  Welch  is  holding  forth 
on  his  favorite  topic,  pro- 
ductivity, when  he  stops  in 
midsentence.  The  door  to  his 
conference  chamber  in  Fair- 
field, Conn.,  swings  open,  and 
his  assistant  appears,  holding 
aloft  a  cardboard  square  as  if 
she  were  a  judge  scoring  a  bal- 
ance-beam competition.  The 
number  on  the  card:  63.  Welch 
grins.  GE's  stock  is  on  the  rise. 

Chairman  John  F.  Welch  Jr. 
drew  Wall  Street's  attention  on 
Nov.  17  by  increasing  General 
Electric  Co.'s  dividend  by  15% 
and  promising  to  spend  SIO  bil- 
lion over  five  years  to  buy  back 
about  18%  of  GE's  equity.  Why 
the  pricey  ploy?  Welch  has  long 
insisted  that  investors  have  un- 
derpriced  GE's  strong  operating 
results.  He  got  some  immediate 
gratification:  The  stock's  value 
has  increased  more  than  9%,  to 
63%  on  Dec.  5,  since  the  an- 
nouncement. The  most  bullish 
analysts  think  GE  should  be 
trading  at  75  or  so,  but  Welch 
needs  more  than  a  stock  buy- 
back  for  that  to  happen.  He 
needs  investors  to  notice  the 
fundamental  changes  taking 
place  at  his  company. 

The  pressure  is  on.  WTiile  Welch  once 
talked  of  spurring  growth  by  bagging 
massive  acquisitions,  he  has  decided  to 
content  himself  with  squeezing  more 
profits  from  his  existing  businesses.  On 
Dec.  6,  at  a  gathering  of  100  of  the 
company's  top  brass  in  Croton-on-Hud- 
son,  N.  Y.,  he  made  his  message  clear: 
Spread  the  gospel  of  productivity 
throughout  the  271,000-person  organiza- 
tion, and  give  everv^one  the  necessan,' 
tools.  Insists  Welch:  "It's  the  route  to 
freedotn." 

SEE!?i6  DOUBLE  DIGITS.  It's  easy  to  see 
why  i;r  iductivity  has  become  Welch's 
grail.  G^":'s  revenues  are  projected  to 
grow  at  h  single-digit  clip,  but  Welch 
longs  for  louble-tv.git  earnings  gains.  To 
that  end,  hi.^  'iianag-ers  have  redesigned 
products  and  reshaped  factor}-  floors. 
The  result:   .i^nles  per  employee,  ex- 


pressed in  constant  dollars,  have  risen 
46%  since  1984,  and  pretax  margins  com- 
pan\-wide  have  increased  from  10.1%  in 
1986  to  13.1%  in  1989  (chart),  estimates 
Nicholas  P.  Heymann,  analyst  at  Drexel 
Bumham  Lambert  Inc.  Says  Ira  C.  Ma- 
gaziner,  president  of  manufacturing  con- 
sulting firm  Cresap-Tel-  i  

esis,  who  has  worked 
for  GE:  "They're  taking 
mature  businesses  and 
trjing  to  push  the  tech- 
nological boundaries." 

GE  says  that  its  net  in- 
come for  1989,  fueled 
by  productivity  in- 
creases, will  run  about 
S3.94  billion  on  S54  bil- 
lion in  revenues.  That's 
up  16.2%  from  S3.39  bil- 
lion on  revenues  of  $50 
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billion  in  1988.  The  earnings 
provement  will  generate  s 
billion  in  free  cash  flow. 

To  accelerate  the  pace.  We 
has  created  the  post  of  prod 
ri\ity  czar  at  GE.  The  first 
cumbent  is  William  J.  Sheen, 
an  aerophysicist  and  former  E 
research-and-development  ot- 
cial  who  now  is  vicepresidit 
for  engineering,  product] 
and  sourcing. 

TRANSFORMER.  Sheeran  pro-nl 
liis  mettle  by  transforming  G's 
nlectrical  distribution  and  o 
trol  business  over  the  past  h 
years.  In  the  early  1980s,  in 
national  competition  in  cir( 
breakers  and  other  electr; 
equipment  drove  prices  do 
"We  really  had  to  do  someth: 
dramatic,"  Sheeran  recalls. 

He  started  by  rethinkj 
'iE's  approach  to  designing! 
dustrial  circuit  breakers.  F| 
he  unified  two  balkanized 
neering  departments: 
and  manufacturing.  No 
are  designers  allowed  t>1 
off  problems  for  manu.' 
ing  engineers  to  fix.  Tl. 
groups  of  technicians  no-,  jitr 
working  side  by  side 
Sheeran:  "You  don't  thru 
design  over  the  wall  and  expect  :: 
work." 

Sheeran  also  told  the  engineers  * 
their  result  would  have  to  meet  or 
ceed  preset  standards  for  number: 
parts,  assembly  time,  and  total  cosix 
materials.    Sketching   on  compu^r 

 ;  screens,  the  teams  t;n 

had  to  create  a  wdc- 
able  and  easy-to-m£U- 
facture  circuit  breser 
and  casing  before  t-" 
set  foot  on  the  pri 
floor.  Eight  separ'ce 
pieces  became  le 
molded  unit,  and  r^- 
sive  punch  presses  g^'t 
way  to  robotic  cutte- 
Thanks  to  the  stren- 
lining,  direct  labor  C't£ 
dropped  by  60%,  id 
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has    no    direct    service    to    Jaj  i 

The  risk  for  Beauvais  is  that  ii  e. 
doesn't  land  the  Tokyo  route,  Ame  i 
West  could  find  itself  flying  only 
tween  the  mainland  and  Hawaii,  aire  v 
one  of  the  most  saturated  and  disco  :- 
ed  markets  in  the  world.  "America  V  r 
never  wanted  to  fly  just  to  Hawaii,"  t- 
plains  Daniel  A.  Hersh,  an  airline  r 
lyst  with  Bateman  Eichler,  Hill  Rich^ 
Inc.  "It  could  clearly  make  the  w 
company  unprofitable." 

To  make  money  on  flights  to  Havi 
Hersh  estimates  that  an  airline  har 
keep  its  planes  80':^^  full,  on  aver 
That  makes  sense:  The  3,000-mile 
eats  up  fuel,  and  fares  are  generally 
since  many  passengers  either  buy  r; 
tickets  as  part  of  economy  tours  or 
frequent-flier  miles  to  pay  for  the  : 
Losses  on  a  Hawaiian  run  would  : 
affect  megacarriers  such  as  United  ^ 
American  as  much  as  they  would . 
smaller  America  West. 
BOOM  BABY.  Beauvais  is  ready  to  • 
these  risks.  He  says  his  flights 
booked  solid  for  two  months.  And  t,': 
without  the  right  to  fly  to  Tokyo; 
contends  that  the  Hawaiian  route  f 
boost  revenues:  Travelers  will  fly  Ait 
ca  West's  mainland  routes  more  oftti 
earn  frequent-flier  miles  good  fd 
flight  to  Hawaii.  And  if  the  Tokyo  si; 
egy  doesn't  pan  out.  he  plans  to  ex  i 
service  from  Honolulu  to  Seoul.  Tiif 
and  Hong  Kong.  i 
Bold  plans  come  easily  to  Beaui 
As  an  airline  consultant,  he  remortgt' 
his  home  to  raise  seed  mone.y^ 
his  own  carrier.  He  is  a]> 
shrewd  manager.  His  plan' 
an  average  age  of  six  ye;ii  - 
fuel-efficient,  while  advai 
computer  software  helps  maij. 
ers  raise  fares  selectively,  n 
Beauvais  keeps  his  nonu ' 
workers  happy  with  such  l^fii 
as  round-the-clock  child  cmv  . 
vice  and  generous  profit-.sliai.p 

Wall  Street  rewarded  Am^ 
West's  turnaround  by  biddin 
the  shares  from  less  than 
Februarjs  1988,  to  almost  13 
August.  But  the  stock  has  Lj,, 
treated  to  a  recent  10  as  inve^  * 
wait  to  see  the  effects  of  ai 
pected  slowdown  in  airline  ii 
try  revenues.  "This  company 
entirely  existed  in  the  econ 
boom  of  the  1980s."  says  Mai 
Daugherty,  an  analyst  at 
Witter  Reynolds  Inc.  "The 
test  is  yet  to  come."  A  wily  s 
vor,  Beauvais  is  betting  that 
moves  fast  enough,  no  rece: 
will  catch  up. 

By  Eric  Schine  in  Kauai,  Ha 
with  Seth  Payne  in  Washingto 


TRANSPORTATION  I 


AMERICA  WEST  HAS  THE  HUB 
—NOW  IT  NEEDS  THE  SPOKES 


It  starts  flights  to  Hawaii  in  a  risky  bid  to  build  a  Far  East  netw^ork 


Ei 


so- 


so 


REVENUES 
S329  MILLION 


■86  '87 


Idward  R.  Beauvais 
is  a  man  on  the 
move.  On  Nov.  17, 
the  chairman  and 
founder  of  America  West 
Airlines  Inc.  was  in 
Washington  giving  regu- 
lators all  the  reasons 
why  his  airline  should 
be  awarded  the  right  to 
fly  between  Tokyo  and 
Honolulu.  Twenty-four 
hours  and  5,000  miles  lat- 
er, he  was  in  Honolulu 
and  then  Kauai,  Hawaii,  celebrating 
America  West's  first  flight  from  its 
hub  in  Phoenix  to  Honolulu.  Relaxing 
in  his  hotel  suite,  he  sun^eyed  the 
blue  Pacific  and  said:  "That's  where  the 
money  is." 

Beauvais  has  it  right:  High-fare  travel 
to  the  Pacific  Rim  is  one  of  the  hottest 
markets  for  airlines  these  days.  The 
question  is  whether  America  West  will 
win  its  share  of  Pacific  treasure — or 
overextend  itself.  Beauvais,  who 
launched  America  West  in  Phoe- 
nix in  1983,  once  before  pushed 
his  airline  too  hard.  In  1987,  cost- 
ly additions  to  his  routes  and  fleet 
produced  a  $46  million  loss  on 
sales  of  .$575  million. 
TRUMPED.  Beauvais  acted  quickly, 
though,  dropping  routes  and  rais- 
ing fares.  The  retrenchment 
worked:  This  year,  America  We.-' 
should  have  operating  income 
$56  million  on  sales  of  $980  mil- 
lion. Despite  the  comeback,  profit 
margins  are  still  skimpy  while 
debt,  at  $477  million,  or  85'-'^  of 
capital,  is  dangerously  high.  No 
matter:  Beauvais,  53,  is  always 
looking  for  a  strategy-  to  expand 
his  carrier.  In  the  past  year  alone, 
for  e.xample,  he  unsuccessfully 
bid  for  an  Australia-Honolulu 
route  a^id  made  a  stab  at  the 
Eastern  .shuttle,  which  Donald 
Trump  u!ti;r;ately  bought. 

If  Beauvais  succeeds  in  win- 
ning Trans;  M.rlation  Dept.  approv- 
al, America  Afst  could  fly  pas- 
sengers from  I  aoenix  to  Japan, 
one  of  the  most  lucrative  airline 
markets  in  Asia,  \\-ith  a  simple 


AMERICA  WEST'S 
CHOPPY  FLIGHT 


OPERATING  PROFITS  J 


REVENUES 
$1.2  BILLION 
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connection  in  Honolulu. 
Then  Beauvais  would  be 
on  his  way  to  turning  Ho- 
nolulu into  his  Pacific 
Rim  hub. 

Although  a  recent  bi- 
lateral agreement  will 
soon  open  up  more  routes 
to  Japan,  America  West 
is  pushing  hard  for  the 
one  available  now.  "We 
are  putting  all  of  our  ef- 
forts on  this  round,"  says 
attorney  John  E.  Gillick, 
who  is  presenting  the  airline's  case  in 
Washington.  Gillick  argues  that  America 
West  is  a  new  carrier  that  deserves  a 
crack  at  competing  with  the  majors  in 
the  Pacific.  But  five  other  airlines — Del- 
ta, American,  Continental,  Aloha,  and 
Hawaiian — covet  this  route  as  well.  And 
consultants  familiar  with  the  case  give 
American  Airlines  Inc.  the  edge:  The  gi- 
ant carrier  wants  a  route  from  Boston 
to  Tokyo  by  way  of  San  Jose,  Calif., 
the  capital   of  Silicon   Valley,  which 
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HE'LL  ELIMINATE  10,000  MORE  JOBS  IN  THE  U.  S.,  AFFECTING  EVERYTHING  BUT  SALES 


»LIMMER  IBM  MAY 
ILL  BE  OVERWEIGHT 


cuts  won't  keep  impatient  customers  from  buying  elsewhere 


hastily  called  Dec.  5  meeting  to 
lounce  yet  another  IBM  restructur- 
— the  second  in  two  years — a 
and  sometimes  testy  Chairman 
\  Akers  spoke  of  a  computer  in- 
"under  stress,  some  would  say  in 
1."  In  response,  he  said,  IBM  plans 
ninate  10,000  more  jobs  in  the 
iffecting  everything  but  sales  and 
ig  total  domestic  job  cuts  since 
0  37,000.  The  intent:  Make  IBM 
;ompetitive  by  slashing  $1  billion 
mgoing  costs,  which  could  boost 
?s  by  $1  per  share  starting  in 
.t  was  the  latest  sign  that  after 
iars  of  dismal  earnings  and  essen- 
lat  U.  S.  results,  IBM  still  is  strug- 
;o  adapt  to  what  Akers  calls  the 
ies  of  our  business." 
laps  the  scariest  of  those  realities 
;  now  even  IBM's  cash  cow,  the 
i/370  mainframe,  with  a  near-70% 
t  share,  is  under  siege.  Including 
re  and  add-ons,  the  370  contrib- 
ome  50%  of  IBM's  total  revenues 
i%  of  its  profits.  The  370  also  an- 
Big  Blue  to  its  largest,  most  prof- 
customers,  influencing  all  their 
ation  technology  purchases.  But 
titers  are  attacking  the  vulnerable 


370  from  virtually  every  direction. 

Recent  weeks  have  seen  two  major 
rivals — Digital  Equipment  Corp.  and 
Tandem  Computers  Inc. — debut  with 
high-end  computers  that  can  do  many 
jobs  for  less  money  than  the  aging  370. 
Meanwhile,  Amdahl  Corp.  and  Hitachi 
Data  Systems,  which  clone  various  370 
components,  have  been  grabbing  pre- 
cious share  of  the  370-compatible  mar- 
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ket — IBM's  down  5  points  this  year,  to 
83%.  What's  more,  PCs  and  other  cheap 
microprocessor-based  machines  are  tak- 
ing on  jobs  that  once  would  have  fueled 
mainframe  expansion.  IBM  is  "at  war," 
concedes  Bernard  Puckett,  president  of 
IBM's  mainframe  division. 

IBM's  big  problem  is  that  accelerating 
technology  is  eroding  the  mainframe's 
traditional  role  as  an  all-purpose  comput- 
er. Growth  in  worldwide  mainframe 
sales  has  slipped  to  the  3%  to  4%-  range, 
down  from  15%  in  the  1970s.  And  the 
370's  enormous  past  success  has  created 
an  inertia  that's  difficult  to  overcome  as 
IBM  struggles  to  update  its  machine. 
Customers  are  still  using  lots  of  370 
software  that  dates  back  to  the  days  of 
punch  cards.  IBM  has  little  choice  but  to 
keep  these  customers  happy.  Says  Ir- 
ving Wladawsky-Berger,  a  top  main- 
frame executive  at  IBM:  "We'll  make 
sure  our  customers  can  carry  their  soft- 
ware investments  into  the  future." 

IBM  has  had  some  unusually  bad  luck 
lately.  Its  current  370  processor,  the  4- 
year-old  3090,  was  not  sufficiently  differ- 
entiated from  its  predecessor,  so  many 
customers  have  stayed  put.  This  year, 
technical  glitches  severely  crimped  ship- 
ments of  new  3090s  and  held  back  a 
long-awaited  370  disk  drive — both  poten- 
tially huge  money-makers 
SLIP-SLIDING  AWAY.  But  even  with  those 
products  shipping  now,  many  customers 
are  opting  for  alternatives  that  cost  less 
and  are  easier  to  program.  Dollar  Rent- 
a-Car,  for  instance,  has  built  a  reserva- 
tion system  around  computers  made  by 
Sequent  Computer  Systems  Inc. — a  so- 
called  parallel  processor  built  from  doz- 
ens of  the  same  chips  used  in  PCs.  And 
American  Telephone  &  Telegraph  Co., 
IBM's  largest  mainframe  customer,  has 
taken  to  buying  specialized  data-base 
computers  from  Teradata  Corp. — also 
based  on  gangs  of  PC  chips.  "IBM  has 
been  poorly  keeping  pace  with  technol- 
ogy," says  J.  Neil  Weintraut,  an  ex- 
iBMer  who  now  tracks  computers  at 
Hambrecht  &  Quist  Inc. 

Even  where  customers  are  devoted  to 
the  370,  IBM  is  having  to  scrap.  Clone- 
maker  Amdahl  is  outgunning  Big  Blue 
with  the  fastest  370-compatible  proces- 
sor around.  Says  Ted  Springstead,  senior 
vice-president  of  marketing  operations 
at  Amdahl:  "About  one  in  four  of  our 
processors  is  going  to  new-name  ac- 
counts." IBM  has  struck  back  with  heavy 
concessions,  including  low-rate  leases^ 
that  can  effectively  cut  prices  by  as 
much  as  40%.  Trying  to  keep  pace,  Am- 
dahl has  seen  its  net  profits  hammered 
and  cut  its  work  force  by  5%,  even  as  it 
gains  market  share.  Meanwhile,  Hitachi 
Data  Systems,  owned  by  Japan's  Hitachi 
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Ltd.   and  General  Motors'  Electro 
Data  Systems  Corp..  has  for  sev- 
months  been  enjoying  record  sales.  ( 
lomers,  says  HDS  CEO  Gan,-  Moore. 
increasingly  comfortable  bu\ing  fror 
clone-maker  with  such  large  backer? 
"MODEST  GROWTH."  Akers  said  at 
Dec.  5  briefing  that  domestic  den; 
for  the  370  is  "good."  But  it  is  still 
er  than  in  IBM's  strongest  markets, 
rope  and  the  Far  East.  U.S.  results, 
said,  have  been  dampened  by  a  Vr 
saturated  market,  customers'  increa 
scrutiny  of  costs,  a  lack  of  custor." 
due  to  mergers,  and  an  overall  inert 
in  competition.  With  demand  do-wn. 
figures  its  best  option  is  to  cut  costs 
it  will  take  a  S2.3  billion  pretax  cha 
against  earnings  this  quarter,  amc 
ing  to  S2.25  a  share,  which  reflects  : 
erance  pay,  re-accounting  for  some  s 
ware  efforts,  and  consolidations, 
income  for  1989  will  now  be  about  S6 
analysts  say,  down  from  S9.27  in  ] 
Despite  all  that — and  a  slowing 
economy — Akers  maintained  that 
this  year  will  show  "modest  growth 
U.  S.  revenues — a  first  since  1985. 


Clone-maker  .Amdahl  is 
challen,ging  Big  Blue  with  t 
fastest  370-compatible 
processor  around 


sees  U.  S.  growth  again  in  1990,  he 
ed,  barring  economic  disaster. 

Analysts  have  become  skeptical 
such  forecasts,  though.  Michael  G< 
of  Nikko  Securities  angered  Akers 
questioning  IBM  management's  "culp 
ity''  for  repeatedly  fueling  optin 
about  a  turnaround  that  has  yet  to  n 
rialize.  IBM's  stock  barely  moved  on 
news,  hardly  reflecting  the  preni 
that  might  be  expected  after  IBM 
closed  plans  to  buy  back  S4  billion  o, 
own  stock  in  coming  years. 

Indeed,  Wall  Street  clearlv 
dramatic  recover}-.  "It's  going  to  ta 
long  time."  says  Rick  J.  Martin,  Pru 
tial-Bache  Securities  Inc.'s  chief 
watcher.  And  possibly  some  more 
ger\".  which  Akers  wouldn't  rule 
Many  analysts  figure  that  at  cur 
sales  levels,  IBM  needs  to  slash  at  1 
30.000  more  jobs  from  its  pajToll.  # 
then,  they  say,  will  its  operating  :a 
gins  get  back  to  Akers'  goal  of  " 
Better  products  would  help,  too,  andB 
has  lots  on  the  drawing  boards.  Bu£ 
John  Akers  is  discovering,  it's  a  r. 
way  from  there  to  the  bank. 

By  John  W.  Verity  in  -Vt  k 
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bought  I  was  hearing  things 

hen  they  said,  'It's  not  our  equipment, 

ut  we'll  take  care  of  it  anyway'" 


"The  last  time  something  went  wrong  with 
my  system,  the  computer  eompany  l)lame(l 
everybody's  equipment  except  their  own. 

"Meanwhile.  I  had  peoj)le  out  there  gritting 
their  teeth,  staring  at  blank  screens. 

"But  that's  all  history  now." 

The  Solution:  W  ith  just  one 

call.  IBM  will  take  full  responsibility  for  every 
piece  of  computer  equipment  vou  ve  got. 

No  matter  whose  name  is  on  it. 

All  you  need  is  a  telephone,  and  our 
simplified  service  agreement. 

Its  just  one  more  example  of  IBM  listening 
to  your  needs,  and  bringing  you  the  best 
solutions.   
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CREDIT  UNIONS  MAY  BE 
TEMPTING  FATE 


ere 
s 


Like  S&Ls,  some  have  become  big  and  careless  from  loose  regulation 


early  every  Sunday  for  the  past 
25  years,  Donley  J.  Stocking  has 
gone  to  church,  where  he  opens 
up  shop  at  St.  Ann's  Federal  Credit 
Union  in  Arlington,  Va.  Run  by  a  hand- 
ful of  volunteers  from  the  parish,  the 
$1.2  million-assets  credit  union  opens 
only  for  three  hours  every  Sunday  to 
make  loans  or  take  deposits  from  among 
600  church  members.  Its  managers  duti- 
fully jot  down  the  dollars  coming  in  and 
going  out  and  send  handwritten 
letters  to  members  about  tardy 
loan  payments. 

A  few  miles  away  in  Vienna, 
Va.,  stands  Navy  Federal  Credit 
Union.  Housed  in  a  sprawling 
six-stor>'  building,  Navy  Federal 
processes  transactions  on  an 
IBM  mainframe  for  a  million 
members  worldwide.  With  $3.5 
billion  in  assets  and  2,200  em- 
ployees, Navy  Federal  offers  a 
wide  array  of  consumer  finan- 
cial services,  from  savings  ac- 
counts and  consumer  loans  to 
indi\idual  retirement  accounts, 
home  mortgages,  and  automat- 
ed teller  machines. 

Two-thirds  of  the  nation's 
15,000  credit  unions  are  still 
mom-and-pop  operations  such  as 
St.  Ann's.  But  more  and  more 
credit  unions  are  following  the 
path  of  Navy  Federal,  the  na- 
tion's largest.  By  expanding 
their  membership  and  the 
kinds  of  loans  they  make, 
aggressive  credit  unions  JJi 
are  the  prime  movers  behind 
the  industry's  growth  to  $196 
billion  in  assets  last  year  from 
$69  billion  in  1980  (chart). 

But  the  industrj^'s  new  vigor 
is  raiding  troubling  questions. 
Bankers  complain  that  tax 
breaks  and  easier  accounting 
rules  give  credit  unions,  whose 
deposits  are  also  federally  in- 
sured, an  unfair  advantage.  And 
some  experi;  wonder  whether 
the  amateur-;  who  run  most 
credit  unions  can  cope  with  the 


heady  growth.  "The  credit  unions  could 
end  up  like  the  S&Ls  in  Texas  and  Okla- 
homa," warns  Anthony  LaCreta,  a  depu- 
ty regional  director  of  the  National 
Credit  Union  Administration  tXCU.A.),  the 
industr\-'s  federal  regulator. 

Some  of  the  safeguards  that  had  kept 
the  credit  union  industry  healthy  have 
already  crumbled.  A  product  of  populist 
movements  in  Britain  and  Germany  in 


the  19th  centurj',  credit  unions  were 
tially  created  to  serve  workers  who 
difficulty  obtaining  loans  from  ba 
Indeed,  for  decades  the  tj^pical 
credit  union  was  a  nonprofit  coopers 
that  made  small  consumer  loans  to 
pie  with  a  "common  bond,"  such 
members  of  a  club  or  congregatioi 
workers  at  a  particular  factory.  Th( 
miliarity'  among  members  made  ci 
judgments  easier. 

NOT  PICKY.  But  the  idea 
common  bond  now  seems  a 
of  the  last  century-.  The  Ar 
Association  of  Retired 


CREDIT  UNIONS  ARE 
ON  A  FAST  TRACK... 


5( 


can  Association  ot  Ketirea  la 
sons,  for  instance,  operate  af 


A  BILLIONS  OF  DOLLARS 


■AS  OF  JUNE  30 


...BUT  SOME  ARE  FALLING 
BY  THE  WAYSIDE 


it 

lift 


national  credit  union  where 
only  tie  that  binds  is  that 
members  are  at  least  50  y 
old.  And  Eastern  Airl 
Federal  Credit  Union,  ha 
absorbed  27   failed  ci 
unions,  is  now  open  to 
ployees  of  more  than  600 
panies,  including  Avis  Inc. 
Reliance  Insurance  Co.;  it 
$850  million  in  assets  am 
branches  in  such  cities  as 
ton  and  Chicago.  "The  com 
bond  is  down  to  breathing 
same  air,"  says  Florida 
regulator  Terence  Straub. 

Credit  unions  have  also 
panded  their  menu  of  ban 
services.  After  long  being  1 
ed  to  loan  terms  of  12  yeai 
less,  credit  unions  in  1978 
allowed  by  Congress  to  offe 
year  mortgages  as  well  as  c: 
cards.  The  following  year, 
lators  permitted  them  to  pa 
terest  on  checking  balance 
wasn't  until  the  mid-1980s 
regulators  decided  to  curtft."".! 
growth  in  loan  activity  by 
iting  small-business  lending 
credit  unions  to  2070  of 
capital. 

As  credit  unions  stretch 
boundaries,   bankers  howl 
Russell  Kingman,  presider 
Bridgewater  (Mass.)  Sav 
Bank,  envies  rival  Bridge? 


ST( 
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Union.  He  corn- 
it  mushroomed 
35  million  in  as- 
ur  years  ago  to 
million  today, 
his  bank  grew 
30  million  to  $85 
"And  their  bal- 
eet  is  at  least  as 
IS  mine,"  King- 
njectures. 
ress  is  already 
heat  from  bank- 

0  want  lawmak- 
end  the  tax-ex- 
>tatus  of  credit 

Banks  are  also 
f  regulators  for 
accounting  stan- 
"or  their  smaller 
.  Unlike  banks 
thrifts,  credit 

may  count  as 
the  1%  of  depos- 
y  contribute  to 
lustry's  federal 
ice  fund.  Be- 
such  regulatory 
lave  helped  cred- 
is  charge  less  on 

their  removal 
nit  members  in 
:ketbook.  As  of 
iber,  credit 

were  charging 
•age  interest  rate  of  10.9%  for  a 
jar  auto  loan,  for  instance,  com- 
vith  12.1%  at  banks,  according  to 
UA.  Still,  benefits  such  as  rent- 
fice  space  from  company  spon- 
11  continue  to  hold  costs  down, 
t  union  officials  profess  to  be 

at  the  fuss.  They  contend  that 

going  after  people  that  banks 
rifts  couldn't  be  bothered  with. 

the  accounts  at  huge  Navy  Fed- 
r  instance,  hold  less  than  $100,  so 
credit  unions  would  hurt  "little 
,"  says  retired  Vice-Admiral 
s  J.  Hughes,  the  institution's 
nt.  Credit  unions  also  serve  "the 
it  comes  in  for  a  $200  loan,"  says 
eRusso,  president  of  Eastern's 
anion.  "Banks  laugh  those  guys 

there  because  they  can't  make 
•ney"  on  small  transactions. 

STORE.  By  and  large,  credit 
aren't  as  hard-nosed  as  the  com- 
i.  And  many  credit  unions  have 

their  self-help  philosophy  too  far. 
;r  the  Galesburg  (111.)  Midwest 
fees  Credit  Union,  a  $21  million 
at  officials  took  over  last  year. 

1  of  the  4%  loan  delinquency  rate 
ialthy  9.8%  capital-to-asset  ratio 
iirg  had  reported,  the  delinquency 
ctually  was  14%-  and  capital 
ted  to  only  3.5%-  of  assets,  accord- 
Paul  E.  Kennedy,  the  state-ap- 

I  trustee.  "Anybody  that  walked 


NAVY  FEDERAL'S  HUGHES:  TAXING  CREDIT  UNIONS  WOULD  HURT  "LITTLE  PEOPLE 


through  the  door  and  wanted  money 
could  get  it,"  he  says.  If  the  credit  union 
ran  short  of  funds,  the  loan  officers  who 
shared  a  cash  drawer  "borrowed"  mon- 
ey from  inactive  accounts,  repaying  it 
later. 

Financial  naivete,  combined  with  de- 
regulation, may  be  a  recipe  for  future 
disaster.  When  Congress  deregulated 
savings  account  interest  rates  in  the  ear- 
ly 1980s,  the  industry  raised  rates  and 
grew  fat  on  an  influx  of  deposits.  And 
it's  still  growing.  Some  credit  unions  are 
so  successful  in  attracting  deposits  that 
they  can't  cope  with  the  excess.  Last 
spring,  regulators  found  that  in  their 
rush  to  put  deposits  to  use,  managers  at 
St.  Anne's  Credit  Union  in  Fall  River, 
Mass.,  ignored  a  law  that  limits  a  credit 
union's  securities-investments  to  a  state- 
approved  list.  They  ended  up  buying 
stock  in  Deere  &  Co.,  American  Express 
Co.,  and  other  companies.  "They  were 
growing  so  fast  that  they  couldn't  put 
the  money  out  in  loans  fast  enough," 


The  same  kind  of  fraud  that 
plagued  the  thrift  industry  is 
starting  to  rear  its  head 
among  the  credit  unions 


says  Eric  Porter,  St. 
Anne's  new  president. 

True,  even  wide- 
spread failures  among 
credit  unions  wouldn't 
be  anywhere  near  as  ca- 
lamitous as  the  thrift 
crisis.  Credit  union  as- 
sets add  up  to  a  frac- 
tion of  the  $1.3  trillion 
in  s&Ls,  and  their  capi- 
tal cushion — a  healthy 
7.1%'  of  assets — far  ex- 
ceeds that  of  either 
banks  or  thrifts.  What's 
more,  the  National 
Credit  Union  Insurance 
Fund,  which  insures  de- 
posits up  to  $100,000,  is 
far  stronger  than  even 
the  Federal  Deposit  In- 
surance Corp.,  which 
backs  bank  deposits. 

But  regulators  are 
beginning  to  have 
qualms.  "In  a  rapidly 
changing  time  of  dereg- 
ulation and  underlying 
swings  in  interest  rates, 
many  credit  unions 
have  outgrown  manage- 
ment," admits  Roger 
W.  Jepsen,  the  ncua's 
chairman.  Indeed,  85% 
of  credit  union  failures 
are  the  result  of  weak  management.  In 
response,  the  agency  has  increased  its 
examination  force  by  a  third  since  1986, 
to  600  people. 

That  might  not  be  enough.  The  same 
kind  of  fraud  that  was  common  in  the 
thrift  industry  is  starting  to  rear  its 
head  among  the  credit  unions.  The  big- 
gest case  so  far  was  last  year's  $40  mil- 
lion failure  of  Franklin  Community  Fed- 
eral Credit  Union  in  Omaha.  The 
government  charged  its  manager,  Law- 
rence E.  King  Jr.,  with  embezzlement. 
King  denied  the  charge.  A  trial  date  has 
been  set  for  April,  1990,  according  to  the 
U.  S.  Attorney's  office  in  Omaha.  But  it 
was  the  IRS  and  the  FBI  that  discovered 
the  alleged  wrongdoing — not  the  NCUA, 
which  hadn't  asked  Franklin  for  an  audit 
since  1985.  An  ncua  source  says  fraud 
now  accounts  for  about  5%  of  credit 
union  failures.  And  an  FBI  source  says 
the  agency  has  opened  about  a  dozen 
credit  union  fraud  cases  this  year. 

With  Congress  still  exhausted  from 
the  thrift  bailout,  it's  not  about  to  go 
looking  for  trouble  in  the  credit  union 
industry.  And,  compared  to  S&Ls,  credit 
unions  seem  safe  for  now.  But  if  the 
explosive  growth  of  the  industry  contin- 
ues, lawmakers  might  have  to  gear  up 
to  avoid  another  financial  disgrace. 

By  Catherine  Yang  in  Washington,  with 
Laura  Jereski  in  Boston,  David  Greising  in 
Chicago,  and  bureau  reports 
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Three  who  make  a  difference: 
Announcing  the  1989  winners  of  the 
McGraw  Prize  in  Education. 


The  Harold  W.  McGraw.  Jr. 
prize  was  established  in 
1988.  in  celebration  of 
McGraw-HiU's  100th 
anniversarv'  and  in  honor 
of  our  chairman  emeritus. 

Each  year,  up  to 
three  $25,000  prizes  are 
awarded  to  people  w  ho 
have  made  a  difference  in 
education. 

For  1989.  the  Board 
of  Judges  selected  these 
tbj"ee  indixiduals  for  distin- 
guished contributions  to  the 
advancement  of  education. 
Dr.  Kenneth  B.  Clark 


Separate  is  not  equal. 
Dr.  Kenneth  Clark's  pioneer 
research  demonstrates  that 
segregation  inflicts  psycho- 
logical damage  upon  children. 
His  research  played  a  central 
role  in  the  historic  1954 
Supreme  Court  decision. 
Brow  n  v.  Board  of  Education, 


which  outlawed  segregation 
in  .Amencan  schools. 

Dr.  Clark  also  showed 
that  low  e.xpectations  of  the 
disadvantaged  create  low 
self-esteem;  and  that  race 
and  social  status  can  be 
society's  alibi  for  a  child's 
inability  to  learn. 

As  distinguished  profes- 
sor of  psy  chology  emeritus. 
City  University  of  New  \brk; 
prize-winning  author,  and 
20-year  \  eteran  of  the  New- 
York  State  Board  of  Regents, 
Dr.  Clark  has  dedicated  his 
career  to  equal  educational 
opportunity  for  all. 

The  Honorable 
Richard  W.  Riley 


Public  education  reform 
was  Dick  Riley's  priority  as 
a  state  legislator  in  South 
Carolina.  When  he  became 
governor,  he  made  it  a 
realit\-. 

Under  his  leadership, 
the  1984  South  Carolina 
Education  Improvement  .Act 
—  a  cooperative  effort  that 
brought  together  education, 
business,  gov  ernment,  ci\ic 
leaders  and  the  public  — 
became  a  nationallv'  recog- 
nized model  fop  reform. 

Teachers  were  given 
new  incentives,  and  students' 
skills,  attendance,  and 
college  enrollment  impro\ed 
significantly. 

Today,  the  former  gov- 
ernor continues  to  provide 


leadership  for  the  future  as 
chairman  of  the  Southern 
Regional  Education  Board's 
Commission  for  Education 
Quality-. 

Dr.  Kathleen  A .  Ross,  snjm 


In  1982,  Dr.  Ross 
founded  Heritage  College 
in  an  old  elementary  school 
on  the  Yakima  Indian 
Reservation  in  Toppenish, 
Washington. 

Armed  onl>  with  a 
\ision,  she  brought  higher 
education  to  a  population 
li\-ing  largely  below  the 
poverty  le\el  in  an 
educationally  isolated  area 

Heritage's  programs 
are  designed  to  meet  the 
special  needs  of  a  multi- 
cultural student  body  that 
is  more  than  half  Natix  e 
.American  and  Hispanic 
with  an  a\  erage  age  of  35. 
Many  students  are  the 
first  in  their  families  ever 
to  attend  college. 

About  95  percent  of 
the  some  400  Heritage 
graduates  ha\-e  stayed  in 
rural  central  Washington  as 
teachers  and  other  profes- 
sionals, offering  the  area 
new  hope  for  the  future. 

For  more  information, 
w-rite  to  The  Harold  W. 
McGraw-,  Jr.  Prize  in 
Education,  McGraw-Hill, 
Inc.,  1221  Avenue  of  the 
.Americas,  New  York. 
NY  10020. 
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Commentary/by  Leah  J.  Nathans  and  Dean  Foust 


LET  THE  GLASS-STEAGALL  WAIL  COME  TUMBLING  DOWN 


Over  the  past  several  decades, 
the  securities  industry  has 
spent  millions  on  lawyers  and 
Washington  lobbyists  to  keep  commer- 
cial banks  out  of  their  business.  But  in 
a  startling  about-face,  the  industry  has 
suddenly  come  out  in  favor  of  breaking 
down  the  remaining  barriers  between 
brokerages  and  banks.  On  Dec.  1,  at 
the  close  of  its  annual  meeting  in  Boca 
Raton,  Fla.,  the  Securities  Industry 
Assn.  gave  up  its  fight  to  preserve  the 
Glass-Steagall  Act  of  1933.  What's 
more,  brokerages  are  now  advocating 
the  creation  of  new  finan- 
cial entities  that  would  have 
both  commercial  and  invest- 
ment banking  powers. 

It's  a  shrewd  move.  By 
joining  those  who  want  to 
topple  the  regulatory  wall 
between  banks  and  broker- 
ages, the  securities  industry 
would  give  up  very  little. 
After  all,  Glass-Steagall  has 
already  lost  much  of  its 
muscle.  The  only  major  pro- 
vision left  prohibits  banks 
from  underwriting  stocks. 
And  banks  are  hardly  clam- 
oring for  this  privilege,  giv- 
en the  paucity  of  new  equi- 
ty issues. 

But  Wall  Street  stands  to 
gain  a  lot  from  its  change 
of  heart.  Alarmed  by  erod- 
ing profits  and  plummeting 
public  esteem,  securities 
firms  are  enviously  eyeing 
the  financial  safety  net  that 
banks  enjoy.  Observes  John 
S.  Reed,  chairman  of  Citi- 
bank: "When  the  dinosaurs 
can't  get  out  of  the  swamp, 
they  begin  to  wish  they 
were  other  things." 

SECURITY  BLANKET.  Since 

the  1987  market  crash,  brokers  have 
been  groping  for  anything  that  could 
calm  jittery  investors.  As  part  of  their 
reform  proposal,  the  biggest  U.  S.  in- 
vestment banks  want  to  crawl  under 
the  security  blanket  of  the  Federal  Re 
serve.  Direct  access  to  a  cheap  source 
of  funds  9.'.':tilable  at  the  Fed  discount 
window  would  go  a  long  way  toward 
shoring  up  confidence. 

True,  securities  firms  already  had  in- 
direct Fed  protection  during  the  1987 
crash.  At  that  time,  the  central  bank 


ordered  commercial  banks  to  extend 
credit  to  any  needy  brokerage.  The 
Street  found  that  demeaning.  "It's 
hard  to  go  to  your  banker  for  funds, 
who  is  also  your  competition.  We 
would  have  felt  more  comfortable  with 
the  Fed  behind  us,"  says  SIA  Chairman 
Robert  N.  Downey,  a  partner  at  Gold- 
man, Sachs  &  Co. 

The  wish  list  for  banking  privileges 
doesn't  stop  there.  To  tide  them 
through  cash  squeezes,  brokers  also 
want  to  be  able  to  borrow  quickly  and 
cheaply  in  the  federal  funds  market, 


hen  the 
dinosaurs  can't  get 
out  of  the  swamp,  they 
begin  to  wish  they 
were  other  things' 

JOHN  S.  REED 

CHAIRMAN.  CITIBANK 
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It's  hard 

to  go  to  your 
banker  for  funds, 
who  is  also  your 
competition' 

ROBERT  N.  DOWNEY 

CHAIRMAN,  SIA 


where  banks  trade  excess  reserves. 
And  retail  brokers  want  to  be  able  to 
offer  more  banking  products.  If  al- 
lowed to  seek  such  synergies,  "maybe 
we'd  be  able  to  make  a  cheaper  auto 
loan  to  a  securities  customer,"  says 
Hardwick  Simmons,  a  division  presi- 
dent at  Shearson  Lehman  Hutton  Inc. 

Heightening  the  interest  of  both 
banks  and  brokers  in  such  deregulation 
is  the  approach  of  1992  and  Europe's 
full  economic  integration.  The  question 
is  whether  a  fragmented  U.  S.  banking 


industry   can   compete  effectiv 
against  European  behemoths,  whicli 
ready  combine  banking  and  securi  • 
businesses  under  one  roof.  In  - 
sponse,  the  securities  industry  has  p 
posed  its  own  version  of  a  Europi 
"universal"  banking  system.  Both  c; 
mercial  banks  and  investment  ba 
could  create  new  entities  that  h. 
some  of  the  powers  of  both  breeds 
"We  need  some  enunciation  of  . 
tional  policy  for  the  financial  serv- 
industry.  We're  drifting  nowhet, 
says  Salomon  Brothers  Inc.  Chain. 
John  H.  Gutfreund. 

Some  regulators  seem  ^ 
ceptive.  New  Securities. 
Exchange  Chairman  II 
ard  C.  Breeden  says  he  ' 
comes  broader  affiliati 
between  investment  k 
commercial  banking:  "Iti: 
fers  the  potential  of  lar 
organizations  with  stror; 
capital  bases"  that  cc 
help  these  firms  "hav*,. 
more  active  internati( 
presence." 

TOUGH  SLEDDING.'  Still, 

overhaul  proposal  wo 
have  to  overcome  strong 
litical  opposition.  As  in 
days  of  Glass  and  Steaj 
critics  fear  that  such 
forms  will  lead  to  dom 
tion  and  abuses  by  a  hi 
ful  of  large  finan 
institutions  and  overly 
relations  between  con 
nies  and  their  financiers  i*" 

For  the  moment,  ( 
gress  isn't  in  the  mood 
more  open-ended  ban! 
guarantees.  The  horrenc 
cost  of  the  savings  and 
bailout  "is  going  to  lef 
the  enthusiasm  by  Cong? 


to  allow  banks  to  move  into  fieldiO 
endeavor  they  are  not  experienced 
says  Senator  Jim  Sasser  (D-Tenn.] 
think  it  is  going  to  be  tough  sleddi 
But  Congress  should  repeal  Gl 
Steagall.  The  securities  industry's  < 
sion  to  stop  fighting  against  the  hi 
will  make  it  a  lot  easier  to  create  I 
financial  institutions  that  will  be  r 
effective  global  competitors.  The  1 
should  not  wait  until  powerful  for 
banks  outflank  U.  S.  banks  and 
kers  alike. 
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MARKETS  &  INVESTMENTS! 


ARE  ANALYSTS  PUTTING  THEIR 
MOUTHS  WHERE  THE  MONEY  IS? 


Tying  bonuses  to  stock  sales  may  be  tainting  researchers'  advice 


When  retired  Air  Force  Major 
James  Eunice  followed  his 
broker's  advice  and  sank 
$155,000  of  his  savings  into  Gateway 
Medical  Systems  in  1986  and  1987,  he 
had  a  darned  good  reason.  The  analyst 
at  his  brokerage,  Memphis-based  Mor- 
gan Keegan  &  Co.,  insisted  in  a  report 
that  Gateway's  "aggressive  acquisition 
program  will  provide  tremendous 
growth  in  revenue  and  earnings  for  the 
next  several  years."  What  Eunice  didn't 
know  was  that  the  analyst  had  a  strong 
incentive  to  be  cheery.  The  stock-picker 
stood  to  realize  a  iyi%  share  in  the  com- 
missions Morgan  Keegan  received  from 
sales  of  the  19  stocks  he  was 
recommending — even  if  they 
went  sour,  as  Gateway  did  a 
few  months  later. 

Eunice's  experience  illus- 
trates one  of  the  hidden  pitfalls 
facing  small  investors:  Broker- 
age-house analysts  often  have 
a  direct  financial  stake  in  the 
commissions  generated  on  the 
stocks  they  follow.  This  prac- 
tice occurs  at  brokerages  as  di- 
verse as  Dean  Witter  Reynolds 
Inc.,  the  Sears,  Roebuck  &  Co. 
subsidiary;  Edward  D.  Jones  & 
Co.,  with  its  nationwide  net- 
work of  1,500  brokers;  and  at 
many  smaller  firms.  At  these 
brokerages,  commissions  gen- 
erated by  analysts  are  a  factor 
in  determining  annual  bonus- 
es— which  can  make  up  over 
50%'  of  the  analysts'  compensa- 
tion. "It's  the  nature  of  the 
business,"  notes  Thomas  G.  Ro- 
sencrants,  research  director  at 
Interstate/Johnson  Lane,  a  North  Caro- 
lina brokerage.  "If  we  don't  generate 
business,  we  don't  get  paid." 
WBiaHTED  SYSTEM.  Analysts  have  long 
been  the  strong  right  arm  of  the  broker- 
age b;  trades,  providing  them  with  grist 
for  thoi)-  all-important  sales  calls.  But  at 
the  la.'-i.-yct  brokerage  houses,  analysts 
usually  the  fruits  of  their  recom- 

mendatio.  '  (^.directly  at  best.  At  Merrill 
Lynch,  analysts  share  in  a  bonus  pool 
whose  size  determined  by  total  com- 
mission income.  But  the  amount  each 
analyst  gets  is  not  influenced  by  the 


commissions  his  selections  generate.  At 
other  large  firms,  such  as  Shearson  Leh- 
man Hutton,  analyst  bonuses  are  based 
on  the  performance  of  their  stock  picks. 

But  in  July,  Dean  Witter  installed  a 
computerized  system  that  weights  com- 
mission revenue  generated  by  analysts' 
recommendations  as  a  major  factor  in 
their  bonus  payments.  The  system  em- 
phasizes retail  revenue  over  institutional 
revenue,  as  befits  Dean  Witter's  strate- 
gy of  focusing  on  retail  business.  How- 
ever, bonus  payments  are  docked  if  ana- 
lysts make  a  wrong  call  on  a  stock,  says 
Manny  Korman,  Dean  Witter's  director 
of  research.  "It's  what  the  business  is 


going  to,"  he  says.  "In  essence,  we're  all 
on  commission  one  way  or  another." 

Indeed,  commission-based  compensa- 
tion seems  to  be  a  trend.  Just  five  years 
ago,  in  a  survey  by  the  Financial  Ana- 
lysts Federation,  84%  of  analysts  report- 
ed that  none  of  their  salary  was  based 
on  commissions.  But  in  recent  years, 
commission-bonus  tie-ins  have  become  so 
pervasive  that  firms  are  at  a  disadvan- 
tage in  recruiting  analysts  if  they're  not 
paid  that  way.  That  has  been  the  experi- 
ence of  A.  G.  Edwards  &  Sons  Inc.,  a  St. 
Louis  brokerage  that  doesn't  link  bonus- 


 liil 

es  to  commissions  on  stock  sales.  "1 
almost  every  other  firm,  bonuses  a* 
based  on  a  formula  tied  to  commissio; 
generated  by  the  analysts'  ideas,"  not' 
Terry  J.  Dessent,  director  of  research! 

But  if  the  Eunice-Morgan  Keegan  cQ 
frontation  is  any  guide,  analyst  enthi 
asm  for  such  compensation  scher 
may  be  misplaced.  Eunice  filed  a  cla| 
against  Morgan  after  Gateway,  an 
lanta-based  hospital-management  comfl 
ny,  was  forced  to  revise  its  eamini 
forecast  and  report  a  loss  for  fiscal  19}| 
Its  stock  plummeted  from  a  high  of  5i 
1986  to  1  in  1987.  Over  the  past  t4 
years,  nine  of  Gateway's  10  hospita 
have  closed  or  filed  for  bankruptcy  ecu 
protection.  Its  stock  no  longer  trades] 
DAMAGES.  Of  course,  it's  common  for  j,' 
alyst  recommendations  to  turn  sour,  jij 
as  it  is  for  investors  to  bring  claii 
against  their  brokers  when  that  h; 
pens.  But  it's  mighty  unusual  for  t 
investor  to  prevail — and  even  more  i 
common  for  the  investor  to  be  awardi 
punitive  damages.  In  a  decision  release 
last  month,  a  New  York  Stock  Exchan' 
arbitration    panel    awarded  Euni; 

$277,000,   including  attorney 
fees,  foregone  investment  -  .. 
come,  and  $50,000  in  puniti;;iq: 
damages.  Morgan  Keegan 
ecutives  refused  to  discuss  tif 
Gateway  case,  but  in  its  filiiW 
to  the  arbitrators,  the  firm  (-gib 
nies  wrongdoing. 

Arbitration  panels  do  not  ijj 
close  the  reasons  for  their 
sions.  However,  attorneys 
Eunice  maintain  that  the  col-^ 
pensation  scheme  loomed  laiii 
in  the  favorable  decision.  Ssii 
Steven  J.  Card,  a  partner  \ 
Page  &  Bacek,  the  Atlanta  1;  \ 
firm  that  represented  Euni: 
"I  believe  the  way  Morgil 
Keegan  compensates  its  ai-t 
lysts  had  a  big  effect  on  tswDf 
arbitration  panel's  decision,  -jiiK 
cause  the  potential  for  confltirn 
of  interest  is  obvious."  ; 

Other  brokerages  that  li^ 
commission-based  cornpeni-fccri 
tion  methods  may  find  the-lu: 
selves  in  Morgan  Keegan's  shoes  sor-(«'ii 
day.  Such  payments  schemes  "could 
a  long  way  tov/ard  showing  that  the  -j 
vestment  was  not  suitable  for  the  cli(tj 
involved,"  says  Theodore  G.  Eppenstt.r 
a  New  York  securities  lawyer.  \ 
Nonetheless,  it  would  take  a  far  nKt 
imminent  threat  to  their  bottom  lines  T 
brokerages  to  give  up  such  a  conveni(^ 
way  of  measuring  their  analysts'  vail- 
After  all,  the  Street  doesn't  call  thfl 
"sell-side"  analysts  for  nothing. 

By  Walecia  Konrad  in  Atlanta,  vnth  i 
vid  Greising  in  Chicago 
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BY  GENE  G.  MARCIAL 

IS  A  TAKEOVER 

TAIIGATING 

CHRYSLER? 


Chrysler  is  on  the  Street's  shun 
list.  As  auto  sales  have  tanked 
and  analysts  scale  back  their  pro- 
jected 1989  and  1990  earnings,  the 
stock  of  the  nation's  third-largest  auto 
maker  has  tumbled  to  a  new  low  of  19. 
Chrysler  traded  as  high  as  48  just  be- 
fore 1987's  Bloody  Monday. 

But  don't  bet  on  the  stock  staying 
down  for  long.  Some  smart-money  pros 
have  started  buying.  One  New  York 
money  manager  says  the  steep  decline 
in  the  stock  price  makes  the  company 
very  vulnerable  to  a  takeover.  Plus,  he 
believes  that  several  Chrysler  execu- 
tives have  purchased  shares  in  recent 
days  as  the  stock  started  to  fall  below 
20.  At  the  current  stock  price,  Chrys- 
ler's market  capitalization  comes  to 
$4.4  billion.  That's  just  about  half  the 
value  of  Chrysler's  assets,  according  to 
some  takeover  analysts. 

Charles  Brady,  an  analyst  at  Oppen- 
heimer,  values  Chrysler's  assets  at  $40 
a  share,  or  $9.2  billion.  The  company's 
assembly  facilities  alone  are  worth  $26 
a  share,  he  says,  and  its  Chrysler  Fi- 
nancial unit  adds  about  $9.50.  He  be- 
lieves that  management  could  easily  fi- 
nance a  leveraged  buyout  by 
borrowing  against  the  company's  as- 
sets. Two  former  top  Chrysler  execu- 
tives say  the  subject  had  been  dis- 
cussed by  management  and  some 
members  of  the  board  in  the  past,  but 
no  decision  was  made,  partly  because 
Chairman  Lee  lacocca  was  opposed  to 
adding  more  debt  to  the  balance  sheet. 
■INSIDE  OUT.'  Brady  believes  that  man- 
agement may  soon  be  spurred  into  ac- 
tion if  another  company  shows  serious 
interest  in  Chrysler.  "Many  major  Eu- 
ropean and  Japanese  car  companies 
lack  a  North  American  presence — a  vi- 
tal element  in  every  auto  maker's  long- 
term  strategy,"  he  notes.  These  auto 
companies,  including  Italy's  Fiat, 
France's  Renault,  and  Germany's 
Volkswagen,  have  been  "examining 
Chiysler  inside  out,"  Brady  believes, 
and  any  one  of  them  could  spring  a 
surprise. 

Japan's  Mitsubishi  Motors,  in  which 
Chrysler  owns  a  12.1%  stake,  is  said  to 
be  among  those  interested.  Chrysler 
had  22%  of  Mitsubishi  Motors  before 
selling  45%  of  the  holding.  Brady  ar- 
gues that  Chrysler  is  a  bargain  com- 


CHRYSUR  GOES  INTO 
A  DEEP  SLUMP 


DAT/L  eRIDGE  INFORMATION  SYSTEMS  INC 


pared  with  the  lofty  price  that  Ford 
Motor  recently  paid  for  Jaguar  PLC, 
which  sells  50,000  units  a  year  vs. 
Chrysler's  2.1  million. 

Already,  Chrysler  appears  to  be  feel- 
ing some  pressure.  The  company  said 
on  Dec.  6  that  it  is  exploring  the  sale 
of  its  technologies  unit,  including  busi- 
ness aircraft  and  defense  electronics, 
in  order  to  focus  on  its  core  automotive 
business  (page  46). 

Stephen  Leeb,  president  of  Money 
Growth  Institute,  who  has  been  buying 
Chrysler  shares,  thinks  a  turnaroTind 
in  auto  sales  is  in  sight,  with  interest 
rates  coming  down  and  the  economy 
avoiding  a  deep  slump.  He  thinks 
Chrysler  "is  one  of  the  cheapest  stocks 
around — and  a  buyout  that's  waiting  to 
happen." 


FIRST  MISSISSIPPI 
MAY  REROUTE 


1 0,  First  Mississippi  isn't  a  bank. 
It's  a  conglomerate  that's  big 
I  in  specialty  chemicals  and  nitro- 
gen fertilizers,  with  operations  in  oil 
and  gas,  coal,  gold,  and  steel  melting. 
Now,  some  big  investors  say  they  will 
pressure  management  into  selling  or 
spinning  off  some  assets  to  enhance 
the  company's  value  and  thereby  boost 
the  stock. 

One  big  investor  puts  First  Missis- 
sippi's breakup  value  at  $30  to  $35  a 
share.  Mike  Harris,  an  analyst  at  Mor- 
gan Keegan  &  Co.  in  Memphis,  agrees. 
Its  chemical  unit  alone,  he  figures,  is 
worth  $15  a  share — the  price  that  First 
Mississippi  stock  currently  sells  for.  It 
traded  as  high  as  21  last  summer. 
What's  the  drag?  Harris  points  to  the 


company's  diverse  operations: 
Street  penalizes  conglomerates  by  f- 
fording  their  stocks  a  low  price-een- 
ings  ratio." 

One  big  investor  who  has  close  t  a 
5%  stake  is  expected  to  pressure  it 
top  brass  to  at  least  spin  off  party 
the  chemical  division.  He  believes  t 
management  will  favor  the  idea  sine 
considered  doing  a  spinoff  before 
1987  crash  but  was  advised  by  its , 
vestment  banker  to  wait  for  hig; 
chemical    prices.    Instead,  pri' 
slumped.  Recently,  they  have  firmt 

A  First  Mississippi  spokesman  s 
the  company  is  poised  to  sell  or  s. 
off  certain  units,  contingent  on  fa^f 
able  markets.  "We  want  to  have  ir 
stock  reflect  the  real  value  of  ourB- 
sets,"  he  added. 


SAFETY-KLEEN  BETS 
ON  REaCLING 


When  Safety-Kleen  announ 
nifty  third-quarter  eami 
on  Oct.  2,  its  stock  jum: 
several  points,  to  36,  within  days,  f- 
cently,  however,  the  stock  has  fallcTtr 
30,  weakened  by  a  downgrading ; 
some  analysts  who  worry  that  he 
capital-spending  costs  will  cut  ; 
profits  next  year.  Safety-Kleen  is. 
old-line  provider  of  cleaning  equipm . 
mainly  for  the  automotive  indus 
But  it  recently  expanded  into  a 
business — oil  recycling  and  industi 
fluid  recovery,  which  require  big 
tal  outlays. 

Some  investors  have  stepped  k] 
their  buying  as  the  stock  has  drop]d 
One  of  them,  investment  manager  r 
Micheletti  of  Bailard  Biehl  &  Kai: 
concedes  that  earnings  over  the  rx 
year  could  prove  disappointing.  Butif 
believes  that  for  the  long  term,  Safj 
Kleen's  new  business  will  provide 
base  for  annual  earnings  gro 
20%.  "The  recovery  and  recylingl 
used  oil  is  the  type  of  recession-pi[ 
business  that  will  boom  in  the  cu: 
environment,"  says  Micheletti.  He 
Safety-Kleen's  stock  rising  to  45  (j 
the  next  12  months. 

The  key  to  Safety-Kleen's  fu* 
growth,  he  says,  is  a  hoped-for  d€,g 
nation  of  used  oil  as  hazardous  wax 
The  Environmental  Protection  Agec 
has  so  far  stopped  short  of  decla.y; 
crankcase  oil  and  other  industrial  il 
"hazardous."  But  some  investors  r 
betting  that  Congress  will  eventual 
require  oil  refiners  to  recycle  usedn 
If  that  happens,  says  Micheletti,  S:'t 
ty-Kleen  will  reap  a  windfall. 


1 
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)ject  ORBIS:  how  overcoming  blindness 
can  expand  your  corporate  vision. 


ship  of 
missions 
s  corporate 
lility  at  its 
ctive  level." 
I.  Lippincott, 
n  and  CEO, 
)er  Co., 
Sponsor, 

87; 

,  1988; 
89. 


This  DC-8  jet  is  Project  ORBIS.  the  world's  only 
flying,  teaching  eye  hospital.  ORBIS  flies  throughout 
the  world,  sharing  sight-saving  knowledge  and  tech- 
niques with  doctors,  nurses  and  technicians  working 
to  cure  or  prevent  blindness.  Since  it  took  flight  in 
1982,  ORBIS  has  carried  out  86  programs  in  53 
countries.  Last  year  alone  it  helped  over  3000  medical 
and  technical  personnel  learn  the  latest  knowledge  and 
skills  that  can  restore  or  save  sight.  And  it  helped  over 
1000  men,  women  and  children  to  see  again. 

Many  ORBIS  missions  are  sponsored  by  U.S. 
companies  such  as  Amoco  Corporation,  the  Chase 
Manhattan  Bank  and  Scott  Paper  Company.  An 
ORBIS  Mission  Sponsor  gains  high  visibility  in  a 
specific  country,  worldwide  media  coverage  and  a  share 


of  the  priceless  goodwill  Project  ORBIS  generates 
wherever  it  goes. 

If  you  would  like  to  know  more  about  how  doing 
good  through  ORBIS  can  do  good  things  for  your 
company,  please  contact  us.  By  helping  the  world 
to  see,  you'll  be  seen  in  the  best  possible  light. 

To  learn  more  about  Project  ORBIS  and  the  spon- 
sorship opponunities  it  offers,  call  or  write: 

Project  ORBIS 
(212)  244-2525 

3  30  West  42nd  Street— Suite  1900B 

New  York,  NY  10036 

We'll  send  complete  information  at  once. 


"PLit!':^  Global  Alert,"  from  McGraw-HiU.  Accurate,  up-to-the-minute  information 
is  ,vhat  [uels  the  petroleum  industry.  Delivered  directly  to  a  personal  computer,  this 
real   r-e  information  system  gives  users  a  direct  connection  to  the  world's  energy 
markei  s.  Ajid  an  edge  on  the  competition. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


arketin 


BEER  I 


A  WARNING  SHOT 
FROM  THE  KING  OF  BEERS 


Threatening  big  price  cuts  may  have  been  enough  to  cow  rivals 


It  looked  like  all-out  war.  Breaking 
with  its  traditional  reluctance  to  cut 
prices  too  much  or  too  often,  An- 
heuser-Busch Cos.  said  on  Oct.  25  that  it 
would  start  matching  the  steep  dis- 
counts its  competitors  were  offering  in 
some  markets.  The  nation's  No.  1  brew- 
er warned  that  its  earnings  growth  was 
likely  to  slow  as  a  result  of  the  decision. 
The  next  day,  An- 
heuser's  stock  lost  near- 
ly $1.3  billion,  or  10%,  of 
its  market  value. 

But  instead  of  launch- 
ing the  Beer  Wars  that 
Wall  Street  feared,  An- 
heuser  may  have  been 
craftily  setting  the 
stage  for  a  cease-fire. 
And  if  it  was  a  gambit, 
it  seems  to  be  working. 
Sources  close  to  the 
company  say  that  An- 
heuser's  announcement 
was  meant  as  a  warn- 
ing to  its  rivals  that 
they  would  pay  dearly 
if  they  continued  the 
price-slashing  that  sent 
prices  down  as  much  as 
227(  in  some  markets 
last  summer.  Now,  al- 
though the  industry  is 
moving  into  a  time  of  seasonal  promo- 
tions, wholesalers  and  retailers  say  that 
prices  have  stabilized  (table).  "This  is  the 
price  war  that  hasn't  happened,"  says 
Fred  Rosen,  president  and  owner  of 
Sam's  Wine  &  Liquors,  the  Midwest's 
largest  liquor  retailer. 
'ALL  THE  GUNS.'  Anheuser's  rivals  have 
plenty  of  reasons  to  duck  a  full-fledged 
war.  The  King  of  Beers  spent  $388  mil- 
lion on  media  ads  in  1988 — compared 
with  No.  2  Miller  Brewing  Co.'s  $189  mil- 
lion and  No.  3  Adolph  Coors  Co.'s  $125 
millio;'.  Because  of  economies  of  scale, 
Anheu.s.  r  has  much  more  room  to  slash 
prices:  u  had  operating  earnings  of 
$13.75  per  barrel  in  1988,  compared  with 
an  estimatt,". ;  S4.fi7  for  Miller  and  $4.14 
for  Coors.  And  most  Anheuser  wholesal- 
ers are  bigger  and  more  profitable  than 
their  rivals.  Since  wholesalers  usually 
!  pay  part  of  the  cost  of  discounts,  An- 


heuser's distributors  are  less  likely  to 
balk  at  deep  price  cuts  than  Miller's  and 
Coors'.  "Anheuser  has  all  the  guns," 
says  Henr\'  B.  King,  former  president  of 
the  U.  S.  Brewers  Assn. 

Until  about  18  months  ago,  Miller  and 
Coors  weren't  heavy  price-cutters,  ei- 
ther. Like  Anheuser,  they  feared  that,  in 
addition  to  reducing  profits,  frequent 
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discounting  could  cheapen  the  image 
of  their  premium  brands.  The  brewing 
industry  simply  confined  itself  to  a 
few  seasonal  promotions  each  year.  But 
then,  analysts  and  wholesalers  say. 
Miller  and  Coors  thought  that  they 
spied  an  opportunity  to  wrest  market 
share  from  weaker  rivals  such  as  G. 
Heileman  Brewing  Co.  and  Stroh  Brew- 


THE  BEER  WAR  THAT  WASN'T 


Brewer 

Brand 

Regular 
price 

Summer 
promotion 

Christmas 
promotion 

ANHEUSER 

Budweiser 

$10.17 

$9.36 

$9.37 

MILLER 

Miller 

10.17 

8.67 

9.37 

COORS 

Coors 

10.17 

9.36 

9.37 

Average  case  prices  to  selected  retailers  in  California, 
excluding  deposits  on  containers 
DATA:  BW 


ery  Co.,  so  they  began  steep  discouing. 

Anheuser  finally  joined  the  fray-fter 
spotting  some  alarming  trends.  The-r: 
pany  sold  a  record  62.4  million  barr  5 
beer  during  the  first  nine  months  c  ■ 
year — 3.3a  more  than  the  previous  e 
but  below  its  3.5%  growth  goal.  Ii 
income  in  the  third  quarter  rose  a  1' 
than-anticipated  5.2%,  to  $238.3  m 
"If  price  discounting  continues  as 
for  the  past  18  months,  it  could  cau; 
erosion  of  our  market  share — unle: 
take  action,"  says  Michael  J.  R^'. 
Anheuser's  executive  vice-presiden 
director  of  marketing. 
UP  FOR  GRABS.  So  far,  Anheuser  ha . 
ited  the  action  to  local  skirmishes.  ; 
lowered  prices  in  fewer  than  a  rh, 
its  market.s,  analysts  estimate, 
making  few  changes  in  markets  wh 
isn't  feeling  the  competitive  heat, " 
as  New  England.: 
Miller  and  Coors 
likely  to  halt  disc: 
altogether,  espe(; 
while  the  market 
of  the  weaker  play 
up  for  grabs.  S 
whose  merger  a  • 
ment  with  Coors  • 
awaits  Justice  Dep 
proval,  suffered  an 
drop  in  shipments  i 
first  nine  months 
cording  to  Beer  M(. 
er's  Insights,  an  i. 
try  newsletter. 
Heileman,  whicl 
struggling  unde 
heavy  debt  load 
reeling   from  pi 
Bond  Corp.'s  fim 
troubles,  shipni. 
sank  10.1%. 
"The  tremenDi: 
amount  of  volatility  among  our  con 
tors  gives  us  the  opportunity  to 
share,"  says  Charles  W.  Schmid,  Mir 
senior  vice-president  for  marke. 
With  its  heavy  discounting.  Miller  1.  - 
ed  its  shipments  3.7%  for  the  first  a 
months,  while  Coors'  shipments  gr\ 
modest  0.8%. 

Discounts  may  have  paid  off 
Miller,  but  there  are  signs  it  wou 
grateful  for  a  truce.  Miller  was  con; ' 
ing  easing  up  on  discounts  even  b 
Anheuser's  announcement,  says  Ri; 
L.  Fowler,  president  and  owner  of  e 
Distributing  Co.,  a  Miller  wholesal 
San  Diego.  Now,  he  says,  "we  are 
ing  the  competition  is  looking  at  i" 
same  way  we  are — that  they  wai 
back  off,  too."  If  he's  right,  Anheuer . 
strategy  of  keeping  the  peace  by  ram? 
the  cost  of  war  will  have  worked. 

By  Julia  Flynn  SUer  in  Chac' 


Compaq  head  Rod  Canion  is  justifiably  proud 
of  his  current  crop  of  computers.  From  the 
powerful  COMPAQ"  SYSTEMPRO  to  the 
uncommonly  capable  COMPAQ  LTE  laptops, 
they  all  reflect  the  Compaq  commitment  to 
both  high  performance  and  compatibility. 

Whats  made  Compaq  so  successful?  A  lot 
of  credit  goes  to  ear-to-the-ground  information 
gathering,  according  to  Canion.  "Good  dealers 
help  us  a  lot.  And  ComputerLand"  — with  its 
ties  to  thousands  of  companies  worldwide  — is 
vital  to  our  understanding  of  the  market'." 
Together,  Compaq  and  ComputerLand  have 
boosted  the  productivity  of  companies  in  every 
industry  to  undreamt-of  heights.  ( It's  something 
a  nuts-and-bolts  guy  like  Canion  feels  really 
good  about.) 


"We  rely  heavily  on  ComputerLand: 
to  advise  us,  give  us  marketing  and 

product 


development 
suggestions." 

Rod  Canion. 
President  and 
CEO.  Compaq 
Computer 
Corporation. 

amPAa 


CompulerUind. 

Business  to  business.  Person  to  person. 

1989  ComputerLand.  COMPAQ  "  isa  registered  trademark  ol  Compaq  ComputerCorporalion.  *  Registered  U.S.  Patent  and  Trademark  office 


It's  1990. 
Do  you  know 
where  your 
executives  are? 


Whether  you  head  one  department  or  a  large 
corporation,  one  thing  is  clear.  When  you  invest  in 
the  education  of  your  most  promising  people,  you'll 
have  a  distinct  ad\^tage  over  the  competition. 
You'll  know  where  your  next  generation  of  leaders 


will  come  from.  They  won't. 

Give  your  managers  the  insight  and  breadth  of 
knowledge  they'll  need  to  successfully  lead  your  firm 
into  the  next  century.  Give  them  a  plan  for  lifelong 
career  development— Columbia  Executive  Programs. 


A  Plan  for  Lifelong  Career  Development,  1990 


SENIOR-LEVEL  GENER.U 
.\1\NAGEMENT 
PR0GR.^M5  

Executive  Program  in 
Business  .Aiiministration 
(EPB.A):  .Managing 
The  Enterprise 

June  3-2M,  JuJy  29-Augus;  24 

Executive  Program 
in  Internationa] 
Management 

September  30-Oaober  26 

BUSINESS  STRATEGY 
PROGR.JLMS 


Business  Strategy 


International  Strategv' 

Januar>- 15-19  (Lake  Como.  Italy), 
March  25-30.  January  U-18.  1991 
I  Lake  Como,  Italy) 
Managing  Strategic 
Innovation  and  Change 
.•\pnl  1-6. 

June  4-8  fLake  Como.  Italy  ^ 
Management  of 
Financial  Serv  ices: 
Strategv-  and 
Implementation 
March  4-9 

Organizational  Renewal: 
Strategies  for  1992  and 
Beyond 

November  5-9 
(Lake  Como.  Italy) 


FrNCTlON.U 
DISCIPLINES 


Marketing  Management 

February  4-9.  .■\pril  22-27, 
.May  21-25  (Lake  Como.  Italy), 
JuJy  8-13.  September  23-28. 
November  4-9  (Santa  Barbara. 
C.\>.  December  2-7 

Sales  Management 

Febniary  U-16,  May  13-18. 
June  11-15  (Lake  Como.  Italy), 
.November  25-30 

Market  .Analysis  for 
Competitive  .Advantage 

October  28-November  2 


Operations  and 
Production  .Management 

.•\pnJ29-May4 
Accounting  and 
Financial 

.Management  for  the 
Non-Financial  Executive 

March  11-16.  November  11-16 
Financial  Management 
September  16-21 
Human  Resource 
Management 
March  16-23 

Leading  and  Managing 
People 

January  28- February  2. 
September  16-21 


(DTHER 
PROGRAMS 


Master's  Degree 
Program  for  Executives 

\n  Executive  .MB.A  Progra.Ti  for 
experienced  managers 

Summer  MBA 

\  three-summer  .MBA  program 
for  talented  young  employees 
Special  Programs 
State-of-the-art  management 
programs  tailored  to  specific 
corporate  needs 


Programs  are  held  at  .^cien  House,  Columbia's  mountaintop  conference  center,  just  north  of 
New  Vjrk  City.  Some  are  now  offered  at  Lake  Como,  Italy  and  Santa  Barbara.  California.  t 
For  a  1990  brochure,  call  (212)  854-3395,  ext.  39,  or  write. 

C'  ^\imbia  Executive  Programs  4^ 


324  Uris  Hail,  Columbia  University-  Dept.  A39.  .New  York,  NT  10027  Telex:  271207  EXEC  PROG  UR    FAX  212-316-1473 


^^^^^^liis  coming  January  6th.  as 
many  /Vmericans  shake  off  t  he  effects 
of  their  New  Year's  celebrations, 
7().0()()  or  so  manufacturers,  retailers 
and  related  workers  will  gather  in 
Las  Vegas  for  a  somewhat  different, 
though  no  less  boisterous  event.  The 
first  Consumer  Electronics  Show  of 
the  1990s  is  shaping  up  as  a  seminal 
event  for  home  entertainment  and 
home  productivity. 

Outside  of  a  power  plug,  fax 
machines  and  color  TV  sets  don't 
seem  to  have  much  in  common.  But 
both  fall  under  the  umbrella  of  con- 
sumer electronics,  which  by  the  end 
of  1989  is  expected  to  ring  up  $43 
billion  at  retail  in  the  United  iStates 
alone.  That  figure — along  with  two 
Consumer  Electronics  Shows  each 
year— comes  from  the  Electronic 
Industries  Association  and  its 
Consumer  Electronics  Group,  one 
of  the  largest  trade  associations 
in  the  country. 

On  a  daily  basis,  the  EWCEG  tracks 
sales  of  everything  from  car  stereo 
systems,  to  color  TV  sets  and  VCRs. 
The  association  also  publishes  a  series 
of  informational  booklets  for  the  pub- 
lic as  well  as  its  members. 

The  association  has  become  a  pow- 
erful lobbying  and  informational 
force  in  part  because  of  revenues  gen- 
erated by  both  the  Winter  and  Sum- 
mer Consumer  Electronics  Shows. 
Profits  from  both  shows  are  plowed 
back  into  such  activities  as  the  Televi- 
sion at  50  exhibits  at  the  Smithso- 
nian, the  50-city  media  tour  of 
newspapers,  TV  and  radio  stations 
that  publicizes  the  most  exciting  new 
products  generated  by  manufactur- 
ers, a  consumer  affairs  office  with  an 
ombudsman  and  800  number  direc- 
tory of  manufacturers. 

The  EIA  also  plays  an  imij(jrtant  role 
in  consumer  electronics  education.  In 
addition  to  a  film  designed  for  high 
school  .students  considering  a  career 
in  product  service,  the  association 
conducts  workshops  for  service  tech- 
nicians  and  works  with  several 
schools  around  the  country  that  have 
technical  education  programs.  But 
several  emerging  issues  are  likely  to 


prove  the  true  test  of  its  worth. 

Between  now  and  1992,  the  Unite 
States  will  see  the  advent  of  standan; 
for  high  definition  television  an 
home  automation,  and  perhaps  tit 
completion  of  the  digital  audio  revol^ 
tion  with  the  advent  of  digital  audi 
tape.  And  the  continuing  evolution  (j 
yVmerica  from  a  corporate  society  1\ 
one  where  an  increasing  tmmbcr  ( 
workers  choose  a  home  office  over  a 
indu.strial  park  will  in  large  dcgr* 
keep  pace  with  the  development  ( 
home  office  electronics. 

A  home  automation  standar(i  \vi 
almost  certainly  evolve  from  wit  hi 
one  of  two  industries — consumer  eh  • 
tronics  manufacturers  and/or  honi 
builders.  The  home  office,  likewise, 
a  marketplace  i.ssue.  But  the  futiuc  ( 
both  HDTV  and  DAT  will  be  settled  i 
Washington,  with  hardware  maiuifa' 
turers  represented  to  a  large  extent  h 
the  ElAyCEG.  , 

"Our  primary  fimcton  right  now  j 
to  lead  the  industry  in  two  key  area.'i 
says  Ibm  Friel,  group  vice  president  i| 
the  EIA/CEG.  One  is  HDTV  and  til 
other  is  home  automation.  'The  othf 
primary  role  that  we  cover  for  tli 
membership  is  hammering  oii 
the  issues  that  relate  to  (othel 
legislation." 

A  working  committee  of  EIA/CE 
member  companies  has  develope 
preliminary  standards  for  linking  a 
elec  tronics  products  in  a  home  wit  li^ 
an  integrated  communications  sy 
tem.  By  early  next  year,  the  Elj 
expects  to  add  a  completed  home  aut 
mation  standard,  tentatively  dubbt 
"CEBus™"  to  the  670  standarc 
already  set  by  the  organization.  ' 

In  the  last  year,  the  Winter  an| 
Summer  Consumer  Electronic 
Shows  have  become  .strategic  fonm 
for  HDTV  developers.  The  ElA/CE 
also  recently  Joined  the  Advance 
Television  Testing  Center,  the  pr^ 
vately  funded  venture  formed  to  te 
projiosed  systems  for  High  Definitio 
TV.  And  Friel  suggests  the  organiz 
tion  will  play  an  active  lobbying  ro 
in  the  development  of  an  HDTV  stan' 
ard  for  the  U.S. 


SPECIAL  AD\^RTISING  SECTION 
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■  n  the  spare  of  two  years  the  phrase 
"home  office  electronics  '  has 
advanced  from  an  ill-defined  rallying 
cry  for  copier,  fax  and  telephone 
equipment  manufacturers  to  one  of 
the  most  important  markets  for  elec- 
tronics manufacturers.  No  one  is 
quite  sure  how  many  personal  copiers 
end  up  in  home  offices  or  small  busi- 
nesses, but  for  now,  at  least,  no  one 
seems  to  care. 

Virtually  every  significant  piece  of 
office  electronics  now  has  its  counter- 
part in  home  office  equipment,  and 
ev("n  while  manufacturers  debate  the 
true  nature  of  the  home  office  worker, 
they'if  pushing  forward  with  ever 
more  sophisticated  products  at  con- 
tinually M'  (  lining  prices. 

Person  ■  opiers  long  ago  fell  past 
the  $500  pT  :ce  barrier  that  some 
market  wati  '  rs  argue  separates  the 
consumer  ma, :  !  from  business  cus- 
tomers, and  pe.  ■  ;  i!  fax  machines 
are  not  far  behind. 

To  an  extent,  that  s  tiie  nature  of 
consumer  electronics:  n(  technolo- 
gies are  introduced  at  rela  ely  high 
prices.  But  within  a  year  oi  two  the 
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combination  of  manufacturing  effi- 
ciencies generated  by  higher  volume 
sales  and  increased  competition  can 
cut  initial  prices  as  much  as  in  half 
within  a  couple  of  years. 
Established  Technologies 

Personal  fax  machines,  for  example, 
contain  three  basic  components:  a 
scanner  to  convert  print  materials 
into  electronic  impulses,  a  telephone 
to  transmit  those  impulses  to  another 
fax  machine  and  a  thermal  printing 
mechanism  to  reconvert  them  to  hard 
copy.  All  three  components  are  the 
product  of  established  technologies 
and  once  manufacturers  began  sell- 
ing hundreds  of  thou-sands.  rather 
than  thousands,  of  units  they  began  to 
cut  prices. 

The  personal  copier  really  came 
into  being  with  the  development  by 
Canon  of  the  cartridge  copier  system, 
which  enabled  the  company  to  turn 
what  had  been  a  piece  of  office  equip- 
ment into  a  consumer  product.  All 
the  inks  and  chemicals  necessary  to 
create  copies  are  contained  in  a  dis- 
posable cartridge. 

But  more  than  individual  products, 
perhaps  the  best  sign  that  a  true  home 
office  market  exists  is  reflected  in  the 
manner  in  which  manufacturers  have 
reorganized  to  address  a  home  office 
customer:  A  half  dozen  or  so  manufac- 
turers have  either  created  compre- 
hensive home  office  electronics 
divisions  to  market  a  ftill  line  of  prod- 
ucts separate  from  their  office  equip- 
ment divisions  or  are  about  to. 


Those  that  have  include  Canoi 
Ricoh.  Panasonic  and  Sharp.  And  se 
eral  more  have  indicated  in  the  la 
year  that  they  plan  to  join  that  grot 
sometime  in  1990. 

Among  them  will  be  at  least  or 
Korean  manufacturer,  Samsung,  i: 
yet  another  indication  that  manufa 
turers  see  a  huge  and  long-temi  ma 
ket.  Samsung  in  early  Novembe 
began  shipping  its  first  two  fa 
machines  and  plans  to  add  its  fir 
telephones  and  electronic  typ 
writers  at  the  Winter  Consmner  Ele 
tronics  Show. 

"We  re  looking  for  a  niche  in  thi 
marketplace,"  says  Rich  Sklair 
assistant  general  manager  fc 
Samsung's  Consumer  Business  Pro 
ucts  division.  "  To  go  head  to  head  wit 
Panasonic  or  Sharp  would  b 
self-defeating." 
Workplace  Revolution 

All  those  manufacturers  are  vyii 
for  a  market  estimated  at  8.5  millio 
full-time  workers  at  home  and  a 
additional  seven  million  plus  wh 
generate  at  least  some  income  from 
home  office,  according  to  CAP  Inte 
national,  the  Norwell,  MA-based  ma 
ket  researcher  Add  to  that  populatio 
another  15  million  .\niericans  wh 
maintain  a  home  office  for  after  houi 
office  work  and  the  numbers  add  up  1 
an  extraordinarily  lucrative  marke 
according  to  Ray  Boggs,  director  < 
CAP  International  s  Small  Busine! 
Strategy  Service. 

"  It's  moving  along  really  nicely 


KID  STUFF. 


competition  isn't  playing  gomes.  That's  why  when  you 
Bt  0  picture  of  their  latest  entry  in  the  market  and  show 
ere's  no  better  woy  to  do  it  than  to  xop  it.  With  the 
p  Shot  camera. 

)n  Xop  Shot  is  instant  video  photography 
s  you  take  a  xapshot,  you  can  show  it  on  TV. 
3r  developing.  And  no  him— Xap  Shot  uses 
I  disks  to  record  50  xapshots.  That  means  you 
over  5000  images  in  a  space  smaller  than  a 
And  Xap  Shot's  Hi-Bond  technology  meons  every 
one  of  these  images  will  be  of 
optimum  quality. 


O 


nc ,  One  Canon  Plazo,  Lake  Success,  NY  11042 
I  U  S  A  Inc  TV  imoge  is  simuloled. 


Enioy  eosy  extended  poyments  with  the  Conon  Credit  Caid 
Ask  lot  deloils  ol  porticipoting  Canon  dealets  and  letaileis 
Available  only  in  U  S 


Xap  Shot  is  perfect  for  presentations.  For  sales  demonstrations. 
And  as  a  source  for  desktop  publishing  and  computer  graphics. 
In  fact,  there  ore  as  many  ways  to  use  Xop  Shot  as 
there  ore  kinds  of  businesses. 

Xop  Shot  is  easy  to  use;  it's  the  only  camera 
of  its  kind  that  doesn't  need  a  playback  adapter. 
i/Vith  program  auto  exposure,  auto  flash, 
uto  white  balance  and  a  self-timer,  Xop  Shot  is 
completely  automatic.  Best  of  all,  if  you  don't  like  a  shot, 
you  con  erase  ond  record  over  it.  No  waste. 

Canon  Xap  Shot.  Business  never  looked  better. 
221-3333,  ext.  706  for  your  nearest  Xop  Shot  dealer. 

Canon 

Photography  for  the  video  generation. 


ABO  tlh®  C©imif ©irts  ©f  li=il©imi 
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says  Bogf*s,  who  notes  the  10  to  15 
percent  annual  growth  rate  over  the 
last  couple  of  years. 

Working  in  favor  of  manufacturers 
is  the  relatively  short  history  of  the 
market;  while  the  television  and 
home  video  industries  struggle  with 
the  conflicting  issues  of  technologic :al 
advancement  and  product  obsoles- 
cence, home  office  equipment  makers 
l)ecause  of  the  small  base  of  installed 
machines  are  substantially  free  to 
push  new  technology. 

Only  2.5  percent  of  all  home 
offices  around  the  country  had  a 
personal  fax  machine  at  the  end  of 
1988,  according  to  CAP,  which  esti- 
mates fax  penetration  will  double, 
to  five  percent  this  year.  Even  per- 
sonal copiers  had  only  a  12.7  per- 
cent penetration  at  the  end  of  last 
year,  though  CAP  projects  a  smaller 
increase  t  o  15  percent  by  the  end  of 
this  year. 

Phone  answering  machines,  type- 
writers and  en  personal  computers 
long  ago  esta  ilished  themselves  in 
millions  of  honics  across  the  country, 
hilt  the  two  products  shat  really  define 
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the  home  office  market — the  personal 
fax  machine  and  personal  copier — 
have  only  begun  to  make  strong 
inroads  in  the  last  18  months  or  so. 
Sales  have  apparently  grown  strong 
enough,  in  fact,  that  manufacturers 
are  starting  to  examine  the  specific 
needs  of  home  office  workers  in  addi- 
tion to  driving  office  automation  fea- 
tures down  to  the  consumer  market. 
Two  For  One 

Panasonic,  Sharp  and  Toshiba,  for 
example,  have  all  developed  inte- 
grated phone  answering  machine/fax 
combinations  that  work  off  one  tele- 
phone line.  The  unit  senses  the  differ- 
ence between  a  voice  and  an  incoming 
fax  tone  on  the  line  and  automatically 
switches  accordingly  between  fax  and 
voice  mode. 

Industry  insiders  say  at  least  a  few 
manufacturers  are  also  exploring  the 
possibilities  for  a  relatively  low-cost 
plain  paper — as  opposed  to  thermal 
paper — fax  machine  that  could  then 
double  as  all  purpose  copiers.  The  low 
end  of  the  plain  paper  copier  market 
starts  at  $3,500  or  .so — well  above  the 
$600  or  so  that  retailers  charge  for 
basic  thermal  fax  machines. 

Virtually  all  personal  fax  machines 
now  use  thermal  printing  technology, 
where  specially  coated  paper  is  heated 
by  the  printing  mechanism  to  create 
an  image,  and  while  that  produces 
inferior  copies  compared  to  plain 
paper  technology,  the  advantage  of 
instant  access  to  hard  copies  has  been 
attractive  enough  to  overcome  any 
dislike  on  the  part  of  consumers  to 
thermal  printing. 

Technological  integration,  though, 
addresses  two  emerging  needs  of  the 
home  office  market:  space  saving 
devices  and  costs  savings  wherever 
possible.  "You  can  argue,"  says  Boggs, 
"that  what  will  drive  the  market  will 
be  (anything)  tying  the  technology 
together." 


Hayes  Microcomputer  Products,  tr 
example,  is  one  of  several  companili 
that  market  add-on  boards  for  p 
sonal  computers  that  provide  f 
capability.  Hayes'  JT  fax  boards  ta 
text  and  graphics  files  and  trans 
them  directly  to  other  fax  machin 

Though  the  boards  were  design 
for  traditional  corporate  customers 
well  as  home  office  workers.  Ha; 
appears  to  be  devoting  more  time  a 
energy  of  late  to  the  home  offi 
market. 

"It's  becoming  important  to  Haye 
says  Hayes  president  Dennis  Hay 
"It  is  a  growing  part  of  our  busines 

Despite  the  emphasis  on  integral 
products,  at  least  part  of  the  ho 
office  market  is  pointed  in  the  opfi 
site  direction:  stand  alone  devict 
with  one  specific  function.  Perha?' 
the  most  striking  example  of  that 
the  personal  word  processor,  fi 
introduced  by  Magnavox  in  1985.  S 
eral  other  manufacturers  have  field 
their  own  variations  since  then  to  t 
point  where  Smith  Corona  recen 
added  a  battery-operated  laptop. 

A  large  chunk  of  personal  wo 
processor  (PWP)  sales  goes  to  the  st 
dent  market,  manufacturers  conced 
but  Smith  Corona's  laptop  version,  tl 
9000  LT,  is  by  most  accounts  the  fl 
PWP  designed  from  the  beginniii 
with  business  and  home  office  use] 
in  mind.  "Whether  it  flies  or  not,  it 
the  bridge  product  to  the  home  offl 
market,"  asserts  Julie  Voss,  director 
Venture  Development  Corporation 
Home  Office  Planning  service.  "It 
been  a  real  trial  for  the  compani 
that  make  PWPs  to  get  the  recognitic 
that  they  deserve  from  the  hon 
office  market." 


SURVIVM  KIT  FORTHE 
INFORMATION  AGE 


CARRY  WIZARD  POWER  IN  YOUR  POCKET 
IDE  IN  ASOFTWARE  CARD.  ORPLUG INTOYOURPC. 
TAKE  CONTROL  OF  TOMORROW  TODJ^ 

The  Wizard  from  Sharp  lets  you  travel  light  and  take  all  your  personal  and  business  data  with  you. 
Vizard  plans,  organizes,  reminds,  informs,  advises,  calculates.  An  optional  Organizer  Link  keeps  you  in 
k'ay  communication  with  IBM -PC  compatible  or  Macintosh®computers.  Optional  Software  Cards  adapt 

it  for  specialized  jobs  without  specialized  training. 
Discover  the  competitive  edge  for  the  Information  Age.  Call1-800-BE-SHARR 

SHARP  INVENTS  THE  WIZARD 


harp  Electronics  Corp. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS^ 


At  NEC,  we've  seen  the  future.  And  it  measures 
precisely  8.3"  x  11.75"  x  1.4".  Introducing  the  UltraLite!" 
The  lightest,  smallest,  full-function  laptop  computer. 
Weighing  in  at  4.4  lbs.,  it  boldly  goes  where  no  laptop 
has  gone  before:  right  in  your  briefcase. 

Of  course,  the  true  measure  of  a  laptop  is  not  just  its 
width  and  length.  Equally  important  is  its  depth. 

With  a  lOMHz  NEC  V-30  processor,  the  UltraLite  has 
90%  of  the  power  of  the  original  IBM  AT.  Plus  a  main 
hiemory  of  640K,  a  full-size  industry  standard  keyboard, 
and  built-in  Microsoft  DOS  Manager  and  Lap-Link  soft- 
ware. It  also  has  a  large,  bright  backlit  screen  that 
supports  both  text  and  graphics. 

For  storage,  it  has  an  innovative  one  or  two  megabyte 
silicon  hard  disk,  which  provides  access  to  data  several 
times  faster  than  a  conventional  hard  disk. 

And  what's  more,  there's  also  a  slot  for  NEC's  unique 
high-speed  ROM  cards  which  give  you  the  opportunity 
to  increase  your  storage  capacity.  Each  ROM  card 
contains  a  popular  software  program,  yet  it's  about  the 
size  of  a  credit  card. 

Impressed?  So  was  PC  Magazine,  which  has  named  the 
UltraLite  "Portable  Computer  of  the  Year  for  Technical 
Excellence."  Call  1-800-826-2255  for  literature  and 
1-800-FONE-NEC  for  technical  advice.  In  Canada,  call 

1-800.268-8997.  uitraLitG 


Wherever 
you  can 
put  this 
magazine, 
you  can 
now  put  a 
computer. 


Microsoft  and  DOS  Manager  are  registered  trademarks  of  the  Microsoft  Corp,  Lap-Link  is  a  registered  trademark  ofTraveling  Software.  Inc. 


SEC 


SPECIAL  ADVERTISING  SECTION 
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Ixecutives  who  travel  fre- 
quently have  grown  used  to  stuffing 
their  lunch,  laundry,  and  even  a  few 
business  papers  in  their  briefcase  as 
they  cope  with  life  on  the  road.  But  it's 
no  longer  unusual  to  find  that  some  of 
them  also  manage  to  cram  in  a  good 
part  of  their  office  as  well. 

Over  the  last  year  or  two,  the  mini- 
aturization that  characterizes  con- 
sumer electronics  products  has  begun 
to  reshape  the  role,  not  to  mention  the 
look  of  home  office  gear.  Now  it's  possi- 
ble to  carry  all  the  electronics  found 
in  a  well-equipped  corporate  or  home 
office  in  a  decent  sized  suitcase,  and 
still  have  room  for  a  clean  shirt  or  two. 

The  list  of  home  office  electronics 
that  have  gone  portable  includes  fax 
machines,  copiers,  phones,  electronic 
organizers,  computers,  of  course,  in 
both  laptop  and  now  notebook-sized 
configurations,  and  even  a  personal 
word  processor  All  are  aimed  at  busi- 
ness people  wh<>  more  often  than 
not,  require  the  loi*istical  support  of 
an  office  even  if  tliey're  a  continent 
removed  from  home. 
It's  not  that  manufacturers  expect  a 
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sales  VP  on  a  crosscountry  flight  to 
juggle  a  copier,  laptop  PC  and  elec- 
tronic datebook  in  between  the  in- 
flight movie  and  mystery  meat 
dinner.  But  those  executives,  they 
suggest,  will  more  and  more  require 
that  equipment  when  they  reach 
their  destination. 
Instant  Offices 

"People  are  going  to  have  to  create 
an  office  environment  wherever  they 
can,"  asserts  Dan  Murphy,  a  Sony 
national  sales  manager,  whose 
responsibilities  include  his  compa- 
ny's initial  line  of  portable  home 
office  electronics.  Among  them:  a 
hand-held  copier  and  a  portable  cas- 
sette recorder  with  an  indexer  and 
liquid  crystal  display  for  a  visual  read- 
out of  tape  sections.  The  copier,  with  a 
suggested  list  price  of  $159.95, 
records  a  one-inch  by  eight-inch 
strip  of  copy  and  then  prints  on 
plain  paper. 

"People  have  less  (free)  time," 
Murphy  adds.  "  They  have  to  get 
things  accomplished  in  many  differ- 
ent environments.  "  Murphy  cites 
market  research  showing  that  the 
average  executive  this  year  has  about 
16  hours  a  week  in  free  time,  down 
from  an  average  of  25  hours  weekly  in 
1985.  "People  are  flying  more,  there 
are  more  two-worker  households,  and 
those  errands  of  the  past  don't 
go  away." 

The  possibilities  for  a  portable  oftice 
first  became  apparent  in  1987  when 
Medbar,  a  small  New  York  City-based 
manufacturer  introduced  an  AD/DC 


portable  fax.  About  the  size  of  a  la  jt 
attache  case,  the  Medbar  Portal^ 
soon  found  a  home  in  salesmen's  cts. 
where  they  connected  the  unit  tia 
cellular  phone  to  stay  in  touch  wth 
the  home  office,  as  well  as  other  lea- 
tions  in  the  field.  Over  the  last  t'o 
years  what  once  appeared  to  b  3 
diverse  group  of  unrelated  portate 
products  have  coalesced  into  n 
emerging  category. 

One  sign  of  that  evolution:  A  Iw 
office  equipment  stores,  suchts 
Staples,  a  Boston-based  office  supj| 
dealer,  have  begim  grouping  por 
office  electronics  in  one  section, 
several  manufacturers  are  expecl 
over  the  next  year  to  expand  what  1  > 
been  a  couple  of  isolated  products  i; 
broader  portable  product  lines. 

Several  of  those  companies  ■ 
doubt  subscribe  to  Venture  Devel 
ment,  the  Framingham  MA-ba? 
market  researcher  which  proje 
that  hand-held  home  ofiice  produ^ 
— or  '  personal  automation  devic 
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The  FujUsii  COMMANDER® FX 
cellular  mobile  telephone. 
Fujitsu  makes  a  full  line  oj 
COMMANDER' cellular  phones, 
including  mobiles,  transportables 
and  portables. 

COMMANDER"  is  a  registered 
trademark  oj  Fujitsu  hmenca.  Inc. 


UjlTSU 


^est  Buy" 
jthe 
eason. 


1989  a  leading  consumer  nnagazine  rated  our 
MMANDER®  MX  the  year's  "Best  Buy"  in  cellular 
^phones.  We've  just  made  it  an  even  better  buy. 
now  the  COMMANDER®  FX.  With  a  new  3-year 
rranty.  More  world  class  features.  Same  suggested 
ail  price.  For  your  nearest  COMMANDER® dealer, 
te:  Fujitsu  America,  Inc.,  1100  East  Campbell  Road 
hardson,  TX  75081.  Or  call  1-214-699-9341. 


i  global  computer  8^  communications  company. 


A 

MOVING 
PICTURE. 


What  if  there  was  a  TV  with  a  picture  so  clear,  so  detailed,  so  perfectly  defined 
nstead  of  just  watching  it,  you  actually  felt  you  were  part  of  it. 

If  the  concept  is  a  littie  hard  to  grasp,  you  might  want  to  experience  the 
y:  Toshiba's  new  SUPER  TUBE™TV. 

This  remarkable  example  of  advanced  video  technology  uses  vastly  improved 

conductors,  developed  by  Toshiba.  Better  CRT  shadow  masks, 

loped  by  Toshiba.  And  all-new  circuitry,  refined  and  perfected  by  Toshiba. 

the  realism  of  Super  Carver  Sonic  Holography.® 

And  every  TV  is  subjected  to  the  strictest  quality  control  at  our  plants 

in  the  U.S. 

Images  and  sound  you  not  only  see  and  hear,  but  feel.  That's  Toshiba's  goal 
1  its  TVs,VCRs  and  camcorders. 

After  all,  we're  not  in  this  business  for  our  own  entertainment, 
i  in  it  for  yours. 

JBE  IS  a  trademark  ol  Toshiba  Corp. 

In  Touch  with  Tomorrow 

TOSHIBA 

For  further  inforfnation  write  Toshiba  America  Consumer  Products,  Inc  .82Totowa  Road,  Wayrie,  NJ  07470  or  Toshiba  Hawaii.  Inc  .Honolulu,  HI  96814 
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in  the  (■omi);iny's  noniciii  laluii — w  ill 
<)iit|>cfrin'iii  cxci'v  uiliiT  Ikhiic  iitTiic/ 
Mihill  Idisiiicss  clccl  nmics  cal ctiory 
i>\ri-  the  iH'.xi  I'ixc  years. 

Wnliirc  ])r()j('cls  that  sales  oj  spell- 
hi'fi,  elieekers.  (lata  ort^aiiizei's.  plume 
dialers  and  llie  like  will  increase 
jiereeiil  a n n ua  1  ly.  Tl lal  e(ini|tai'es  w  ll  li 
projeeled  unit  sales  Ljains  id'  17.7 

]>ereelil   nn  deskl<i]i  Jiersonal  la.x 

ina<  liiries  and  Ifi  ])ereciil  on  desklnp 
personal  eo|)iers. 
IVM-k«'(  Se<-n'(ai\\ 

III  addilion  to  liand-lii'ld  spelling 
ehcckers  Ironi  l'"ranklin.  Selei  1 1( unes 
and  Smith  (  oroiia  l  he  hand -held  (  at  - 
e^<>r\    inelndes  so-called     clccl  ionic 

<n'i4aiii/ers."  li  s  no!  sii rjnisi n;i  lhal 
(  asio  and  Sharj)  a  re  I  w  i  oT  t  he  IcadinU 
de\ elopers.  al<)n<^  w  il  li  I'sioii.a  I'.ritisli 
conipnier  company,  ol  hand-held 
orj^ai!  i/eis.  lioth  Casio  and  Shai]) 
were  io!!'.'  aeiive  in  lo  scieiiliric  cal- 
eulaloi  'M^  ill  ess.  anil  ha  ml -held 
or;4anize!  i-cally  an  oiil^row'th 

Ol'tlial  ler  li||ol();4y. 

Or^anizeis.  such  as  Sharp  s  Wi/ard. 
(  asio's  I  'I  iSS  and  I'sion's  ( )vJ^ii\\i/A'v  II. 
can  stoic  liimdredsorplirnii'  niimliers 
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in  a  eross-rereicneed  datiihasc  lormat. 
track  api)oint  ments  in  a  calendar/ 
datehook  section,  record  and  stor<' 
mi'inos  and  tally  an  ('X])ense  re])ort. 
Althoiij^h  some  of  the  mamil'actnrers 
arc  relnctant  to  call  theii'  prodncts 
miniatnre  i-omi)uters.  lor  tear  ofalien- 
atinti  potential  customers  wlio  ai'c 
only  too  tilad  to  leave  their  !'('  in  the 
olTiee.  some  of  the  ol'^ailizers  will 
wol  k  with  add-on  cards  or  eartridi.ies 
lhal  contain  s|)eei  I'i  c  a  ppl  i  ca  I  io  n 
I  >  r<  >'J,  ra  ms. 

Still,  most  hand-held  oi',i>anizers 
lia\i'  small  keyboards  and  displays 
more  icminiscent  of  calculators  t  han 
coin|)Uters,  and  not  even  the  most 
cut  liusiast  ie  adherents  l)elic\c  tin' 
products  ha\<'  anything  in  common 
w  ith  la|)top  com|)Uters.  ot her  t haii  the 
fact  that  hoth  o])erate  on  batteries. 

The  Wizard  addresses  the  needs  of 
peo|dc  w  ho  don't  ha\'e  lar!4e  data 
entry  needs."  says  (lil  Dehiso.  Shar|) 
Personal  Home  office  Kleclronies 
national  marketiiif^  manaj^er. 

Usei's  may  want  to  stoi'e  "some  par- 
ticulai'  |)iece  of  a  spreadsheet  they 
want  to  ic\iew.  '  he  adds,  though 
iicilhci-  lieLiso  nor  his  eounterpaits 
with  other  manufacturers  suf^j^est 
anvone  would  want  to  manipulate  an 
cnlire  spreadsheet  on  a  hand-held 
oi  Ljanizel'.  e\cn  if  it  weic  possible.  Hut 
how  many  peo])le  expect  to  slij)  a 
s|)readsheei  in  ajacket  pocket? 
Shrinking  <  onipiilcrs 

Till'  bridLie  ])roducts  Ix'lwcen  hand- 
held or<^anizers  and  la|)top  coin|)Ulcrs 
are  taking  shape  though,  in  Silicon 
\alle\.  w  here  se\cral  r(dativ(dy 
unknown  startn|)s  are  developing 
notebook-sized  eom|)uter's  that  would 
I  iffer  all  (he  In  n  el  ional  i  I  \  of  hand- 
held or;4aiiizers  phis  I  he  ability  to  |)er- 
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form  more  sophisticated  conij)utii 
Amon^  them:  Information  Ap])liaii 
in  Palo  i\lto,  l'o([et.  based  in  Sum 
vale  and  y\^ilis.  in  Mountahi  View. 

"Many  of  these  models  are  litt 
more  than  a  keyl)oard  and  a  flat  d 
play  screen.'  says  Venture  I)evel( 
ment  analyst  .Julie  Voss.  "'Hut  theyii(|; 
;ible  to  run  spreadsheets  like  Lot 
1-2-3  ami  word  ]>roeessin^  softwa 
like  Word  Perfect.  " 

Information  Appliam  e,  for  exai 
pie.  has  de\'eloi)ed  a  notcbook-siz^ 
]>ro(h!ct.  dubbed  'I'he  Swift,"  a  1 
inch  by  1 1-ineh  com])uter  that  weig 
about  foiu'  pounds  and  includes  wo 
processing  and  sehedulinf^  softwa 
as  well  as  a  eomnuniieations  port 

"We're  workinji  on  manufaetu 
inti  and  marketinj^  now.  "  says  Mil 
Taoyama,  the  company's  chief  oj)en 
officer.  Taoyama,  a  foi  iner  en 
neer  with  Ricoh,  says  The  Swi 
should  retail  somewiiere  betwec 
$700  and  $1.00(t  when  the  compai 
bcf^ins  shipi)in^  about  the  middle 
the  next  year. 

Several  m)tebook-size(l  PCs  ha 
already  apjieared  in  stores.  Zeni 
Data  Systems— which  will  niainta 
that  name  under  new,  Preneh  owny 
shi|) — this  past  July  unveiled  whattl 
comjiany  calls  its  "",\linisPort,' 
$1. !»!».")  su^;4i'sted  list  ])riced  IB 
compatible  PC  that's  one-inch  thi 
and  weighs  six-pounds. 

At  $3!)!). 05  and. just  under  oi 
})ound.  y\tari  Coni])Uter"s  Portfo 
is  less  expensive  and  lif^hter.  The  IB 
compatible  P( '  includes  a  Lotus  fi 
i-onipatil)le  s|(read  sheet  in  i 
internal  memory.  "We  expect,"  sa 
Atari  marketing  vice  presideri 
James  Fisher,  "t  o  sel  1  1(  )0.000  of  the 
by  Chi  i.st  mas."" 


WORIDWIDE  MARKET  EXPENDITURES 


HEAVY  EQUIPMENT  DIVISION 


AFRICA      NIIDDIE     EUROPE     EAR  EAST  NORTH 
U^j  AMERICA 

isiness  success  doesn't  only  depend  on  what  you  say  But  often,  on 
ay  It.  Minolta's  EP  4230  multicolor  copier  makes  whatever  you 
y  more  impactful. 

_  Thanks  to  our  exclusive  Simul-Color  111™ 

process,  you  can  generate  eyecatching,  three- 
color  copies  in  one  pass.  Three  times  as 
fast  as  other  machines,  which  need  a 
separate  pass  for  each  color 

Now  you  can  combine  black  and 
your  choice  of  two  other  colors  (red, 
blue,  sepia  or  green)  m  three  different 
sections  of  the  original.  And  watch  your 


REVENUES  BY  DEPARTMENT 

But  the  EP  4230  has  more  features  than  meet  the  eye.  Like  quick  erase, 
which  lets  you  delete  image  from  parts  of  the  copy  Or  job  programming 
that  allows  you  to  set  up  three  different  operational  sequences  in  advance. 
Or  the  Minolta  Intelligent  Commander  An  option  that  gives  you  even  greater 
programmability 

Plus  the  innovations  you've  come  to  expect  from  Minotta.  Like  auto 
paper  selection/auto  magnification.  Duplexing.  And  a  50%- 200%  zoom. 

With  this  kind  of  capability  the  EP  4230  won't  just  improve  your 
productivity  It'll  improve  your  image.  So  call  1-800-USA-DlAL, 
Ext.  777  for  the  Minolta  dealer  nearest  you. 


COLOR  COPIERS 


charts,  graphs,  even  interoffice  correspondence  come  to  life,       only  from  the  mind  of  Minolta 


MINOLTA 


IS  a  trademark  of  Minoilo  Corporation  c,1989  Minolta  Corporation 
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<•  (■  ;i  III  I  < )  1(1  <•  r  1 )  i  c  ( II  !4  ll  I 
Aiiici  i(  ;iii>  liniiir  mux  irs  (ill  TW  Now 
clccl  i(  lilies  II  liiiiiiliK  liners  wall  I  Id  dd 
llic  same  lor  llic  laiiiilN  siiapsliols. 

l  irsi  lor  |)liol(ijoiiriialisls  and  ol  her 
liKilcsslonal  |ili(il(i^ra|>licr.s  and  now 
lor  (■onsnnicrs.  niaimracl  iiici  s  liaxc 
(l('\ cldlicd  slill  \  idco  sysicnis  thai 
rcplai  (■  con  \  (■  II I  idiia  I  silxcr  halidc 
lilni  W  illi  a  \ai  lcl  v  oT  clccl  roiilc  sior 
ai^c  (|c\  ices.  Allllollj^ll  all  llic  sysldiis 
can  (  (iiixcrl  iniaL*cs  lo  hard  cdlix 
lliroiiLili  color  llicriiial  die  ]>iiiilci.s. 
.slill  \i(lco  rcall\  alius  lo  displaN 
i  tnaUcs  (III  si  a  iida  i(  I  (  ( iloi  IN'  sci  s. 
Il<  nee  llic  name 

Slill  \i(icd  c(|iii|iiiiciil.  al  Icasi  any 
dials  now  on  I  lie  niarkcl ,  is  I  lascd  on  a 
.lapancsc  slaiidard  aUiccd  lo  liy 
Canon.  So  n  \  .  Kodak.  Hitachi. 
Ma  i  s  li  sli  i  t  a  .  Minolla,  <>l\iiipns, 
Tosliilia  and  -'d  oilier  (  (iinpaiiics.  il 
replace.-^  i.ii.  'd<iraplil(  liliii  willi  an 
('l('clroni(  lnl,l^er.  w  liieli  records  dii4i- 
lally  (inid  a  iwd  iiicli  in  k  id  floppy 
cdininiler  di  k. 
Sharp  l'i<  (ni'<'s 

The  cameras  (  an  sldic  lieiuceii  '2'> 
and  .")()  imaUes  per  disk  uilh  picinre 


(jiialilN  idiiLihly  e(|ni\ alciil  Id  a  Liodd 
dpiical  laser  Nldcddise.  ('aiidn's  cdii- 
sniiier  caiiieras  cdiiiieel  (lireclly  td  a 
'r\'  sei.  w  hile  S( my  s  eiiipld\  a  sc] laralc 
displax  niddiile  lliat  cdiiiiceis  id  the 
Heeaiise  Ihe  images  are  rccdi'ded 
(ii^ilaU>.  tlic\  can  aisd  lie  l  ran  sin  ill  cd 
d\cr  lelcphdiic  lines — a  realnre  llial 
o Ilia  11  i za  1  i d  11  s  Irdiii  I'SA  'i'ddax  Id 
.  I'ciiiie>'  lia\c  1(11111(1  iii\ahialile  lor 
slii|ipiii!4  images  iiislanlaneoiisl\ 
I  r( nil  one  end  ol  I  lie  lJIoI le  to  allot  lie r. 

Altlidn,i4li  Sony  tirst  aiiiioiiiiced  a 
ludlotype  still  \  idco  system  in  liilil. 
commercial  and  then  consumer 
cameras  and  aceessdries  liaxc  (Hily 
liecome  a\ailalile  oxer  llie  last  three 
years.  Sony.  r(ire.\ani|ile.  slarl cd  delix  - 

elillLi  a  cdinplete  pr(  iressi(  ilial  s\s|eill 

jiisl  last  Near. 

Ill  addition  to  cameras,  liotli  Sony 
aiKh'anoii  lia\clinilt  rccord/plaN  hack 
(lc(  ks.  phone  I  laiisinissidii  units. 
iiilerehanUealile  lenses  and  e\cii  edil- 
in,L;( leeks  thai  can  inle^^rate  .still  x  ideo 
w  ith  other  x  ideo  and  com])nler-liase(i 
( leskl(  ip  \  i(  le(  I  s(  111  r(  •(  'S. 

pical  of  the  cal  cLiory  is  ( 'ain  m  s 
U<'  701  camera,  w  hich  accepts  iiiter- 
I  liaiij4<'ahl('  lenses — including  aii\  ol' 
llic  eompaiiN  s  Fl»  series  l^omin  SLK 
lenses— and  realnicsa  cdml>inalioii  of 
•  iriiiim  and  \  ided  (  aiiK  (irder  t'ealures. 
siicli  as  \arialile  shutter  sjiceds.  antd 
w  liile  lialaiiee  and  aiild  e.vposiire. 

( ■(  111  li)4ii  re(|  with  a  liallery  i)a(  k. 
1  1  (ilimin  /.(idiii  lens  (c(pii\aleiil  in 
■'idimn  pli( il( iiira] iliK  I criiis  l( I  a  14iiiiii 
Id  L!li4iiiiii  lens),  the  camera  lists  Idr 
.$!!.. AlllidiiLjIi  t  raiisceixcrs.  Idr 


Jusc  as  wicleocasse«« 
recorder  malceri»> 
have  develope 
Higher  resolution  foi 
mats  in  Che  ias«  «hreiiM 
years,  s«ili  video  ha 
i«s  own  high-ban 
system. 


4. 


I  ransmill  iiiii  images  oxer  pii(  me  Hik 
run  upwards  ol' $20,000.  it  s  possil 
lo  paekaf^e  a  camera.  playl)a(  k  ui 
and  thermal  printer  for  about  $5.0U 
And  thai,  say  manufacturers,  rcpj^ 
seiils  a  cosl-el'l'ecli\-e  method  (if  ercj 
iiifiaiid  inl  e^rat  i  nji  still  imaji^ 
within  a  \  idcn  luodiietion  facility. 

Consumer  still  \  idco  systems  (•( 
cdiisideralilx  less,  ('aiioirs  HC-2' 
dulilied  the  "Xa]!  Shot"  liy  the  cdi 
pany.  lists  for  $7!t;).  e()mi)lete  with 
1  Imni  lens,  wliicli.  because  of  a  diff 
eilce  in  the  eleclrdllie  ima^e  seiisi. 
(•(irrespdiids  to  a  (iOmm  lens  in  t 
•'>.")imii  pli(il(i^ra|)liic  wdi  ld.  its  stai 
ard  product. 


ARE  32  WAYS  TO  STOP  A  SAMSUNG.  THIS  IS  NUMBER  21. 


OUR  TELEVISIONS  LEAVE  THE  SAMSUNG  FACTORY,  WE  PERFORM  A  BATT 


RIGOROU 


TESTS.  THAT'S  WHY  OUR  TELEVISIONS  CAN  STAND  UP  TO  ANY  PUNISHMENT  YOU  CAN  DISH 
TH,,  PERHAPS,  A  FEW  EXCEPTIONS.    ALMOST  INDESTRUCTIBLE.  CRSAMSUNG 


THE  FUTURE  OF  ELECTRONICS 


SPECIAL  ADVEK'I'lSlNCi  SKCTlOiN 


)tDflD  LIf @  ©n  ClhaninieD  Thp 


New  Aiul  Iinprovcd 

Just  as  videocassette  recorder 
inakcrs  have  developed  higher  resolu- 
t  ioii  formats  in  the  last  three  years, 
still  \'id('o  has  its  own  high-hand  sys- 
tem. Some  of  the  high-hand  cameras 
have  heen  rated  at  400  lines  of  hori- 
zontal resolution,  similar  to  the 
])erformance  of  Super  VlIS  VCRs. 

Still,  not  even  the  most  ardent  still 
video  fans  will  match  it  against  j)hoto- 
grai)hic  lilm.  Manufacturers,  instead, 
expect  to  sell  still  video  as  a  more 
convenient  format,  one  with  instant 
gratification. 

And  they  ])oint  out  that  the  re- 
search lahs  hold  promise  foi-  even 
more  impressive  imaging. 

Tosliiha — one  of  the  leading  semi- 
conductor manufacturers  in  Japan — 
anil  Fuji,  this  past  March,  announced 
the  development  of  a  digital  still  video 
system  that  stores  images  on  an 
EEI'RAM  (Electronically  Erasahle  Pro- 


granmiable  Random  Access  Memoi 
IC  card  rather  than  a  floppy  disk.  T 
two  companies  have  <'alled  for  the  c 
ation  of  a  new  still  video  standa 
based  on  their  .system  by  next  Man 
And  that  could  lead  to  professioi: 
video  models  by  sometime  lat 
in  1990. 

And  at  the  International  Audi' 
Video  Fair  in  Berlin  this  past  Augu 
Thomson  Consumer  Electronic 
which  markets  under  the  RCA  ai 
(leneral  Electric  consumer  electro 
it  s  brands  in  (he  fi.S.,  demonstratei 
still  video  system  based  on  opti( 
laser  technology.  Thomson "s  so-eall 
MOD  St  ill  Video— for  Magnetic  Opti* 
r)is( — records  images  on  a  special 
treated  compact  disc.  Thomson  eri 
neeis  say  one  disc  can  store  up 
1.500  images  with  R<  IB  video  qualit 

And  that  should  be  enough  for  ai 
familv  album. 
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R)r  power  and  value, 
/s  me  smart  idea  fax 


Fax  buyers  have  a  tough  choice:  Choose  a  fax 
with  lots  of  features-and  a  hefty  price  tag. 
Or  choose  a  low-priced  fax— without  some  of  the 
capabilities  that  make  fax  so  convenient. 

Now  there's  another  choice-the  dex'^  150 
PowerFax^"^'  facsimile  from  Fujitsu.  It  combines  the 
most  useful  fax  features  with  one  you  won't  find  on 
any  other  fax  in  its  class-a  reasonable  price. 

With  a  dex  150  PowerFax^"^',  you  get  features 
you  won't  find  on  many  low-cost  facsimiles.  Like  an 
automatic  cutter  A  full  20-page  memory.  And  an 
extra-large  operator  panel  that  makes  it  remarkably 
easy  to  program  up  to  228  one-touch  and  speed  dial 
phone,  fax  and  backup  fax  numbers-or  to  broad- 
cast a  message  to  multiple  locations. 

Then  there's  the  dex  150's  automatic  step-up 
modem  and  CCITT  error  correction  for  faster, 
more  accurate,  more  reliable  transmissions.  Plus 

Fujrrsu 

The  global  computer  &  communications  company. 


conveniences  like  Fax  Forwarding^"  (a  memory 
storage  and  remote  retrieval  feature),  custom  head- 
ers and  voice  messaging  you'll  seldom  find  on  other 
facsimiles-at  any  price. 

Best  of  all,  every  dex  150  is  designed  and  built 
for  rugged  reliability,  by  a  world  leader  in  com- 
puters and  communications.  And  it's  backed  by  a 
dedicated  nationwide  fax  service  organization  with 
over  20  years  of  experience. 

When  you've  seen  Fujitsu's  dex  150  PowerFax^", 
you'll  know  it's  something  very  special-a  full- 
featured  fax  at  a  reasonable  price. 

For  complete  information,  contact  Fujitsu 
Imaging  Systems  of  America,  Corporate  Drive, 
Commerce  Park,  Danbury,  CT  06810.  Or  call: 
1-800-243-7046. 

dex  IS  a  registered  trademark  and  Fax  Forwarding  and  PowerFax 
are  trademarks  of  Fujitsu  Imagintj;  Systems  of  America.  Inc 
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HDTV  Takes  IBr©®dl  View 


T   H  e 


I— I 

■  li^i  iM-riiiitioii  T\'  is  the  best 
thiiiti  to  liappfii  to  t<"l<'\i.si(jii  since  tlif 
XBC  jx-acock  signalled  the  start  of  the 
color  era.  But  it's  still  far  enough  off 
that  even  Johiniy  Carson  may  finally 
call  it  a  night  before  U.S.  consumers 
get  more  than  a  peek  at  the  new 
technology. 

HI)T\'  system  (levelo])ers  have 
demonstrated  their  i)rogress  at  a 
variety  of  trade  shows,  including  the 
Summer  (  onsumer  Electronics  Show 
in  Chicago  and  before  legislators  and 
regidatory  officials  in  Washington. 
Hut  even  the  most  optimistic  among 
them  suggest  IID'IA'  broadcasts  are 
I  hree  to  five  years  off. 

Still,  reports  on  progress  towards  a 
IS,  Iir)T\' system  keeps  filtering  back 
to  '  onsumers.  many  ol  whom  drool  at 
the  I  liatii  e  to  t»uy  the  next  great  elec- 
tronics product.  And  a  few  T\'  manu- 
facturers comj)lain  privately  al)out 
getting  (  aught  in  the  middle:  they 
can  t  scU  a  [U'oduct  that  doesn't  yet 
e.xist.  bui  the  more  they  talk  about 
III  )'r\'.  the  1 1  ss  some  consumers  think 
of  convr'Htional  sets. 

A  senior  exec  utive  with  a  Japanese 
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T\'  manufa<  turer  griunbleil  recently 
about  losing  sales  to  High  Definition 
T\'.  ■People  are  holding  off.  especially 
on  big  screen  T\'.  because  they  think 
HDT\'  is  going  to  be  here  tomorrow. " 
he  said  bitterly.  "You  know  it  s  not. 
I  know  it's  not.  but  they  don't." 

That  view  is  by  no  means  unani- 
mous, though.  "We  haven't  seen  any 
impact  at  retail  because  of  HDTV." 
insists  Jim  Palumbo.  president  of 
Sony  Constimer  Display  Products. 
'Picture  quality  i.sn't  the  only  rea.son 
jjeojjle  buy  T\'.  It  s  a  home  enlertain- 
mem  product." 
Theater-Quality  TV 

Still,  the  publicity  generated  by  the 
development  of  HDTV  is  imderstand- 
al)le.  Not  only  does  it  i)romise  superb 
pictures  aitd  sound— rotighly  compa- 
raljle  to  what  .\mericans  are  used  to 
viewing  in  a  good  movie  tlieater. 
though  on  a  smaller  scale — but  it's 
generally  seen  as  a  potential  fresh 
start  for  television  manufacturers, 
with  billions  of  dollars  in  new  .sales 
beckoning. 

Perhaps  a  half  dozen  or  so  HDTV 
system  developers  ha\'e  a  serious  shot 
at  witining  the  approval  of  the  Federal 
Communir  ations  Commission  to 
imj)Iement  a  V)n)ad<  ast  system 
for  the  U.S. 

Any  of  those  systems  rejjresents  a 
startling  imjjrovement  over  the  cur- 
rent broadca.st  standard.  For  starters. 
HDIA'  will  offer  a  wider  i)icture.  with 
a  lti:9  aspect  ratio— the  width  of  the 
picture  compared  to  its  height  — 
\' e r s u s  the  4:3  aspect  ratio  of 
conventional  T\'. 

That  i)icturc  will  contain  roughly 
four  times  as  much  picture  detail 
because  it  doutdes  the  number  of 
scanning  lines  used  to  create  a  televi- 
sion j)icture  and  contains  greater  ver- 
tical resolution.  Those  pictures  will 
also  come  with  comjiact  (iisc-(iualii\' 
.stereo  sound. 

International  (  ompetitors 

The  de\clopers  \  ying  Ibr  the  chance 
to  develop  an  IIDTX'  broadcast  sy.stem 
for  the  U.S.  includes  a  United  Nations- 
like  amalgam  of  Jajjanese.  French. 
Dutch  and  American  companies: 
Thomson,  from  France.  Philips  from 
the  .Xetherlands.  Japan's  NHK  and 
Zenith  in  the  United  States.  All  of 
them,  as  well  as  a  several  other  HDTV' 
developers,  have  demonstrated  at 


least  rudimentary  e.xamples  of  h( 
their  system  would  look  on  a  tele 
sion  screen,  and  in  some  case 
they've  displayed  live  images. 

XBC.  which  has  allied  itself  wi 
Thomson  and  the  David  Sarnc 
Research  Laboratories  to  develop 
two-.stage  approach  to  HDT\'  dubb 
Advanced  Compatible  Televisic 
(ACT\1.  this  p-dst  Ai)ril  20th  broadcs 
ACT\'  I.  the  first  .stage  of  the  systei 
during  its  New  York  City  affiliatt 
WNB( '  "Li\  e  at  Five"  newscast.  .\nd 
August  at  the  International  Audi 
Video  Fair  in  Berlin.  Thomsc 
unveiled  a  working  HDT\'  receivi 

The  34-inch  receiver  is  expected 
co.st  a  hefty  $5,000  when  it  goes  ( 
sale  in  Europe  next  fall — about  t! 
time  when  limited  widescree 
thtjugh  not  high  detniition.  .satelli' 
delivered  television  programming 
e.xpected  to  begin. 

At  least  in  j)art  because  Unite 
States  HDT\'  de\eloj)ment  is  conce 
trating  on  terrestrial  broadcasting 
and  a  system  cf)mpatible  with  conve 
tional  T\'  broadcasting — rather  th; 
tlic  sat  ell  i  t  e-(l  el  i\ered  serviC' 
j)lanned  for  Euri  )pe  and  Japan.  .Ame 
can  consimiers  almo.st  ceitainly  fa 
several  years  more  of  4:3  pictur 
before  the  first  widescreen  telecai; 
.start  here.  But  there's  a  chance  th 
Thomson  and  some  other  manuft 
tiu'ers  might  begin  selling  first-gene 
ation  HDTV  receivers  in  the  U.S. 
early  as  1991  if  a  clear  front  rimn' 
emerges  from  the  pack  of  would-- 
system  de\'elopers. 


ow  you  can  open  a  branch  office 
at  the  following  locatbns: 


Presenting  the  Smith  Corona  PWP  7000 LT  Laptop  Word  Processor. 

he  Smith  Corona  PWP  7000LT  is  the  world's  first  laptop  personal  word  processor.  It  lets  you  open 
ffice  anywhere  you  can  sit  down.  That's  because  the  PWP  7000LT  can  do  everything  a  desktop  word 
essor  can  do,  everywhere  a  desktop  word  processor  can't  go. 

)Ut  portability  alone  isn't  the  reason  the  PWP  7000LT  is  a  sound  business  decision.  It  also  has  a  letter- 
ity  Daisy  Wheel  Printer  and  optional  CoronaCalc "  Spread-  .     ^"^''^^^^^  ^ ^ y  ^  ^ , , 

t  program.  That  means  the  PWP  7000LT  can  do  most  things 
most  people  use  a  desktop  PC  for  And,  it  can  do  everything 
h  more  affordably 

'urthermore^  the  PWP  7000LT  has  a  16  line  by  80  character 
dit  supertwist  display  a  90^000  word  Spell-Rjght'  Dictionary 
mmar-Right  System,"  unlimited  memory  with  our  DataDisks, 
ptional  Sheet  Feeder  and  a  Rechargeable  Power  Pack  that  lets 
write  for  up  to  ten  hours  between  charges. 
lO^  if  you're  planning  to  go  far  in  business^  buy  a  PWP  7000LT, 
you'll  have  a  word  processor  you  can  take  along  with  you. 


EE2S 


filiillli  SMITH 


PeRSONAL  WORD  PROCESSORS 

THE  it.TE^LiGENT  ALTERNATIVE  TO  THE  PC  • 


For  more  information  on  this  product,  write  to  Smith  Corona  Corporation,  65  Locust  Avenue,  New  Canaan,  CT  06840 
or  Smith  Corona  Canada,  440  Tapscott  Road,  Scarborough,  Ontano,  Canada  MlB  1Y4 
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VIEW 


CU500CK 


Jungs  happen  when  you  continuously  reach  for  the  top.  Take  Hitachi.  We're  responsible  for  some  of  the  most  innovative 
:ts  on  the  market.  Proof:  Our  VM-S7200A  Super- VHS  camcorder  It  features  400  lines  of  horizontal  resolutioa  Profession- 

ng  capabilities.  And  a  built-in  character  generator  In  other  words,  it's  the  next  best  thing   

ling  a  HolK-wood  soidio.  But  what's  e\'en  more  important  is  that  we're  at  the  pinnacle  Vrviy  LJ  ITVVf^  H  I 
inological  excellence  m  a  number  of  fields.  And  that's  the  beaut}'  of  it  all.  ■  I  ■  III 

Hitachi  Sales  Corp.  of  America  Phone:  (213)  537-8383  Hitachi  (HSC)  Canada.  Inc.  Phone:  (4161  821-4545  Hitachi  Sales  Corp.  of  Hawaii.  Inc.  Phone:  (808)  836-3621 

Simulated  TV  piciure 


KeepSno  Up  With  th®  Jets©ini; 


X  H 


I 


s  there  anyone  who  hasn't  once 
pointed  a  TV  remote  control  at  some- 
thing, or  someone,  else  in  the  vain 
quest  for  peace  and  quiet?  No  one's 
invented  a  remote  that  silences  a  teen- 
ager's whine,  but  there  is  hope  for 
ruling  the  rest  of  the  roost  from  the 
living  room  couch. 

A  broad  group  of  consumer  elec- 
tronics and  home  appliance  manufac- 
turers over  the  next  two  years  expect 
to  liegin  delivering  most  of  the  compo- 
nents necessary  to  devise  integrated 
home  automation  systems.  Although 
there  are  at  least  two  competing 
standards — one  develo]>ed  under  the 
auspices  of  the  Electronic  Industries 
Association  and  another  devised  by 
the  National  Association  of  Home 
Bii  1 ! (Icrs— neither  is  expected  to 
hindcc  the  development  of  the  other. 

More  ft  en  than  not,  home  automa- 
tion co;;  i  n  es  up  one  of  two  images: 
George  .j<  , m  leading  an  idyllic  21st 
Century  c.  ;i  •nee  in  the  Saturday 
morning  can,:*;!!  series,  or  HAL  the 
homicidal  conii-iHi  r  wreaking  havoc- 
on  a  deep  space  ] ; "( '  le  in  2001:  A  Space 
Odyssey.  The  19L      reality  will  have 


little — thankfully — in  common  with 
either.  It  may  just  seem  that  way 
at  first. 

The  two  home  automation  systems 
are  better  known  as  the  NAHB's  Smart 
House  and  the  EIA's  CEBus™  Smart 
House  employs  a  proprietary  hard 
wiring  system  to  link  everj^hing  from 
TV  sets  to  dishwashers  in  a  single  con- 
trol network  and  is  designed  more  for 
new  homes  than  as  a  retrofit  option 
for  existing  houses.  CEBus™  works 
with  existing  wiring  and  special 
"  bridge"  devices  that  carry  control 
instnictions  across  power  lines,  tele- 
phone wires,  infrared  and  radio  fre- 
quency sensors  and  even  coaxial 
cable. 

Both  those  systems  approach  the 
electronics  in  a  home  much  as  build- 
ers view  the  house  itself— an  intrinsi- 
cally linked  structure.  And  that 
includes  anything  powered  by  elec- 
tricity: the  lights,  the  heating  and  air 
conditioning  systems,  home  security 
and  even  the  garage  door  The  systems 
are  designed  to  allow  home  owners  to 
"talk"  to  their  home  through  several 
options,  ranging  from  a  simple  con- 
trol pad  in  a  wall  to  hand-held  remote 
controls  that  access  on-screen  menus 
from  the  TV  set — or  even  voice  recog- 
nition chips  that  will  respond  to  basic 
commands. 

Because  the  telephone  is  part  of 
both  networks,  .someone  at  work  will 
be  able  to  call  up  their  home,  receive  a 
status  report,  adjust  the  temperature 
and  preheat  the  oven  before  leaving 
the  office.  More  important,  the  service 
company  responsible  for  maintaining 
the  washing  machine  will  be  able  to 
dial  it  up  and  diagnose  a  problem 
before  sending  out  a  repairman. 

Those  capabilities  will  arrive  in 
stages,  though,  as  appliance  and  con- 
sumer electronics  manufacturers 
work  up  from  basic  home  automation 
components  designed  for  the  do-it- 
yourself  market  to  finished  products 
incorporating  home  automation 
intelligence. 

Intelligence,  in  fact,  is  the  key  word. 
Preventing  Mixed  Messages 

Not  only  will  CEBu.s^"  allow  a  com- 
mand message  to  travel  from,  for 
example,  a  telephone  line  through  to  a 
power  line  to  a  washing  machine,  but 
the  command  will  contain  coding  to 
ensure  it's  the  washing  machine  that 


turns  on  at  3PM,  not  the  toaster. 

Manufacturers  have,  in  effect,  take 
the  personal  computer  concept  of 
Local  Area  Network — with  the  exce 
tion  that  CEBus™  or  Smart  Rous 
links  VCRs  and  washing  machine 
instead  of  just  PCs. 

Some  consumers  may  remembi 
other  attempts  to  market  at  least  ru( 
mentary  home  automation  syste; 
but  CEBus'^"  adherents  argue  th 
approach  will  succeed  where  othel 
failed  because  it  has  been  developed 
a  standard,  rather  than  a  proprieta: 
system.  The  Electronic  Industri 
Association,  which  has  supervise 
the  development  of  CEBus™  says 
will  offer  the  technology  to  all  man 
facturers  for  what  is  expected  to  be 
modest  licensing  fee. 


The  syscems  are  de 
signed  co  allow  l«om< 
owners  «o  "«allc"  «« 
«nelr  Home  Chrougl 
several  options... 


Almost  as  important,  they  suggef 
CEBus™  is  expected  to  add  no  moi 
than  a  couple  of  dollars  initially  to  tl 
co,st  of  appliances,  TV  sets  and  tl 
like.  And  within  a  few  years,  the  co 
of  CEBus™  compatibility  may  fa 
below  a  dollar. 

"There  could  be  products  on  th  |^p^'' 
shelf  by  sometime  next  year,"  saj 
George  Hanover,  an  engineer  with  th 
Electronic  Industries  Association.  H 
notes  that  the  EIA  CEBus™  standai, 
for  power  line  usage  is  virtually  coni 
pleted.  That  would  allow  manufactui  * 
ers  to  begin  seeding  the  market  wit  ^^"^  ■ 
CEBu.s™  products. 

The  NAHB  similarly,  expects  to  ha^ 
at  lea.st  the  wiring  for  Smart  Rous 
available  in  some  parts  of  the  countr 
within  a  year  to  18  months. 

And  that  still  gives  them  a  health 
head  start  on  George  Jetson. 


lie 
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INTRODUCING  THE  PORTABLE™  COMPUTER  BY  ATARI 


Put  a  rocket  in 
your  pocket. 


cing  the  first  computer  that 
fits  in  your  pocket. 

i  --  reaching  into  your  pocket  — 
ng  out  a  computer!  ^ 
icing  the  Portfolio™  by  Atari, 
less  than  a  pound.  And  costs 
1  of  what  you  might  expect, 
on  the  plane  with  you ...  in 
.  .or  to  an  important  lunch. 

It's  so  small  and 
light,  you'll  forget 
it's  there.  And 
you'll  be  able  to 
write  memos, 
;s  orders,  schedule  appoint- 
almost  everything  you'd  do 
jffice  computer! 

al  applications  included  — 
even  a  spreadsheet! 

irtfolio™  comes  complete  with 
-2-3-compatible  spreadsheet,  a 
d  processor,  a  phone /address 
with  autodialer,  an  appoint- 
;ndar  and  a  calculator.  Menus 
iges  can  be  displayed  in  English, 
ir  German. 

lect  this  palmtop  to  your 
office  computer. 

e  system  of  peripherals  expands 
-sized  marvel  to  something 
e  remarkable  —  a  complete 
ice"  for  business  people  on 

ou're  hack  at  the  office,  upload 
i  into  your  office  computer, 
it  on  your  office  printer. 
i  the  Portfolio™  uses  MS-DOS- 
jatible  commands,  many 
'C  software  programs  are  now 
pted  and  will  soon  he  available 
10  users. 

weeks  on  three  AA  batteries. 

other  portables  with  power 
a  few  hours  (about  half  a 
e),  the  Portfolio™  gives  you 
ix  weeks  of  typical  use  with 
ndatd  AA  batteries.  And 
:ver  have  to  lug  a  heavy  Ni- 
tery  with  you  again.  You  can 
lange  batteries  without  data 
ree  AA  Duracell  batteries 
ided  with  your  purchase  to 
started! 


128K  amtmuously  fwut 
mtemui  RAM,  estermilK 
expanthibie.  and  256K  m- 
lemal  ROM  mth  DOS, 
BIOS,  and  applications 

Includes  5  applicatums 
spreadsheet  (Lotus'^ 
1-2-.?®  /ile<omptiIi()le), 
word  pnicessmg  (ASCII 
/ile<ompulil)le),  tele- 
phoneladdTesi  thiok  with 
tone  dudmg,  apfxjinlTnent 
diary  with  multiple 
alarms,  and  calculator 

256x64  pixel  graphics 
mode,  40x8  text  mode 
(with  a  moveable  window 
on  80x25  character 
display) 


60-pin  exptimum  bus 

Measures 
78"x4  l"x|.2" 
Weighs  15-87  oj, 

80C88  sKjttc  CMOS  pru- 
cessor  mm  at  4  9152  MH; 

Buili-m  32-pm  connector 
for  RAM/ROM  Memory 
Cards  (replace  /lopp-v 
dislu  for  stonng  liilci  and 
programs) 

6.i  positii'c-ai.'tion  Ice^s 
u'ltn  aiidilile  clicic  feed- 
back and  familiar 
QWEBTl'  ke^hmrd 

Super-iu'isi  LCD  screen 


iifl a  a 9 a g H 1  mm  m m ml 
0(1  a  a  a  a  a  a  m  ii  a  a  a  || 
flaa  a  ia mm  m  m  m[MMmmi 

m  a  a  a%  a  mim  isnnrmwM 


A ATARI 
COMPUTER 


A  computer  for  everyone. 

WotdPeifect  is  a  registered  trademark  of  WonJPerfect  Corporation.  Lotus  and  1-2-3  are  registered 
trademarks  of  Lotus  Development  Corporation.  MS-DOS  is  a  registered  trademark  of  Microsoft 
Corp.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corp.  Atari?  the  Atari 
logo,  and  Portfolio™  are  trademarks  or  registered  tradematks  of  Atari  Girporation. 


Peripherals  and  accessories 

■  Smart  Parallel  Interface.  Interface  to 
parallel  printers  and  exchange  file;- 
with  PCs.  includes  file  transfer  soft- 
ware tor  IBM  PC  and 

compatibles  $  49.95 

■  Serial  Interface.  Standard  and 
complete  RS-232C  interface 
tor  mcxlems,  printers,  and 

other  serial  devices  $  79.95 

■  RAM  Memory  Cards 

32K  $  79.95 

64K  $129.95 

128K  $199.95 

■  AC  Adaptor  $  9.95 

Call  now  —  and  hold  the  Portfolio'" 
in  the  palm  of  your  hand. 

Take  advantage  of  out  "try-me-free 
guarantee."  Order  your  Portfolio™  today 
and  keep  it  in  yout  pocket,  putse,  ot 
briefcase.  It  at  the  end  ot  30  days  you 
don't  think  this  is  the  most  vital 
business  tcwl  you've  evet  used,  simply 
tetum  it  for  a  full  refund. 

Don't  wait  anothet  moment.  The 
Portfolio'"  is  available  only  at  very 
select  Atati  dealeis  or  direct  ftom 
.Atari  thfough  ads  like  this  one. 

Call  toll  free  (800)  443-8020  today 
—  and  put  a  rocket  in  your  pocket. 


YES! 


I  want  the  Portfolio' 
by  Atari"  now. 


Be  sure  to  order  the 
penpherals  you  need!  To 
order  hy  mail,  please  send  a  separate  paper 
with  your  name,  company,  address,  phone 
number,  credit  card  number,  expiration 
date,  and  signature.  (Ot  pay  hy  certified 
check  Of  money  older.)  Purchase  price  is 
$399.95  plus  $8.50  for  shipping  of  1-3 
items;  $17.00  for  4-8  items;  and  $25  for  9 
or  more  items  ordered.  All  orders  are  ship- 
ped Federal  Express  for  quick  delivery.  CA, 
IL,  AZ,  MA,  and  NJ  residents  please  add 
sales  tax.  Limited  time  offer.  Order  toll  free: 

800 -443 -8020 

7  a.m.  to  5  pm.  (PT) 
Atari  Corporation  Portfolio  Dept. 

P.O.  Box  61657 
1206   Sunnyvale,  CA  94088 


TO  ORDER  CALL  800  M43«  80  2  0 


i!;j;.-i.i.Mi;nn 


TAPPING  THE  TALENT 
OF  RETIRED  EXECS 


A year  into  his  job  as 
head  of  Amrep,  Hank 
Picken  decided  that 
the  Marietta  (Ga.)  cleaning- 
products  company  needed  an 
experienced  line  executive 
to  oversee  its  four  plants.  He 
got  about  as  much  experience 
as  possible  by  hiring  a  retiree, 
a  64-year-old  former  procure 
ment  executive.  And  when 
Vera  Bradley  Designs  in  Fort 
Waj.Tie,  Ind.,  sought  guidance 
for  its  startup  luggage-mak- 
ing company,  it  got  free 
help  fr.-m  a  finance  executive 
who  had  just  retired  from 
Alcoa. 

Companies  large  and  small, 
new  and  established,  are  dip- 
ping into  a  growing  pool  of 
retired  executives  who  want 
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something  more  out  of  life 
than  golf  and  sunset-watch- 
ing. Tj-pically,  these  "senior 
execs"  are  collecting  a  pen- 
sion from  their  pre\"ious  em- 
ployers, have  paid  off  the 
mortgage,  and  no  longer  wor- 


ry  about  their  kids'  college  ex- 
penses. So  they  can  afford  to 
offer  their  skills  at  bargain 
rates — or  even  for  free.  Lo- 
cating them  doesn't  have  to 
be  a  matter  of  chance,  thanks 
to  organizations  devoted  to 


THESE  OUTFITS  PUT  RETIREES  TO  WORK 

SERVICE  CORPS  OF  RETIRED  EXECUTIVES  (800  368-5855  )  offers  free 
counseling,  workshops,  and  publications  to  small  businesses 

SENIOR  CAREER  PUNNING  &  PLACEMENT  SERVICE  (212  529-6660) 
finds  skilled,  top-level  retired  executives  for  full-  or  part-time  sal- 
aried positions 

NATIONAL  EXECUTIVE  SERVICE  CORPS  (212  529-6660)  recruits  retir- 
ees for  nonsalaried  management  and  consulting  stints  with  non- 
profit organizations  and  government 

INTERNATIONAL  EXECUTIVE  SERVICE  CORPS  (203  967-6000)  pro\ides 
volunteer  advisers  for  business  and  government  in  developing 
countries 


matching  the  right  pelp,. 
with  a  company  that  ni 
help  (table). 

Picken  found  his  new  f. 
president    for  operatii"" 
Douglas  Wexler,  through^, . 
nior  Career  Planning  &  P  g 
ment  Service.  The  New  Y  , 
based  nonprofit  agency  w  j."'.  \ 
with  32  affiliated  perso  ^.C 
centers  across  the  countr 
FREE  ADVICE.  Wexler  ackE  f 
edges  that  he's  making 
than  he  did  as  \ice-presi 
for  international  procureB 
at  Talley  Industries'  Greijj 
Time  Div.  But  Picken, 
has  hired  four  retirees 
the  years,  says  saving  mi|j 
isn't  his  main  goal: 
with  a  wealth  of  experiff^'^ 
you  get  the  knowledge 


PERSONAL  BU  ,. 


)n  is  going  to  concen- 
the  tasiis  at  hand — 
worrying  about  office 
r  getting  a  promotion 

ne  free  advice  tliat 
irn  a  $500  investment 
mpany  with  sales  ap- 
g  $5  million,  the  own- 
era  Bradley  Designs 
he  local  office  of 
Service  Corps  of  Re- 
cecutives).  SCORE  is 
d  by  the  Small  Busi- 
ministration,  and  its 
rs  are  unpaid  consul- 
fter  you  fill  out  a 
naire  to  pinpoint  the 
help  your  company 
:ORE  sends  along  one 
lunteers. 

an  be  especially  help- 
irtups  whose  owners 
tie  about  running  a 
"We  are  creative 
ith  no  bottom-line  ex- 
,"  says  Pat  Miller, 
3ra  Bradley's  owners. 
;ribes  the  company's 
George  Cook,  as  "a 
ill-trades"  who  of- 
idance  in  everything 
mces  to  personnel  to 
f  control. 

>E.  When  your  com- 
a  specific  short-term 
complete,  it  often 
lore  sense  to  hire  a 
lan  part-time  help  or 
endent  consultant.  So 
3  Ed  Bullock,  who 
rly  retirement  from 
after  20  years  and 
was  hired  by  Boston 
Energy.  "I'm  work- 
ime,  as  time  requires, 
particular  project  set 
plains  Bullock,  who 
3b  through  the  Senior 
'lanning  &  Placement 

u  hire  a  consultant, 
s  in  and  sells  his  ex- 
it a  high  price  but 
thing  himself,"  he 
■  you  add  part-timers, 
i  people  who  at  best 
i-loyal  to  the  compa- 
)  a  boon  for  Bullock's 
ployer:  His  medical 
urance  benefits  are 
his  former  company, 
es  themselves  have 
ifferent  reasons  for 
ack  to  work:  They 
V  people,  learn  about 
3mpany,  and  stay  ac- 
ey  also  enjoy  using 


their  knowledge  without  feel- 
ing like  part  of  the  rat  race. 

Some  even  take  their  exper- 
tise overseas.  Martin  Liebhold 
sold  his  Los  Angeles  furni- 
ture company  three  years  ago 
and  signed  up  with  the  Inter- 


Autos 


TWO  WAYS  TO 
SAY  BMW 
IN  JAPANESE 


E! 


ven  before  Lexus  and 
Infiniti  hit  the  show- 
room this  fall,  experts 
were  hailing  the  new  Japa- 
nese luxury  sedans  as  worthy 
competitors  for  Europe's  best 
cars.  As  soon  as  you  settle 
into  the  drivers'  seats,  you'll 
see  what  the  experts  meant: 
Toyota  and  Nissan  have  done 
it  again. 

The  Japanese  auto  giants 
have  crossed  the  perfor- 
mance, handling,  and  style  of 
European  sedans  with  the 
amenities  and  smoother  ride 
Americans  prefer.  And  with 
prices  of  around  $40,000, 
they're  selling  for  tens  of 
thousands  of  dollars  less  than 


national  Executive  Service 
Corps.  He  has  since  taken  two 
trips  to  Damietta  in  northern 
Egypt,  where  he  helped  mod- 
ernize production  so  furniture 
craftsmen  there  can  compete 
with  factories  in  Cairo.  The 


lESC  paid  his  transportation 
and  hotel  costs  for  a  stay  that 
lasted  three  months.  "There's 
also  a  per  diem,"  says  the  73- 
year-old  volunteer.  "But  you 
don't  do  it  for  money.  You  do 
it  to  be  helpful."    Don  Dunn 


TOYOTA'S  LEXUS 
LS400:  FOR  A 
SOFT,  QUIET  RIDE 


beat  them  off  the  mark. 

Nissan's  Infiniti  Q45  is  the 
more  powerful  of  the  two, 
with  a  $500  gas-guzzler  tax  to 
prove  it.  It  also  handles 
slightly  more  like  a  European 
car:  The  Infiniti  hugs  the 
curves  a  little  closer,  steers 
more  precisely,  and  lets  you 
feel  the  character  of  the  road. 
That  experience  can  be 
heightened  by  equipping  the 
Q45  with  a  $2,500  touring  op- 


NISSAN'S  INFINITY  Q45:  ITS 
INTERIOR  IS  AUSTERE 


comparable  models  from  BMW 
or  Mercedes. 

Toyota  got  plenty  of  egg  on 
its  face  early  this  month, 
when  technical  problems 
forced  a  recall  of  its  Lexus 
LS400.  But  when  it  comes  to 
look,  feel,  and  power,  these 
are  winning  machines.  Each 
has  a  V-8  engine  that  goes 
from  0  to  60  mph  in  less  than 
eight  seconds,  which  means 
that  among  luxury  sedans, 
only  the  biggest  Mercedes  can 


tion  that  adds  a  subtle  rear 
spoiler,  sportier  tires,  and 
four-wheel  steering  electron- 
ics that  countersteer  the  rear 
wheels  for  better  cornering 
and  high-speed  lane  changes. 

Toyota's  Lexus  handles  as 
well  as  the  best  of  the  Euro- 
peans, although  it  caters  to 
the  American  taste  for  a  more 
insulated  ride.  The  cabin  is 
better  soundproofed,  the  en- 
gine a  tad  quieter,  and  the 
ride  is  softer  than  even  Eu- 


rope's finest.  With  an  optional 
$1,500  air  suspension,  the 
LS400  is  almost  as  comfy  as  a 
Cadillac. 

Inside,  these  autos  put  the 
emphasis  on  function,  a  style 
that  European  designers  have 
long  used  to  signify  elegance. 
Lexus  has  chosen  a  tradition- 
al approach — a  sophisticated 
and  straightforward  array  of 
analog  gauges  and  buttons 
highlighted  by  a  deeply  pol- 
ished California  walnut  con- 
sole. Not  that  it's  lacking 
high-tech  flair:  The  instru- 
ment panel  features  big  back- 
lit  dials  with  floating  neon 
pointers  that  disappear  when 
the  ignition  is  turned  off. 
STRIKING.  Infiniti's  interior  is 
downright  austere.  There's  no 
wood,  or  even  a  real  console. 
The  dashboard  is  a  single, 
sweeping  arc,  anchored  by  an 
analog  clock.  Sure,  you  will 
have  some  quibbles.  It's  a 
long  reach  around  the  gear- 
shift to  the  cigarette  lighter, 
and  the  compact-disk  controls 
between  the  seats  seem  to  be 
an  afterthought.  But  all  in  all, 
it's  a  striking  interior. 

Both  Toyota  and  Nissan 
also  are  marketing  dressed-up 
versions  of  models  sold  only 
in  Japan.  Called  Lexus  ES250 
and  Infiniti  M30,  they  fit  into 
the  under-$25,000  price  range 
and  are  miles  behind  their 
namesakes.  But  then,  unlike 
the  high-powered  Lexus,  the 
ES250  model  has  not  been  re- 
called. Larry  Armstrong 
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You  SHOv:  :^  xxow  \r-  -  your 

FINANCIA  ICES  CO\A  ~AXr>. 


Transamerica 

THE  PO^X^R  OF  THE  PYRA\UD  IS  WORKING  FOR  Y  OU." 


Personal  Business 


Smart  Money 

WHY  THE  DOW'S  DIZZY 
DANCING  CAN  BE  DECEPTIVE 


Investors  who  hate  stock 
market  volatility,  take 
heart:  It  ain't  as  bad  as  it 
seems.  That  is,  it's  not  as 
bad  as  the  Dow  Jones  indus- 
trial average  might  have  you 
believe. 

Those  pulse-pounding 
swings  in  the  Dow  overstate 
the  rise  or  fall  of  prices  of  its 
30  blue  chips  by  more  than 
TO^c.  Put  another  way,  everj- 
time  a  Dow  stock  loses  or 
gains  a  dollar,  the  average 
currently  moves  by  1.71 
points. 

Although  it  seems  like  a 
sales-boosting  plot  by  antac- 
id manufacturers,  it  is  actu- 
ally a  quirk  necessitated  by 
the  way  the  Dow  is  comput- 
ed when  stocks  split.  And 
this  year,  with  five  Dow 
stocks  splitting,  the  chance 
for  deceptively  large  swings 


When  a  Dow  stock 
moves,  the  average 
moves  much  more 


is  even  greater  than  usual. 
"All  of  a  sudden,  the  moves 
of  the  Dow  are  becoming  ac- 
centuated," points  out  Laszlo 
Birinyi,  head  of  his  own  mar- 
ket research  firm  in  New 
York. 

The  Dow  has  always  been 
a  broad-brush  indicator,  of 
course,  never  reflecting  any 
of  the  subtleties  in  the  mar- 
ket's performance.  It  repre- 
sents the  total  of  the  prices 
of  its  stocks,  without  any 
weighting  to  account  for  a 
company's  market  capitaliza- 
tion. So  a  dollar  drop  in  IBM 
(worth  a  total  $60  billion) 
knock  .s  down  the  Dow  as 
much  a  dollar  drop  in  the 
much  iTialier  Navistar  (Si 
billion!  But  if  this  method 
were  ri  Tjrously  applied, 
without  adjustment  for 
splits,  ha-oc  would  ensue. 


Suppose  a  stock  had  a  two- 
for-one  split  and  its  price  fell 
from  100  to  50.  The  Dow 
would  plunge  50  points. 

The  Standard  &  Poor's 
500-stock  index  and  other 
weighted  measures  don't 
have  to  grapple  with  this  be- 
cause they  take  into  account 
companies'  market  capitaliza- 
tion, along  with  their  share 
price.  Splits  have  no  effect 
on  market  capitalization. 
SPLIT  FACTOR.  The  Dow  gets 
around  the  problem  by  tin- 
kering with  a  factor  known 
as  the  divisor,  which  current- 
ly is  0.586.  Take  the  sum  of 
the  prices  of  the  Dow  stocks, 
divide  by  the  divisor,  and  voi- 
la,  you  have  the  Dow  Jones 
industrial  average.  Or,  if  you 
prefer,  multiply  by  its  recip- 
rocal, now  at  1.71.  To  neu- 
tralize the  effect  of  splits, 
Dow  Jones  lowers  the  di\isor 
(which  increases  the  recipro- 
cal) ever\'  time  one  occurs. 
The  divisor  also  is  adjusted 
when  a  stock  supplants  an- 
other in  the  index,  to  account 
for  their  different  prices. 

Recent  splits  by  Philip 
Morris  (four-for-one)  and 
Procter  &  Gamble  (two-for- 
one)  pushed  the  reciprocal  up 
to  1.71  from  1.52  in  Septem- 
ber. It  will  grow  even  larger 
in  Januarj',  when  Du  Pont 
implements  its  recently  an- 
nounced three-for-one  split. 

One  temporary-  advantage 
of  this  trend,  notes  William 
LeFe\Te,  a  market  strategist 
for  Advest,  is  that  the  Dow 
and  its  components  are  clos- 
ing in  on  an  easy-to-remem- 
ber,  two-to-one  ratio.  Soon,  a 
$1  move  in  any  one  Dow 
stock  will  be  worth  two 
points  on  the  index. 

Of  course,  some  companies 
do  reverse  splits,  which 
would  lessen  apparent  vola- 
tility. But  don't  hold  your 
breath.  It  hasn't  happened  to 
a  Dow  stock  since  the  30- 
stock  index  started  in 
1928.  David  Zigas 


Collecting 

PUTTING  A  NEW  LIGHT 
ON  TIFFANY  LAMPS 


Louis  Comfort  Tiffany 
would  be  stunned.  He 
thought  his  colorful  lead- 
ed-glass lamps  were  a  distant 
second  to  his  more  serious  ar- 
tistic pursuits  such  as  stained- 
glass  windows  and  paintings. 
But  while  his  lamps  have 
been  fetching  very  good  mon- 
ey for  better  than  10  years, 
lately  collectors  have  bid 
them  into  the  stratosphere.  At 
a  Dec.  1  Sotheby's  auction, 
some  lamps  fetched  twice  the 
expected  price,  with  a  modest 
one  going  for  S440,000. 

Why  the  astronomical 
prices?  Investors,  especially 
monied  foreigners,  are  plow- 
ing millions  into  art,  and  Tif- 
fany is  benefiting  from  the 
spillover.  In  turn,  some  U.  S. 
buyers  are  bidding  partly  to 
keep  these  national  treasures 
at  home.  Collector  Seymour 
Holtzman,  head  of  Jewelcor,  a 
Wilkes-Barre  (Pa.)  jewelry 
marketer,  likens  Tiffany  to 
jazz  as  an  American  original. 
Adds  his  wife,  Evelyn:  "We 
think  it  should  stay  here." 

Beyond  the  short-term  mar- 
ket frenzy.  Tiffany  is  also 
getting  a  boost  from  renewed 
interest  in  the  art  nouveau 
style,  once  shunned  as  gaudy. 
Alastair  Duncan,  curator  of  a 
popular  Tiffany  exhibit  now 
at  the  Smithsonian's  Renwick 
Galler\'.  senses  a  major  shift 


in  art  fanciers"  attitude 
ward  collectibles:  "W( 
reaching  a  stage  when 
markets  for  the  fine  an 
plied  arts  are  merging." 
COPY  CATS.  Although 
famed  interior  decora 
craftsmen  turned  out  at 
20,000  of  the  finely  wr( 
lamps,  each  remains  uni( 
and  as  few  as  3,000  maj 
\ive.  Through  March  4, 
can  get  a  glimpse  of  Tiff 
work  at  the  Renwick  in  \ 
ington.  On  March  27,  \h> 
lection  moves  to  New 
National  Academy  of  D 
for  three  and  a  half  mc 
Tiffany's  work  is  also  or 
manent  display  at  the 
York  Historical  Society 
the  Metropolitan  Museu 
Art  in  New  York. 

Prefer  one  of  your  owr 
reading  lamp?  Get  rea( 
write  a  check  for  $20,0 
$50,000.  One  of  the  r 
lamps,  which  sold  for 
$350  in  the  early  1900s, 
at  auction  for  more 
8500,000.  Bear  in  mind' 
fakes  abound.  Before 
buy,  be  sure  to  get  the 
authenticated  by  an  ind 
dent  expert  such  as 
Peduto,  a  Long  Branch  ( 
Tiffanv  restorer.  He  chiS 
a  flat '$1,000  fee— a  goc' 
vestment  given  the  high  r 
of  buying  a  fake.    Joe  i 
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PERSONAL  B." 


Other  copiers  are  niade  for  the  office.  Ours  are  made  for  people. 


HEDGtPirrH,  PEKRONE  &  PARTNERS,  INC 


HEDGEPETH.  PERRONE&  PARTNERS,  INC 


I  I 


:e  any  presentation    Change  the  color.     Highlight  important 
graphic.  captions. 


iiEDaptntPDTOsniimN; 


iiKiKiO'Kni.  mssmi  x  purr\m  inc. 


J  I 


Reduce  it  33%  •        Re  -proportion  it. 


Convert  it  to 
an  overhead. 


IIMKilPinil.  PKRROM  X  PlRIVJiS.  INC 


And  knock  out 
}&W'sat30cpni.,,: 


Great  color  ^ 
on  plain  paper  \ 
at  an  affordable  V 

price.  ^/  ^ 


You've  just  previewed  the 
Panasonic"  digital  color  copier. 

Presenting  the  FP-Cl,  from  ftinasonic. 
Because  it's  digital,  you'll  be  able  to  custom  tailor  graphics  for  ever\' 
presentation.  Because  it  does  black-& -whites  at  30  copies  per  minute,  vou'll 
save  the  cost  of  a  second  copier  Because  it's  so  eiis\'  to  use.  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
"*     proprieLan'  color  transcription  technology',  you'll  nave  few  paper 
jams  and  off- register  copies. 
Finally  because  it's  so  affordable,  you'll  justify  the  purchase  a  lot  easier 
than  you  would  digital  color  copiers  costing  around  $40,000. 
Tlie  FP-Cl.  it  brings  a  touch  more  creativity'  to  any  office, 
name  of  vour  nearest  Panasonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 


Copiers. 


'(■.similes. 


Panasonic. 


Office  Automation/^^^''\^\ 


Fl'  (,1  b  ^hown  accessonzed.  ©1989.  Panasonic  Office  Automation 


ersonal  Business 


Books 


SEASON'S  READINGS: 
GIFTS  TO  DELIGHT  AND  INSTRUCT 


If  the  pundits  are  right, 
there'll  be  far  more  practi- 
cal presents  than  fanciful 
ones  under  the  Christmas  tree 
this  year.  But  why  not  choose 
a  gift  that's  both?  Bookstores 
are  brimming  with  new  titles 
that  dazzle  as  well  as  inform. 

For  seabound  sojourners, 
there's  Harbors 
of  Enchantment,  j 
,4     Yachtsman  's  \ 
Anthology  (Con- 
cepts Publishing, 
$45).  Starting  in  the 
Pacific  Northwest, 
readers  sail  west 
around  the  world, 
anchoring  in  such 
ports  as  Muscat,  the 
Marquesas,  the  Gala- 
pagos, and  Portofi-  .  majestic 
no.  Alongside  the  mountains-,  imikisi 
glorious  photos  are  Aconcagua 


brief  comments  by  sailors 
known  (Dennis  Conner,  Wil- 
liam F.  Buckley  Jr.,  Prince 
Rainier)  and  unknown. 
BACK  ROADS.  Dive  beneath 
the  water  with  Light  in  the 
Sea  (Thomasson-Grant, 
$39.95),  a  sti-iking  book  that 
portrays  the  creatures  of  the 
deep  found  in  seven  undersea 
realms.  The  lavish  photogra- 
phy just  might  entice  readers 
to  don  scuba  gear — or  at  least 
to  pick  up  Underwater  Para- 
dise. The  World's  Best  Div- 
ing Sites  (Harry  N.  Abrams, 
§39.95),  which  includes  photos 
and  data  on  several  additional 
locales. 

Travei-sing  an  entirely  dif- 
ferent terrain.  Majestic 
Mountaina  (Abrams,  $49.50) 


e.xplams 


offers  panoramic  views  of  30 
mountains  on  sLx  continents. 
The  book  details  the  allure  of 
pinnacles  ranging  from  Ever- 
est and  Kilimanjaro  to  lesser- 
known  peaks  such  as  Aconca- 
gua in  Argentina.  Although 
not  a  how-to  book,  it  provides 
some  travel  and 
climbing  advice. 
Robert  Trent 
Jones,  the  most 
famous  name  in 
the  architecture  of 
golf  courses,  trav- 
els the  globe  in 
Golf's  Magni- 
ficent Challenge 
(McGraw-Hill 
$59.95).  Stopping 
at  dozens  of 
challenging  holes — 
not  just  those  he 
built — Trent  Jones 
how  design  factors 
influence  play  and  advises 
golfers  how  to  plot  the  best 
route  from  tee  to 
green. 

Take  a  journey 
of  another  sort 
with  Heartlands: 
An  Ameiican  Od- 
yssey (Simon  & 
Schuster,  $29.95), 
which  visits  5.'> 
tiny  towns  along 
America's  back 
roads.  With  its 
homey  tone  and 
often  humorous 
photos,  the  book 
captures  the  sense 
of  a  disappearing  way  of  life. 

The  nation's  roots  can  also 
be  found  in  Ellis  Island.  Ech- 
oes from  a  Xat ion's  Past 
(Aperture,  $39.95).  Ancestors 
of  nearly  half  the  people  liv- 
ing in  the  U.  S.  today  passed 
through  this  portal,  which  will 
reopen,  newly  restored,  as  a 
national  monument  in  1990. 
Accompanied  by  poignant 
tales  from  immigrants,  Ellis 
Island's  photographs  tell  the 
visual  history  of  this  pivotal 
place. 

R  LIGHT  IN  THE  SEA  :  FANTASTIC 
CREATURES  OF  THE  DEEP 


■  GEORGIA  O'KEEFFE:  A  UNIQUE 
VISION  OF  THE  SOUTHWEST 


EUJS 
UMND 

ECHOES 
FROM  A  Cl 

PAST 


■  Ellis  ISIAND: 
A  VISUAL  HISTORY  OF 
THE  AMERICAN  PORTAL 


History,  in  a  broad  sense,  is 
the  subject  of  Photographs 
That  Changed  the  World 
(Doubleday.  $29.95). 
It  features  images 
that  so  captured  a 
moment  or  emotion 
that  the\  became 
part    of  history. 
Among  them:  por- 
traits of  W'inston 
Churchill.  Sitting 
Bull,  and  Mahat- 
ma  Gandhi.  You'll 
also  find  shots  of 
Charles  Lindbergh 

with  the  Spirit  of  .  GioRious  gardens: 
bt.  Louis.  Abe  an  enchanting 
Lincoln  in  lis  of-  sourcebook  of  flora 

ficial  campaign  photo,  and  a 
triumphant  Jesse 
Owens  at  the  1936 
Olympics. 

Of  the  many 
other  photography 
books  this  season, 
.E7'nst  Haas  Col- 
or Photography 
(Abrams,  $49.50) 
stands  out.  The 
retrospective  con- 
ains  more  than 
150  photographs 
that  beautifully  il- 
lustrate the  way 
Haas  used  reflec- 
tions, movement,  and  abstract 
elements  to  give  his  work  a 
signature  quality  and  to  turn 
his  photos  of  flowers,  shells, 


Worth  Noting 


■  CRASH  CONSCIOUS.  Which 
station  wagon  sustains  the 
most  collisions"?  What  sports 
car  has  the  lowest  injury 
rate?  A  new  report  from  the 
Highway  Loss  Data  Institute 
ranks  200  cars  based  on  in- 
surance claims  for  1986-88 
models.  For  a  free  copy:  Car 


cityscapes,  wild  horses,  p 
even  torn  posters  into  an' 
Art  lovers  can  vicario 
visit  Paris  with  Paintin 
the  Musee  D'Orsay  (Ste 
Tabori  &  Chang,  $85). 
huge  volume  catalogs 
800  paintings  created 
tween  1848  and  1914 
eluding    many  belc 
works   by  Manet, 
Gogh,  and  Toulouse-Laul 
It  also  gives  a  nod  to 
lesser-knowns,  such 
Edouard  Vuillard  and  Matj^ 
Denis.  Short  essays  ex^ 
the  development  and  i* 
ence  of  these  works. 

American  . 
buffs  can  sti 
unique  visioi 
the  Southwe^ 
Georgia  O'K^ 
In     Th e  tt 
(Knopf,  $100)J. 
second  of  four 
umes  on  O'Ke' 
Her  fans  won' 
disappointed:  ' 
lOok  offers  a  ; 
rehensive  \ne\ 
her  New  Me 
paintings,  cle 
demonstrating 
power. 
Closer  to  home,  bac 
horticulturists  will  love 
ous  Gardens  (Congd 
Weed/Contemporary  B 
$29.95).  It's  an  encha 
sourcebook  of  flora  from 
tilon  to  zantedeschia  an 
all  sorts  of  gardens — v 
water,  winter,  rose,  sc 
formal,  herb,  and  more. 

Finally,  jazz  aficion 
might  tune  in  to  Jazz  fr 
to  Z:  A  Graphic  Dictio 
(Catbird  Press,  $14.95).  I 
collection  of  bold  dra 
and  short  prose  entries  oi 
forms,  places,  instrum' 
dances,  festivals,  and  p( 
of  an  original  AmericaDi 
form.  Judith  Dobmi 


List,  P.  0.  Box  1420,  Arlj 
ton,  Va.  22210. 
■  COLLEGE  CUSHION.  An 

favorite,  EE  savings 
are  about  to  get  better: 
them  after  Dec.  31,  and 
interest  income  will  be 
free  if  they're  cashed  ii 
pay  tuition  costs.  The  exe 
tion  applies  fully  to  pa 
making  up  to  $60,000, 
partially  up  to  $90,000. 
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PERSONAL  Bui's 


•  all,  a  man  doesn't  get  promoted  every  day. 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  ail  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Christmas,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you.  And  let  any  moment  worth 
savoring  linger  in  your  mind  with  the  taste  and  aroma  of  a  Macanudo. 

MACANUDO®  The  Ultimate  Cigar 


Create  a  new 
world  where 
lightweight 
plastics  can 
outfly  metals. 

Aerospace  designers  are  limited  by 
their  materials,  not  their  dreams. 

At  BASF,  we  looked  at  the  design 
limitations  of  metals  and  saw  the 
need  for  a  radically  new  generation 
of  materials.  The  result:  strong, 
lightweight,  carbon  fiber  reinforced 
plastics.  These  Advanced  Composite 
Materials  will  enable  future  designs  to 
carry  more,  faster,  farther. 
In  one  industry  after  another,  from 
aerospace  to  automotive,  our 
oroad-based  technologies  help  us 
create  new  worlds  by  seeing  in  new 
.'.ays. 

The  Spirit  of  Innovation 
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27 

million 
Americans 
can't  read. 
And  guess 
whoiMiys 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back.  .  .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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Create  a  new 
world  where 
lightweight 
plastics  can 
outf  ly  metals. 

Aerospace  designers  are  limited  by 
their  materials,  not  their  dreams. 

At  BASF,  we  looked  at  the  design 
limitations  of  metals  and  saw  the 
need  for  a  radically  new  generation 
of  materials.  The  result:  strong, 
lightweight,  carbon  fiber  reinforced 
plastics.  These  Advanced  Composite 
Materials  will  enable  future  designs  to 
carry  more,  faster,  farther. 

In  one  industry  after  another,  from 
aerospace  to  automotive,  our 
oroad-based  technologies  help  us 
create  new  worlds  by  seeing  in  new 

ways. 
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Home  Box  Office  72,  73 

NBC  72 
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1 

Wosserstein,  Perella  44 

2,  54 

IBM  89,  107,  158 

Imagine  Films 

News  Corp  72. 
Nexis  8 

Westinghouse  Credit  48 
Westmork  Systems  50 

Entertainment  73 

p 
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87 

Intel  87 
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27 
million 
Americans 
cant  read. 
And  guess 
who 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 
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^^feTookAGreatIdea 


And  Reinventedihe 


Mmduang  the  latest 
breakthrough  rolled  out  by 
Sarnsoiiitef'  The  Ultravakf^ 
Carry- On  with  Wheels  —  the 
carry -on  that  lets  you  hit  the 
gnnmd  running.  Thanks  to  4 
wheels  tliatget  the  carry-on 
off  your  baek. 


Rrmvmlum  tlw  wheel  We 
I  ecessfd  all  4  wheels  ti  i  keep 
Ihem  fri  )m  getting  hung  up  on 
objects  like  your  seat.  And  de- 
signed the  wheels  to  keep  the 
bag  going  where  you're  going. 
Not  tlv  ntlicr  way  around. 


Eivrythingl:  -,>i  :^  U'Hiiher 
Thanks toi-'i  rpcrijil hanging 
compartme;  ' -i  -;i:(s. dresses 
and  coats.  Ai  rJ  >  'Ui  unique 
hanger  system  tliat  locks  any 


Patented 


^stment  Figures  of  the  Wee 


r 

jt  a  small  gain  on 
;k's  big  rise,  putting 
to  its  oll-time  high, 
itiments  abound, 
nk  on  Dec.  6  when 
t  Insurance  Corp. 
ieidman  said  the 
se  $250  million  to 
lis  year  as  the  result 
fate  loans  in  the 

Northeast.  IBM 
offs  of  10,000  peo- 

ond  ooto  sales  for 
e  woy  off.  Yet  in- 
ve  yet  to  fall  much. 
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J.  P.  Morgan 
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52-week  change 
-f25.3% 


1-v/eek  change 
r  1.4% 


52-week  change 
^8.7% 


1-week  change 
+  0.2% 


52-week  change 
-r4.6% 


1  -week  change 

-0.3% 


r  ANAIYSIS 


Litest 


%  change 
Week  52-week 


NDUSTRIALS 

2736.8 

1.8 

27.1 

ES  (Russell  1000) 

183.2 

1.3 

24.7 

AMIES  (Russell  2000) 

168.9 

0.5 

17.3 

ES  (Russell  3000) 

195.4 

1.2 

24.2 

%  change  (local  currency) 

DCKS 

latest 

Week 

S2-week 

UNCIAL  TIMES  100) 

2353.7 

4.3 

32.8 

El  INDEX) 

37,654.3 

1.7 

25.3 

E  COMPOSITE) 

3951.7 

0.1 

18.9 

RY  GROUPS  1 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

7.9% 

7.9% 

8.3% 

30-YEAR  TREASURY  BOND  YIELD 

7.9% 

7.9% 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.2% 

3.6%> 

S&P  500  PRICE/EARNINGS  RATIO 

14.4 

14.2 

12.1 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/ call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

340.5 
41.7% 
0.27 
1.15 

339.5 
38.9% 
0.25 
1.24 

Positive 
Neutral 
Neutral 
Positive 

BRIDGE  INFORMATION  SYSTEMS  INC 


LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4- week 

change 
52- 

■week 

Price 

S  AND  CONSTRUaiON 

25.2 

53.9 

COMBUSTION  ENGINEERING 

56.2 

47.4 

39  y4 

IS  DRILLING 

18.1 

64.7 

ROWAN 

19.7 

88.1 

9% 

EQUIPMENT 

15.5 

36.0 

GENERAL  ELECTRIC 

19.6 

44.4 

63% 
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15.1 

54.6 
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445/8 

aORS 
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-3.0 

36V4 
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% 
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% 
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52 
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20V8 
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-13.1 

-21.6 

42  V4 

AND  DEFENSE 

-3.2 
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-7.1 

65 1/2 
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-3.0 

30.3 
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-8.1 

16.1 
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I  FUNDS 


MORNINGSTAR  INC 


1  return 

% 

LAGGARDS 

Four-week  total  return 

% 

tVICES  GOLD  SHARES 

17.2 

ROCHESTER  GROWTH 

-5.0 

INVESTMENTS 

16.3 

UNITED  SERVICES  LOCAP 

-4.9 

AR  SPECIAL  EQUITIES 

14.3 

FIDELITY  SELECT  DEFENSE  &  AEROSPACE 

-2.7 

return 

% 

52-week  total  return 

% 

\LL  CAPITALIZATION  PORTFOLIO 
STRATEGIC  HEALTH  SCIENCES 
:LECT  MEDICAL  DELIVERY 

73.1 
64.4 
63.0 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
STRATEGIC  GOLD/MINERALS 
NATIONAL  REAL  ESTATE  INCOME 

-14.7 
-14.2 
-4.6 

S&P  500 
4-week  total  returr 


^  Average  fund 


52-week  total  retun 


IE  PORTFOLIOS 


DATA  RESOURCES  INC. 


Its 

5  present 
,000 
!  year 
portfolio 

idicate 
returns 


U.  S.  stocks 
$12,915 

+  1.10% 


Treasury  bonds 
$12,470 

+  0.34% 


Foreign  stocks 
$12,042 

+  2.58% 


III! 


Money  market  fund 
$10,735 

+  0.16% 


Gold 
$9,517 

-1.40% 
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A  DIFFERENT  KIND 
OF  SUPERPOWER 


The  spectacle  of  Presidents  Gorbachev  and  Bush  bob- 
bing hke  corks  in  their  ships  at  Malta  is  an  apt  meta- 
phor for  the  ongoing  change  in  superpower  relations. 
Future  summit  meetings  are  likely  to  lack  the  high  drama  of 
past  encounters  between  the  leaders  of  the  U.  S.  and  Soviet 
Union.  The  reason:  The  two  superpowers  can  no  longer 
speak  with  any  certainty  for  their  allies,  as  they  once  did. 
Summits,  as  a  result,  have  a  decreasing  potential  for  reshap- 
ing the  world. 

President  Bush  is  wisely  adjusting  to  America's  diminish- 
ing influence  as  leader  of  the  West  by  coordinating  U.  S. 
policies  more  closely  with  our  allies.  The  main  effect  of  the 
decisions  at  Malta  will  be  to  bring  U.  S.  economic  relations 
with  the  Soviet  Union  into  line  with  those  already  being 
pursued  by  Western  Europe.  The  U.  S.,  with  its  nuclear 
arsenal,  seems  likely  to  continue  as  the  ultimate  guarantor 
of  the  West's  security  for  a  long  time  to  come.  But  its 
influence  as  leader  of  the  NATO  alliance  will  shrink  further 
as  conventional  arms  cutbacks  and  Eastern  Europeans' 
growing  independence  from  Moscow  reduce  the  military 
threat  to  Western  Europe. 

This  means  that  the  U.  S.  will  have  to  rely  more  and  more 
on  its  economic,  technological,  and  financial  prowess  to 
maintain  its  leadership  of  the  West.  Unfortunately,  this  pow- 
er base  has  been  eroding — partly  because  the  extravagant 
military  buildup  in  the  1980s  has  left  the  U.  S.  shackled  by  a 
huge  debt.  The  Soviet  Union  is  in  far  worse  shape,  of  course, 
but  Moscow's  plight  only  underscores  how  drastically  the 
U.  S.  must  rethink  its  role  in  the  world.  The  main  rivals  the 
U.  S.  now  faces  are  also  its  European  and  Japanese  allies. 
But  to  protect  common  democratic  values  in  a  fast-changing 
world,  they  still  need  leadership  that  only  the  U.  S.  can 
provide.  Rebuilding  U.  S.  economic  sinews  to  meet  that  chal- 
lenge is  as  crucial  as  the  arms  buildup  in  past  decades. 


LEARNING  FROM  JAPAN'S 
HARSH  VIEW  OF  AMERICA 


ore  than  any  other  people,  we  Americans  expect 
I  our  allies  to  like  and  respect  us — not  only  because 
Iwe  placed  the  free  world  firmly  on  a  postwar  path 
of  .security  and  prosperity,  but  because  of  the  generosity 
and  tolerance  that  have  generally  characterized  our  dealings 
with  friendly  nations.  That's  why  the  BUSINESS  WEEK/Harris 
poll  of  Japanese  attitudes  toward  America  is  so  shocking — 
and  inst  ructive  (page  63). 

The  usiid  reality  is  that  the  Japanese  are  harshly  critical  of 
our  economic  performance  and  values.  Of  those  surveyed, 
well  o^'or  half  have  little  or  no  admiration  for  our  nation  or 
our  pe(;i)i'\  Some  57%  believe  the  U.  S.  is  pressuring  Japan 
unfairly  trade  issues.  The  Japanese  think  that  the  pres- 
ence of  mi.  crities  in  our  society  and  the  perceived  laziness 


of  American  workers  are  the  two  most  significant  causi 
America's  economic  woes. 

To  be  sure,  many  Japanese  concede  that  unfair  im 
barriers  have  harmed  U.  S.-Japanese  trade  relations, 
they  attribute  their  own  success  to  their  superior  cu 
and  America's  problems  to  its  own  manifest  failings, 
ominously,  some  43%  think  that  Japan  is  likely  to  re 
America  as  the  world's  leading  economic  and  political  pc 

The  poll  indicates  that  many  Japanese  opinions  of  Am 
are  biased.  But  it  would  be  shortsighted  simply  to  i 
them  as  a  blatant  example  of  the  predatory  mind-set  gu 
Japanese  trade  policy.  Unfortunately,  there  is  more  th 
kernel  of  truth  in  the  Japanese  appraisal  of  America's 
nomic  performance — ^just  as  there  is  validity  in  Ame 
criticism  of  Japanese  trade  practices. 

The  U.  S.  is  right  in  pressing  Japan  to  reduce  its  ■ 
trade  surplus  with  America,  particularly  since  Europe's 
plus  vis  a  vis  the  U.  S.  has  been  virtually  eliminated. 
Japanese  should  open  up  more  of  their  domestic  market, 
stimulate  domestic  consumption.  But  as  they  have  repe 
ly  stressed,  the  U.  S.  must  also  help  itself  by  signific; 
cutting  its  budget  deficit,  promoting  investment  over 
sumption,  and  repairing  its  infrastructure  and  education 
tem.  If  the  U.  S.  fails  to  act  at  home,  we  will  get  no  re; 
and  only  grudging  cooperation  from  Japan. 


CONGRESS  SHOULD  LET 
WEAK  THRIFTS  FAIL 


The  resignation  under  fire  of  M.  Danny  Wall  as 
nation's  chief  thrift  regulator  came  too  late — but 
ter  late  than  never.  The  most  charitable  interpret 
of  his  performance  as  head  of  the  former  Federal  f 
Loan  Bank  Board,  now  bottled  up  in  the  Treasury  as 
Office  of  Thrift  Supervision,  is  that  he  lacked  the  resoi 
to  function  effectively.  The  more  cynical  view  of  some  c 
is  that  political  considerations  led  him  to  deliberately  ui 
state  the  scope  of  the  thrift  crisis  during  the  1988  elec 
Wall  was  a  product  of  the  heavy-lobbying,  light-mar 
ment  past  of  the  S&L  industry.  Neither  the  thrift  lobb 
nor  the  malleable  congressmen  willing  to  do  the  Indus 
bidding  have  gone  away.  Only  months  after  the  bailoutfa. 
passed,  some  thrifts  are  asking  for  exemption  fromth 
law's  more  stringent  capital  requirements. 

Such  pleas  should  be  rejected.  The  industry  need 
shrink  further  and  faster.  Thrifts  need  more  capital — al 
that  means  weak  thrifts  must  fail,  then  so  be  it. 
regulated  industry  shielded  from  market  discipline,  owe! 
must  be  forced  to  put  up  their  own  money.  Indeed,  becM' 
of  federal  deposit  insurance,  thrifts  will  still  have  an  ii|en 
five  to  bet  the  bank  whenever  their  financial  position  vpfc 
ens,  since  taxpayers  are  pledged  to  cover  any  losses. 

Wall's  resignation  is  only  the  beginning.  There  are  sti 
many  S&Ls,  too  many  weak  institutions  competing  foi 
same  business,  locked  in  a  struggle  that  is  likely  to  proi 
only  scant  profits  or  more  red  ink.  If  the  industry  Jr 
unregulated,  the  market  would  force  more  insolvencies.n 
consolidations.  Regulators  should  be  equally  ruthless.  , 
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"The  NBA  needed 
computers  that 
could  keep  pace 
with  our  rapid 
growth.That's 

why  we  teamed  up 
with  Digital? 


.   Tiouai  basketball 
Association's  business  has  just  about 
tripled  in  6  years.  Our  games  are  the 
core  of  what's  become  a  wide  range 
of  enterprises  -  retail  licensing,  home 
video,  TV  production,  event  market- 
ing, publishing,  sponsorship  and 
media  sales.  Our  continued  growth, 
both  domestically  and  internationally, 
depends  on  using  efficient  and  intelli- 
gent computer  technology.  And  that's 
the  reason  we  chose  Digital. 

"With  Digital's  ALL-IN-r"  soft- 
ware, we'll  be  able  to  share  business 
and  statistical  information  league- 
wide.  Plus,  Digital's  single  architecture 
gives  us  a  flexible  growth  path,  mak- 
ing us  confident  we  can  tie  all  present 
and  future  businesses  together  easily 
and  without  limitations. 

"Just  like  our  teams,  in  this  busi- 
ness you  look  for  an  edge  and  you 
make  the  most  of  it.  Digital  gives  us 
that  edge." 

The  rewards  of  working  together. 

Digital's  single  architecture  assures 
you  that  all  our  computers,  both  cur- 
rent and  future,  will  work  together. 

Today,  with  this  architeaure. 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  produaively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  T"^*  1 

Digital 
has 


DKB.  Japan's  largest  bank. 


International  financial 


We  talk  your  language. 


n  Total  Assets 
B  Total  Deposits 


65  86 
lUnit  Billion  Yen) 


We're  talking  Euro-yen  capital  nnarket  activities.  And  we're  talking  business 
in  Japan.  In  fact,  we're  multilingual,  capable  of  talking  many  of  the  languages 
you  speak,  like  currency  and  interest  swap  transactions.  We're  also  quite 
fluent  at  making  order-made  financial  plans  for  you. 

Thiese  talents  grow  out  of  over  $414  billion  in  assets,  making  DKB  [he 
strongest  funding  base  in  Japan.  We  offer  services  that  are  worldwide, 
integrated  and  completely  comprehensive.  That's  how  we  got  to  be  who  we 
are.  Not  just  by  being  friendly,  but  by  talking  your  language. 


We  have  your  interests  at  tieart 

DAI-ICHI  KANGYO  BANK 

Head  Office:  1-5,  Uctiisaiwaictio  1-ctiome,  Gtiiyoda-ku,  Tokyo  100,  Japan  Tel.  (03)  596-1111 
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WHERE  To  lMvt> 
  INVEST  In  1990 


ntroduction 

WVESTING  IN  1990 

*espite  some  nasty  bumps,  investors  scored  big  in  the 
!0s — and  events  in  Europe  make  the  '90s  look  promising 

?he  Economic  Framework 

USINESS  FORECAST 

Recession?  Maybe.  But  the  landing  sure  won't  be  smooth 
ITASHINGTON  POLICY 

'he  Fed's  on  course,  and  Congress  won't  take  chances 

strategies  for  Stocks 

OVERVIEW 

kS  takeover  fever  cools,  growth  stocks  are  coming  back 
AKEOVERS 

Candidates  are  still  around,  but  you  have  to  look  harder 
•IVIDENDS 

lutos,  utilities,  and  banks  are  high-yielders 
ASK  FLOW 

'or  patient  investors,  there's  still  magic  in  those  words 

TOCKS  FOR  SPECULATION 

iOok  for  a  lot  of  bang  from  small-cap  stocks 

HE  GLOBAL  MARKET:  EUROPE 

Veedom  in  the  East  and  1992  fuel  visions  of  a  megaboom 
HE  GLOBAL  MARKET:  JAPAN 

'okyo's  stock  investors  say  the  best  may  be  yet  to  come 
HE  GLOBAL  MARKET:  EMERGING  COUNTRIES 

'unds  that  deal  in  markets  such  as  Thailand  are  hot 

rhe  Best  of  1989 

HE  BEST  OF  1989 

)ur  annual  salute  to  the  top-gun  stocks,  mutual-fund 
aanagers,  and  markets 


The  Investment  Spectrum 


130  MUTUAL  FUNDS 

They  racked  up  fat  returns  in  spite  of  themselves 
130  A  BIG  PERFORMER  FOR  TRULY  SMALL  INVESTORS 

132  BONDS 

'1990  is  the  year  to  invest  for  income,  not  capital  gains' 

133  TROLLING  IN  THE  MUNICIPAL  MARKET 

134  JUNK  BONDS 

They're  climbing  out  of  the  grave 

136  FUTURES 

The  outbreak  of  peace  will  keep  the  pits  hopping 

137  A  BLAST  FROM  THE  PAST  IN  CHICAGO? 

138  OPTIONS 

Putting  a  little  more  punch  into  your  portfolio 

139  ANNUITIES 

They  can  save  your  lifestyle — and  your  retirement  years 

140  REAL  ESTATE 

Slack  demand  is  making  for  'one  docile  market' 

1 43  REAL  ESTATE  INVESTMENT  TRUSTS 

The  top  property  play  may  be  on  the  Street 

144  PRECIOUS  METALS 

Analysts  see  gains,  but  no  real  bull  run 
146  COINS 

'Wall  Street  money'  is  flipping  over  numismatics 
150  THE  ART  WORLD 

Your  $20  million  may  stretch  a  little  further  now 

The  Investment  Scoreboard 

155  EARNINGS  OUTLOOK 

A  poll  of  2,500  experts  points  to  some  likely  winners  and 
losers  among  900  companies 


Extra  copies  of  the  Investment  Outlook  1989  issue  are  available. 
For  information  and  prices  call  single-copy  desk  at  609-426-5348 
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PRODUCTION 

Change  from  last  week:  0.2% 
Change  from  lost  year:  0.6% 

185   


1967—  100,  Faur-week  moving  average 
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1989 
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1989 


Dec. 
1989 


The  production  index  increased  tor  the  week  ended  Dec.  2.  Seasonally  adjusted 
output  of  rail-freight  traffic,  outos,  trucks,  coal,  electric  power,  crude  oil  refining,  and 
paper  rose.  Steel,  paperboard,  and  lumber  production  declined.  Before  calculation  of 
the  four-week  moving  average,  the  index  rebounded  to  177.7  from  a  weak  172.1 
level  in  the  previous  week,  which  included  the  Thanksgiving  Day  holiday.  For 
November,  however,  the  index  fell  to  175.4  from  177  in  October. 

BW  production  index  copynghl  1989  by  McGraw.Hill  Inc. 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year;  8.9% 
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220. 
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Nov.  2;* 

220.9rli 
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1989 
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1989 


The  Ieadin9  index  was  basically  unchanged  for  the  week  that  ended  Dec.  Sfi. 
decline  in  materials  prices,  plus  slower  growth  rates  for  real  estate  loans  and 
offset  a  gain  in  stock  prices.  Bond  yields  were  flat,  and  data  on  business  fail-s 
were  unavailable  for  the  week.  Before  calculation  of  the  four-week  moving  overcj, 
the  index  fell  to  220.5  from  221.1.  For  the  month  of  November,  the  index  edgecD 
slightly,  to  220.8,  from  October's  level  of  220.5. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


lototl 


Week  %  Change 
ago     year  ago 


Lotest 
week 


Week 
□go 


%CH|ie 


STEEL  (12/9)  thous.  of  net  tons 

1,725 

1,654# 

-5.2 

STOCK  PRICES  (12/8)  S&P  500 

349.16 

346.32  i 

AUTOS  11 2/9)  units 

130,655 

128,866r# 

-21.7 

CORPORATE  BOND  YIELD,  Aaa  (12/8) 

8.86%        8.88%  5 

TRUCKS  (12/9)  units 

85,782 

80,lllr# 

-8.6 

INDUSTRIAL  MATERIALS  PRICES  (12/8) 

102.9 

104.0  i 

ELEaRIC  POWER  (12/9)  millions  of  kilowatt-hours 

56,872 

53,394?? 

6.1 

BUSINESS  FAILURES  (12/1) 

NA 

237 

CRUDE-OIL  REFINING  (12/9)  thous.  of  bbl./doy 

13,660 

1 3,549  # 

3.4 

REAL  ESTATE  LOANS  (i  1/29)  billions 

$350.3 

$349.4  i 

COAL  (12/2)  thous.  of  net  tons 

19,961  # 

16,134 

-0.5 

MONEY  SUPPLY,  M2  (i  1/27)  billions 

$3,191.8 

$3,193.2r  » 

PAPERBOARD  (12/2)  thous.  of  tons 

720.1  # 

732.6r 

-0.5 

INITIAL  CUIMS,  UNEMPLOYMENT  (1 1/25)  thous. 

310 

363 

PAPER  (12/2)  thous.  of  tons 

754.0  # 

746.0r 

1.8 

Sources:  Standord  &  Poor's,  Moody's,  Journal  of  Commerce  ( 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board, 
oily  adjusts  data  on  business  failures  and  real  estate  loans. 

ndex:  1980=  100),  Ci 
Lobor  Dept.  CIBCR  se: 

LUMBER  (12/2)  millions  of  ft. 

518.7# 

347.7 

3.9 

RAIL  FREIGHT  (12/2)  billions  of  ton-miles 

20.7  » 

15.9 

4.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  EcJison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  Americon  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 
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FOREIGN  EXCHANGE 


Latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (12/ 13) 

144 

144 

124 

GERMAN  MARK  (12/13) 

1.73 

1.77 

1.75 

BRITISH  POUND  (12/13) 

1.60 

1.58 

1.82 

FRENCH  FRANC  (12/13) 

5.93 

6.03 

5.98 

CANADIAN  DOLUR  (12/13) 

1.16 

1.16 

1.21 

SWISS  FRANC  (12/13) 

1.57 

1.59 

1.47 

MEXICAN  PESO  (12/13)^ 

2,665 

2,663 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per 

U.  S.  dollar. 

except  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (12/ 13)  $/troyoz. 

413.000 

402.850 

-1.7 

STEEL  SCRAP  (12/12)      1  heavy,  $/ton 

96.50 

98.50 

-13.1 

FOODSTUfFS  (12/1 1)  index,  1967=  100 

212.9 

212.7 

-8.9 

COPPER  (12/9)  ^/Ib. 

110.1 

114.8 

-32.1 

ALUMINUM  (12/9)  ^/Ib. 

74.8 

76.5 

-31.9 

WHEAT  (1  :•■/  /!  -i  2  hard,  $/bu. 

4.38 

4.39 

4.3 

COTTON  ( 1 2 /9)  strict  low  middling  1  - 1  / 1 6  in 

,  ^-/Ib. 

63.07 

64.93 

15.3 

Sources:  London  ^ed.  final  setting,  Chicago 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

mkt..  Commodity  R 

eseorch  Bureau,  Metals 

Latest 
month 

Month 
ago 

yeayi 

BUSINESS  WEEK  PRODUQION  INDEX  (Nov.) 

175.4 

177.0r 

L8 

BUSINESS  WEEK  LEADING  INDEX  (Nov.) 

220.8 

220.5r 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Nov.) 

117.8 

117.5 

UNEMPLOYMENT  RATE,  CIVILIAN  (Nov  ) 

5.4% 

5.3  % 

Sources:  BW,  CIBCR,  Commerce  Dept. 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%Ch 
yea 

S' 

MONEY  SUPPLY,  Ml  (11/27) 

$792.9 

$790.8r 

BANKS'  BUSINESS  LOANS  (i  1/29) 

319.0 

320.  Ir 

FREE  RESERVES  (11/29) 

569 

618r 

NONFINANCIAL  COMMERCIAL  PAPER  (i  1/29) 

130.2 

130.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves. 

which  ore  ex 

presse 

•0 

MONEY  MARKET  RATES 

1 

Utest 
week 

Week 
ago 

Ve. 
ac 

FEDERAL  FUNDS  (12/ 13) 

8.44% 

8.51  % 

8.; 

PRIME  (12/13) 

10.50 

10.50 

10.5 

COMMERCIAL  PAPER  3-MONTH  (12/12) 

8.27 

8.22 

9.1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/13) 

7.85 

7.83 

9.2 

EURODOLLAR  3-MONTH  (12/6) 

8.35 

8.33 

9.2 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  dota  i--:  Ihe  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (esiimated  and  not  listed)  include  machinery  and  defense  equipnit 
1  =  Western  / '  ?od  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  —  Free  market  value         NA  =  Not  available         r  =  revised         NM  ~  Not  meaningful 
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EQUITIES:  ANNUAL  RETURNS  1979-1988 
Percentage  in  U  S  Dollars 

Source  Morgan  Stanley  Capital  International  Perspective 


Will  world  stock  markets 
outperform  the  U.S.  stock  market. . . 
again? 


Comparative  analysis  shows  that  over  the 
10-year  period  from  1979  through  1988,  most 
major  stock  markets  have  outperformed  the 
U.S.  stock  market  by  a  substantial  margin. 
If  this  surprises  you,  there's  a  lot  more  you 
should  know  about  international  investments 
and  the  opportunities  they  offer  the  discerning 
investor:  the  investor  whose  goals  are  risk 
reduction  and  preservation  and  growth  of 
capital. 

In  pursuit  of  these  goals,  one  bank  in  the  U.S. 
is  eminently  qualified  and  ready  to  serve  you. 
With  an  around-the-clock  world  view  of  global 
markets.  With  proven  strength  in  global  portfo- 
lio management.  With  personal  commitment, 
discretion  and  security  The  bank  is  the  key 


Swiss  bank— Swiss  Bank  Corporation.  If  you 
are  an  investor  with  substantial  assets  who 
wishes  to  learn  more  about  the  benefits  of 
global  portfolio  management,  we  invite  you  to 
call  for  a  complimentary  copy  of  "A  Global 
Approach  to  Investment  Management." 
Call  Jane  N.  Abitanta,  (212)  492-5732,  Swiss 
Bank  Corporation,  608  Fifth  Avenue,  New 
York,  NY  10020  or  Hanspeter  Walder,  (312) 
368-0513,  Swiss  Bank  Corporation,  Three  First 
National  Plaza,  Chicago,  IL  60602  or  Elizabeth 
A.  Gillespie,  (415)  774-3324,  Swiss  Bank  Cor- 
poration, 101  California  Street,  San  Francisco, 
CA  94111  or  Sandra  M.  Willen,  (213)  625-1926, 
Swiss  Bank  Corporation,  300  South  Grand 
Avenue,  Los  Angeles,  CA  90071. 


Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


lin  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048,  212/574-3000,  Offices  U.S.A.:  Ctiicago,  Ttiree  First  National  Plaza,  60602  312/346-0350 
T  Francisco.  101  California  Street,  94111,  415/774  3300  Atlanta,  285  Peactitree  Center  Ave  N,E  ,  30343.  404/522-1600  Houston,  One  Allen  Center  77002 
i/658-0561  Miami,  701  Brickell  Avenue,  33131,  305/375-0110.  Dallas.  500  Nortti  Akard  St ,  75201,  214/740-3838  Los  Angeles,  300  South  Grand  Ave  90071 
i/625  2000 
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Juvenile  Diabetes 
only  affects 
men,  women 
and  children. 


Just  because  it's  called  'juvenile  diabetes 
doesn't  mean  it's  a  child's  disease.  It  can 
strike  anyone.  At  any  time.  And  when  it 
does,  it  can  bring  along  some  very  adult 
complications.  Like  heart  attacks,  strokes, 
kidnev  Mure  and  blindness. 


i 


In  spite  of  all  this,  things  have  never 
looked  better  Because  we  know  a  cure  is 
possible.  We're  the  JDF  and  we  fund  diabetes 
research.  Research  that  will  change  the 
outlook  for  juvenile  diabetes.  And  for  the 
men,  women  and  children  it  affects. 


rf^  iOF  International. The  Diabetes  Research  Foundation 

^Lr  432  Park  Avenue  South,  New  York,  NY  10016  Tel:  1-800-JDF-CURE. 
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It  may  not  be  pulling 
a  rabbit  out  of  a  hat, 


but  it's  magic 


When  a  city  child  first  gets  a  taste  of  life 
in  the  country,  something  magical  happens. 
Concrete  and  steel  are  suddenly  transformed 
into  green  grass  and  trees.  That's  what  The 
Fresh  Air  Fund  is  all  about.  But  it's  a  kind  of 


magic  that  can  only  happen  with  your  help. 

It  costs  only  $249  for  each  city  child  to 
experience  a  magical  two  weeks.  So  give  to 
The  Fresh  Air  Fund  at  1040  Avenue  of  the 
Americas,  New  York,  NY  10018. 


The  Fresh  Air  Fund 

You're  making  more  than  a  donation. 
You're  making  a  memory. 
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l^fe're  Making  It  Easier  R)r 
KidsToR)cus  OnTheir  Studies. 


GTE  lias  been  adding  some  new  tools  to  the 
classroom.  High  lech  equipment  like  electronic 
cales,  laser  discs  and  oscilloscopes. 

It's  al  l  part  of  a  grant  program  for  secondar>' 
ni  i.th  and  sck  nee  teachers  called  GIFT— Growth 
initiatives  For  ieachers. 

\  program  that  provides  funds  for  teachers  to 


enhance  their  teaching  by  attending  classes,  semi- 
nars and  workshops,  and  purchasing  equipment. 

It  s  just  one  way  GTE  is  working  to  improve  the 
quality  of  education.  And  helping  students  and 
teachers  focus  on  what  s  really  important. 

To  receive  GIFT  information  in  California, 
please  call  800-251-4261. 


THE  POWER  IS  ON 
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ZERO  TOLERANCE  FOR 
PROGRAM  TRADING 


■ would  like  to  voice  my  objection  to 
your  editorial  on  program  trading 
("Index  arbitrage  is  not  the  problem," 
Nov.  13). 

Quite  simply,  you  cannot  separate  the 
good  from  the  bad  in  index  arbitrage/ 
manipulation  as  you  suggest.  Market 
participants  have  learned  how  to  manip- 
ulate under  various  strategies  that  ap- 
pear to  be  perfectly  legal.  Under  the 
guise  of  program  trading,  both  the  gen- 
eral public  and  large  institutional  inves- 
tors are  being  fleeced  on  a  regular  basis. 
The  one  solution  is  to  end  program  trad- 
ing, period.  No  compromise  can  be  ac- 
cepted if  we  are  to  restore  integrity  to 
the  equity  market. 

Ben  A.  Hock  Jr. 
Senior  Vice-President 
Securities  Management 
&  Research  Inc. 
Galveston,  Tex. 

PEOPLE  SKILLS  BELONG 

IN  B-SCHOOL  

It  is  refreshing  to  see  that  the  Univer- 
sity of  Chicago  is  trying  to  teach  more 
than  just  how  to  analyze  a  balance  sheet 
("Chicago's  B-school  goes  touchy-feely," 
The  Corporation,  Nov.  27). 

I  am  enrolled  in  Chicago's  leadership 
program.  As  a  former  naval  officer,  I 
know  all  too  well  the  complexities  of 
becoming  an  accomplished  manager. 
Granted,  this  one  course  will  not  create 
seasoned  managers  upon  its  completion. 
This  comes  only  with  practice.  It  will, 
however,  point  out  the  basic  areas  one 
needs  to  address  to  become  a  proficient 
manager  and  leader. 

R.  Todd  Noden 
Chicago 

In  your  article,  I  am  quoted  as  saying 
that  students  "aren't  going  to  learn 
pei'suasion  skills"  overnight.  In  the  con- 
text of  the  article,  your  reporter  implies 
that  I  am  critical  of  soft-skill  training 
and  Chicago's  leadership  program. 

To  set  the  record  straight:  I  think  the 
program  has  been  a  success.  The  role- 
playing  exercises  have  succeeded  in  get- 


ting students  to  think  about  how.  they 
would  react  in  situations  demanding 
leadership.  While  we  are  all  in  agree- 
ment that  it  is  impossible  to  teach  some- 
thing as  subtle  as  persuasion  or  leader- 
ship overnight,  Chicago's  program  gives 
students  some  new  perspective  on  the 
many  ways  of  leading. 

Martin  J.  Forrest 
Chicago 

Your  article  on  incorporating  people 
skills  into  the  business  curriculum 
does  a  disservice  to  the  University  of 
Denver's  business  school.  What  is 
unique  about  our  MBA  program  is  that 
we  integrate  into  our  courses  a  focus  on 
values,  creativity,  and  communication. 

We  seek  to  examine  ethics,  civic  and 
social  responsibility,  and  basic  profes- 
sional values.  In  the  creativity  theme  we 
inquire  into  the  nature  of  innovation,  in- 
vention and  imagination,  the  fundamen- 
tals of  problem-solving,  and  risk  assess- 
ment. Our  communications  component  is 
successful  at  enhancing  interpersonal 
skills,  oral  and  written  communication, 
and  team-building. 

We  were  doing  much  of  this  before  a 
local  businessman  gave  us  $10  million 
because  he  shares  our  vision  of  produc- 
ing business  leaders — not  just  good 
managers.  One  doesn't  have  to  be  very 
creative  to  realize  that  you  can  do  more 
with  that  kind  of  support  than  offer  a 
seminar  on  wine-tasting. 

Darl  Bien 
Dean 

Graduate  School  of  Business 
University  of  Denver 
Denver 


MORE  ON 

JORDACHE  AND  GUESS  

We  have  serious  misgivings  about 
the  factual  accuracy  and  purport- 
ed fairness  of  "A  'blood  war'  in  the 
jeans  trade"  (The  Corporation,  Nov.  13), 
as  well  as  the  propriety  of  your  report- 
er's attempts  to  pass  off  his  personal 
opinions  in  the  guise  of  investigative 
journalism. 

BUSINESS  WEEK  chose  to  ignore  the 
pattern  of  irregularity  in  which  Ronald 
Saranow  was  involved.  Moreover,  the  at- 
tempt to  characterize  Saranow  as  a  low- 
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What  we  do  with 
)ur  386-based  computers 

is  interesting. 
What  you  do  with  them, 

even  more  so. 


At  NEC,  we  make  machines 
that  run  on  the  purest  and  most  pre- 
cious of  fuels.  The  human  mind. 

With  these  machines  you 
come  face-to-face  with  your 
dreams.  Whether  they  involve 
building  an  ocean-going  vessel  for 


\',\\'\\\\\ 
Pum-rMlile  3Hti/2^ 

at  once-in-a- lifetime  trip  around  the  world,  or  some- 
ing  more  practical,  but  just  as  challenging,  hke  com- 
?x  financial  and  scientific  modeling. 

The  PowerMate®  386/25 
a  high-end  desktop  com- 
iter.  Running  at  25  MHz, 
wait  states,  and  with  a  vari- 
y  of  NEC  high-speed  disk 
Ives,  dreams  come  true  in  /.'V 
hurry  with  this  machine. 


It's  also  the  perfect  network  file  server 

The  PowerMate  SX  Plus  has  a  386SX™  CPU  that 

runs  at  16  MHz.  It  ideally  positions  you  to  run  all  of 

today's  386  software  as  well  as  tomorrow's.  And  it  has 

one  of  the  most  popular  features  in   

the  computer  industry:  386  power 

without  the  386  price.  Ditto  for  the 

PowerMate  Portable  SX.  And  being  a 

portable,  you  can  take  this  machine 

anywhere  your  dreams  may  lead  you. 

As  you  can  see,  NEC  has  certainly  done  a 

lot  with  these  machines  (you  might  expect  that 

from  a  $24  biUion  world  leader  in  computers  and 

communications).  But  it 

doesn't  compare  to  what 

you'll  do  with  them. 


Portable  SX 


NEC 


rMatrSX  Plus 


WE'RE  MAKING  THINGS  BETTER  FOR  YOU 

NEC  Technologies,  Inc.,  1414  Massachusetts  Ave,,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 


IF  YOUR  RETIREMENT  ISN'T  FAR  OFF.  YOUR  FINANCIA 

PARTNER  SHOULD  BE  CLOSE  AT  HANI 

Providing  for  retirement  can  be  an  occupation 
in  itselE  But  our  representatives  can  make  the 
)ob  easier. 

They'll  help  you  hgure  out  how  much  yearh 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-222-2725  Ext.  485 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans,  and  401(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way,  when  it's  time  to  Bnish  working  ai 
one  |ob,  you  won't  have  to  start  another. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


The  name  '"The  New  England"  and  the  monogram  are  registered  service  marks  of  New  Englant 
Mutual  Life  Insurance  Company,  Boston,  Massachusetts 


evel  IRS  employee  when,  in  fact,  he 
3  Chief  of  the  Criminal  Investigation 
.  for  Los  Angeles  completely  under- 
ted  the  situation.  You  also  ignored 

fact  that  the  subcommittee's  find- 
s,  which  revealed  that  the  Marcianos 
iroperly  misused  the  iRS  to  advance 
ir  own  personal  financial  interests, 
•e  supported  by  witnesses  with  first- 
id  knowledge.  And  that  the  Mar- 
ios attempted  to  fight  off  the  investi- 
ion  using  every  means  possible,  at 
rmous  expense  to  them  personally  as 
1  as  to  Guess?  Inc. 
'or  example,  the  Marcianos  refused  to 

interviewed  by  the  subcommittee 
ff;  they  denied  the  staff  access  to  IRS 
jstigation  files  relating  to  the  Mar- 
io kickback  scheme  with  Guess  sub- 
tractors;  they  declined  the  subcom- 
tee's  invitation  to  testify  at  its 
rings;  and  in  the  end,  there  exist  alle- 
ions  to  the  effect  that  the  Marcianos 
coked"  a  key  witness  to  cause  him  to 
line  testifying  at  the  public  hearing, 
'he  writer  also  failed  to  disclose  or, 

that  matter,  even  allude  to  Saran- 
s  expressed  intention  to  exercise  his 
stitutional  right  against  self-incrimi- 
ion  if  subpoenaed  to  testify  before 

subcommittee  regarding  his  involve- 


ment with  the  Marcianos.  In  addition, 
you  did  not  disclose  that  Saranow's  dep- 
uty chief  accepted  employment  with  the 
Marcianos  and  did,  in  fact,  work  at 
Guess  for  the  Marcianos. 

Robert  A.  Spiegelman 
General  Counsel 
Jordache  Enterprises  Inc. 

New  York 

Editor's  note:  The  Marcianos,  who  were 
not  subpoenaed,  provided  or  offered  to 
provide  considerable  cooperation  to 
the  subcommittee.  Saranow,  on  the  ad- 
vice of  counsel,  intended  to  decline  to 
testify  because  he  was  the  target  of  a 
grand  jury  probe.  Saranow's  deputy 
chief  was  dism  issed  by  Guess  after  sev- 
en months.  The  subcommittee  did  not 
allege  he  exercised  any  improper  influ- 
ence on  the  IRS. 

The  subsequent  Justice  Dept.  decision 
to  drop  its  case  against  Jordache — 
contrary  to  your  premise  of  an  upcom- 
ing indictment — is  just  one  of  many  ex- 
amples of  careless  reporting,  misstate- 
ments, and  dissembling  innuendo. 

BUSINESS  WEEK  states  that  journalists 
were  "cajoled"  by  Jordache  investigato'r 
Octavio  Pena  and  somehow  placed  in  his 


service.  You  don't  say  how  this  was  ac- 
complished, nor  does  its  inherent  implau- 
sibility  daunt  you.  Your  writer  also  in- 
sinuates that  I  engaged  in  unethical 
journalism.  For  the  Forbes  and  Time 
stories,  I  interviewed  over  200  sources, 
with  perhaps  a  third  of  those  from  the 
Treasury  Dept.  Fewer  than  10  sources 
were  suggested  by  Pena.  Of  those  10, 
Pena  brought  me  to  meet  with  six — and 
these  were  contacts  of  his  who  were 
fearful  of  talking  to  the  press.  There 
was  no  breach  whatsoever  by  me  of  the 
promise  of  confidentiality.  All  the  re- 
maining 200  or  so  interviews  were  con- 
ducted without  the  knowledge  or  partici- 
pation of  Pena. 

The  writer's  concern  with  journalistic 
ethics  is  intriguing  in  light  of  his  own 
failure  to  meet  with  me  and  give  me  a 
chance  to  defend  my  work  and  conclu- 
sions. All  I  received  was  an  Uth-hour 
call  from  him — he  was  soliciting  a  quote 
and  checking  a  few  "facts."  His  mind 
was  already  made  up.  I  have  since 
learned  that  he  didn't  even  bother  to 
contact  another  key  target  of  his 
charges,  the  House  subcommittee,  which 
will  soon  issue  its  second  major  report 
on  the  Guess-Jordache-IRS  scandal. 

It's  not  every  day  that  a  reporter's 


f  everyone  were  in  the  same  business, 

we'd  be  out  of  it. 


Fortunately  for  us,  there  are  more 
occupations  than  you  can  shake  a  re- 
sume at.  Fortunately  for  you,  we  have 
an  organizer  to  satisly  each  of  them. 

And  once  you  decide  which  you 
like,  you  can  personalize  it  by  adding 
dozens  of  different  refills. 

About  the  only  refill  we  don't  offer 
is  a  social  calendar  that  comes  filled 

nan  Belefant.  Architect  OavlcWalkct;  Math  Teacher        Eileen  Igiichi.  Aerobics  Instructor 

Du'll  find  Day  Runners  in  office  products  stores,  gift  shops,  department  stores,  and  the  hands  ot  organized  people  everywhere  For  more  information,  call  1  (800)  635-5544 
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Welcome  to  The 
Cahfomias. 

One  of  the  most 
durable  myths  about 
this  part  of  the  world 
is  that  it's  on  the 
edge-the  edge  of  the  continent,  the 
edge  of  the  Pacific,  the  edge  of  change 

That's  very  romantic  and  very 
very  misleading.  The  Califomias  are 


the  center,  not  the  edg(  i 
If  you  want  to  be  in 
the  middle  of  things  s 
you  have  to  be  here 
The  California^ 
are  the  wealthiest, 
fastest-growing  market.  Six  hundred 
billion  dollars  last  year  And  growing  3 

The  Gross  State  Product  has 
increased  steadily-65%  over  the  pasi 


rid^  leading 
mdoesnr 


K  years. 

Since  1983,  over  2000  compan- 
s  have  located  or  expanded  their 
aerations  here.  Fully  one-third  of 
nited  States'  high-tech  companies 
'e  here. 

U.S.  trade  with  Asia  now  sur- 
isses  trade  with  Europe.  One  hun- 
red  billion  dollars  of  foreign  trade 
asses  through  The  Califomias  each 


year. 

Remember  that  saying  about 
the  right  place  at  the  right  time?  For- 
get it. 

If  youre  in  the  right  place,  it 
doesn't  matter  what  time  it  is. 

The  Californias* 

California  Department  of  Commerce 
1121  L  Street,  Suite  600,  Sacramento,  CA  95814,  (916)  322-1394. 


stories  are  confirmed  by  a  yearlong  con- 
gressional probe,  and  I  stand  firmly  be- 
hind them.  It  was  BUSIXESS  week — and 
not  I — that  was  thoroughly  duped. 

Richard  Behar 
Correspondent 
Time 
New  York 

Editor's  note:  Though  ive  did  not  talk 
to  Behar  at  great  length,  we  did  give 
him  the  opportunity  prior  to  publica- 
tion to  confirm  or  comment  on  all  of 
the  statements  in  the  article  relating 
directly  to  him. 

WHY  HEALTH  CARE  IS 

IN  CRITICAL  CONDITION  

Your  editorial  neglects  one  of  the 
most  glaring  problems  regarding 
the  explosion  in  medical  costs  ("Treating 
our  ailing  health  care  system,"  Nov.  20). 

The  malpractice  crisis,  if  not  solved, 
will  necessarily  foster  the  upward  spiral 
of  the  cost  of  practicing  medicine.  You 
mention  the  "fight  against  an  arrogant, 
out-of-control  medical  establishment"  as 
though  there  is  no  other  issue.  Someone 
needs  to  talk  to  those  of  us  on  the  firing 
line  about  how  malpractice  has  changed 


the  way  medicine  is  practiced.  Patients 
want  the  best  new  technology" — cost  be 
damned — for  themselves  and  their  fam- 
ilies. If  the  best  is  not  used,  and  a  diag- 
nosis is  delayed  or  missed,  watch  out: 
Here  come  the  attorneys. 

John  F.  Seidensticker,  M.  D. 

Chillicothe,  Ohio 

ARE  MOST  FRANCHISEES 
HAPPY  AS  HELL'? 

'^ed-up  franchisees:  They're  mad  as 
■  hell  and  ..."  (Marketing,  Nov.  13) 
may  be  a  great  way  to  catch  your  read- 
ers' attention.  But  it  is  not  the  balanced 
reporting  that  I  expect  from  the  nation's 
leading  business  weekly. 

May  I  suggest  a  headline  for  the  next 
franchising  storj' — "509,587  Franchisees: 
Happy  as  hell  and  making  money!!" 

The  lead  paragraph  would  read:  "Over 
half  a  million  franchise  business  owners 
backed  by  more  than  3,000  franchise 
companies  recorded  an  average  annual 
sales  growth  of  more  than  8.5^'  last 
year,  well  outstripping  the  economy, 
generating  $640  billion,  employing  7  mil- 
lion Americans,  and  adding  300,000  new 
jobs  to  the  economy. 

The  storj-  would  continue:  "A  report 


published  by  the  International  Francle 
Assn.  noted  that  93^^  of  the  francle 
agreements  that  came  up  for  rene'il 
last  year  were  renewed.  The  study  cv 
eluded  that  this  high  renewal  rate  sj- 
gests  a  high  level  of  satisfaction  i- 
tween  franchisees  and  franchisors  b 
their  mutual  enterprise." 

William  B.  Cherkasky,  Presidl 
International  Franchise  Asl 
Washing! 

IZZY  COHEN: 
A  LONG  WAY  FROM  HAULING  EGGS 

Izzy  Cohen — what  a  guy  ("Why  Gi 
Foods  is  a  gargantuan  success." 
Corporation.  Dec.4y.  The  77-year-olii  v 
at  age  15  (in  1927)  drove  his  dad's  "l 
Chevy  truck  to  Baltimore  to  buy  ej 
and  butter."  I'd  like  to  see  the  vehicle 
drives  today,  and  I  wonder  what  1 
hauling? 

John  Cleaveli 
Durham,  N 


Letters  to  the  Editor  should  be  sent  to  Reai 
Report,  Business  Week,  1221  Avenue  of  the  An 
cas,  New  York,  N.  Y.  10020^  Fax;  (212)  512-4. 
Telex:  12-7960,  Intl.  4998204.  All  letters  musi 
elude  an  address  and  daytime  and  evening 
phone  numbers  We  reserve  the  right  to  edit  lei 
for  clarity  and  space. 


This  Fund  offered  performance 
potential  I  couldn't  ignore." 


Returns  on  $10,000  invested  in  Scudder 
Capital  Growth  Fund  as  of  9  30/89 


514,410 


S28,870 


Why  has  Scudder  Capital  Growth  Fund 
grown  by  more  than  $500,000,000* 
this  year?  One  reason  is  that  this 
aggressive  growth  fund  has  been 
the  top  choice  for  thousands  of 
investors  who  recognize  its  above 
average  risk  and  reward  potential. 
Learn  how  Scudder  Capital  Growth 
Fund's  broad  and  flexible  approach 
to  stock  market  investing  can  help 

enhance  your  return,  too.  Call  1-800-225-2470  ext.  4800  to  learn  more 
about  this  top  performing  pure  no-load-'-'  fund. 


S58.380 


Pcrtormdnce  hgures  are  historical  Imtstment  returns  and 
principal  value  fluctuate  so  that  an  investor's  shares,  when  re- 
deemed, may  be  worth  more  or  less  than  their  original  cost 


^    dder  Capital  Growth  Fund 


0-225-2470  ext.  4800 


SCUDDER 


America's  First 

Family  of  No  Load  Funds  ^ 


*y'i  .(>;  yrowth  includes  transaction  activity  and  capital  change.  Of  course,  past  performance  is  no  guarantee  of  hit  me  results.  Contact 
Scuddc  Fund  Distributors,  Inc.,  Underwriter,  for  a  free  prospectus  containing  more  complete  information  including  management  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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You  expect  your  employees  lo  com- 
municate with  each  other.  Yet  your 
computer  systems  may  not  be  at  all  con- 
versant. Why  expect  less  of  them? 

A  Local  Area  Network  can  weave 
your  business  systems  together  with  a 


standard  LANguage.  A  Memorex  Tfelex 
LAN  allows  your  computers,  workstations 
and  storage  systems  to  work  as  one 
with  a  common  tongue.  Communicating 
as  well  as.  say.  a  board  of  directors. 
Often  better 


Pi  MEMOREX  TELEX 

We  speak  the  L\\guage  of  business: 


For  a  detailed  look  at  the  LA\guage  of  Memorex  Telex  products,  call  1-800-950-3-465. 


©  1989  Memorex  Telex 


A  lot  of  people  are  uninformed  about 
the  latest  developments  in  business  banking 

(Unfortunately,  many  of  them  are  bankers. 

The  business-banking  field  is  fairly  exploding  with  new  product 
and  services  these  days.  Just  ask  any  banker 

Hmm.  On  second  thought, 
maybe  you  shouldn't. 

Now,  understand,  we  don't 
mean  to  disparage  our  chosen  pro- 
fession. But  most  bankers  have  been 
brought  up  to  be  conservators  of 
the  status  quo— as  straight  as  the 
pinstripes  they  wear,  as  staunch  and 
solid  as  the  buildings  they  inhabit. 
And  that's  hne. 

We're  a  little  different  here 
at  Continental,  though.  We  have  this  nagging  teeling  that  a  bank  s  job  shouldn'|eaiji 
be  to  resist  change,  but,  rather,  to  help  its  chents  deal  with  change.  I 

! 

So  we've  become  quite  preoccupied  with  the  search  for  new  ways  to  assis|tfi 
businesses  like  yours.  Even  to  the  point  of  shedding  our  retail  banking  interests  entireh 

•c  19Ky(.i,nniuru,!i  ii.iil.  N /■  -Ml  Sciucli  I  .iS.ilk- Stmi,  (  liiuij;,,.  IHiiu.i^  Wl6';7  | 


You'll  discover  what  this  means  the  first  time  you  sit  down  with  a 
^ntinental  banker. 

Instead  of  massaging,  kneading  and  pummeling  your  problems  until  they^ 
the  standard  banking  solutions,  we  study  your  situation  as  it  really  is,  from 
ery  conceivable  angle. 

Instead  of  trotting  out  the  same  timeworn  collection  of  financial  tools, 

we're  perfectly  willing  to  head 
for  the  foundry  and  forge  some- 
thing new. 

Instead  of  viewing  ortho- 
doxy as  a  thing  to  be  worshipped, 
we  prefer  to  look  at  it  as  a  thing  to 
be  improved  upon. 

What's  our  problem?  Can't 
we  leave  well  enough  alone? 

Well,  we  could.  But  there 
are  plenty  of  banks  doing  that 
eady.  And  plenty  of  companies  to  keep  them  busy  at  it. 

If  your  company  is  interested  in  not  being  one  of  them,  it's  time  we  talked. 
5t  call  (312)  828-5799  and  ask  us  what's  new.  Although  we  should  warn  you: 

)und  here  that's  a  leading  question.  ContlnGlltdl  BSIlk 

A  new  approach  to  business. 


V^Tiere  the 
business  elite  meet 
ill  Tokyo. 

where  else  but 
at  the  Hotel  OkuriL'' 
\X  ith  its 
elegant  aceommodations. 

incomparable  ser\  ice. 
reno\Mied  restaurants  and 

premier  location, 
it's  e\"erything  a  wodd-class 
hotel  should  be. 


TOKYO 

one 

See  your  rrav  .-l  ayent  r,r  our  hotel  representatives 

The  Let^ding  Hotels  of  the  World: 
Tel.  800  22J  nM)ii  Toil  1  ree.  212  838  3110  Collect 
R.F.  Warner.  Inc..  New  York 
Tei  800  888  i :  99  Toll  Kree 
J. .A.  Tetley  Co..  Inc..  Los  Angeles 
Tel  8(H1  421  0000  Toll  Free.  213  388  ll.Sl 


DOWN  TO  THE  WIRE:  UPl'S  FIGHT  FOR  SURVIVAL 

By  Gregory  Gordon  and  Ronalc  E.  Cohen 
McGraw-Hill  •  429pp  •  S19.95 


THE  SAD  SCOOP 
ON  UPl'S  DECLINE 


GEISSLER  AND  RUHE  WERE  FINALLY  FORCED  OUT— AFTER  NEARLY  RUNNING  UPl  INTO  THE  GE 


Of  the  thousands  of  stories  United 
Press  International  has  covered 
during  its  82-year  historj*.  few- 
have  been  as  heartrending  as  its  own. 
UPI  was  once  a  mighty,  far-flung  army 
of  6.000  employees,  an  indispensable 
source  of  breaking  news  for  5.000  print 
and  broadcast  clients.  Decades  of  finan- 
cial and  managerial  turmoil,  however, 
have  depleted  UPl's  staff  to  barely  1,000 
stalwarts.  It  has  been  deserted  by  most 
of  its  biggest  clients.  It  lives  on — but 
only,  as  Down  to  the  Wire  puts  it,  as  a 
"gaunt  shadow  of  its  heyday." 

Wire  is  a  riveting,  if  depressing,  ac- 
count of  UPl's  slow  descent  into  near 
oblivion.  Its  authors,  Ronald  E.  Cohen 
and  Gregory  Gordon — as  UPl's  manag- 
ing editor  and  chief  investigative  report- 
er, respectively — began  covering  the  sto- 
ry in  1985.  Their  often  critical  dispatches 
at  times  embarrassed  their  bosses.  Co- 
hen was  dismissed  in  1986.  Gordon  was 
fired  last  June  after  he  refused  UPl's 
demand  to  review  the  manuscript. 

Written  in  staccato,  wire-copy  style, 
the  book  has  the  breathless  narrative 
drive  of  a  Perils  of  Pauline  movie  seri- 
al: The  authors  recount  an  incessant  suc- 
cession of  fiscal  crises,  during  which  UPl 
was  at  times  within  hours  of  turning  off 
its  machines.  While  its  underpaid  staff 
gamely  persevered  in  the  face  of  bounc- 
ing paychecks.  UPl  fell  victim  to  a  parade 
of  largely  maladroit  owners  and  manag- 
ers. All  were  eager  to  bask  in  the  fading 
glow  of  UPl's  name,  but  they  lacked  any 


workable  revitalization  strategy.  D: 
ing  on  some  700  interviews  with  200 
pie.  including  nearly  all  of  the  maj 
players.  Cohen  and  Gordon  were  able 
recreate,  albeit  sometimes  with  rec( 
structed  dialogue,  most  of  the  pivo' 
executive-suite  action. 

UPI  was  never  exactly  a  cash  co 
Founded  in  1907  as  United  Press 
newspaper  owmer  Edward  Wyllis  Scri; 
to  combat  the  Associated  Press's 
service  monopoly,  it  never  fully  emer] 
from  AP's  shadow,  and  it  languished 
der  E.  W.  Scripps  Co.'s  sleepy  mana 
ment.  Scripps  managers  were  mind: 
that  UPl's  founder  had  considered  1 
creation  as  much  a  public  trust  of  fei 
less,  independent  journalism  as  a  hii 
ness.  But  they  were  unwilling  to  kc 
subsidizing  its  losses.  In  the  late  197' 
they  began  looking  for  buyers. 

Lots  of  media  folks  took  a  look 
the  only  people  willing  to  bite  W( 
Douglas  F.  Ruhe  and  William 
Geissler,  former  SLxties  social  activi 
turned  small-time  Nashville  entrepi 
neurs.  They  had  little  media  experien 
and  even  less  money.  Aware  that 
W'ould  cost  S50  million  in  pension,  sev( 
ance,  and  other  costs  to  close  U) 
Scripps  in  1982  paid  Ruhe  and  Geissl 
S5  million  to  take  the  wire  service  off 
hands.  Despite  initial  promises,  the  p; 
never  invested  any  of  their  own  mone 

As  managers,  says  Wire,  Ruhe  ai 
Geissler  turned  out  to  be  "dismally  i 
ept."  They  put  millions  of  UPI  doUa 
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For  some  men,  dressing 
well  is  the  natural  thing  to 
do.  Their  clothing  conveys 
a  sense  of  style  merged 
with  substance.  A  matter- 
of-fact  elegance.  This 
instinct  for  refinement  is 
precisely  what  Dillard's 
Men's  Department 
epitomizes.  Drawing  on  a 
rich  source  of  prestigious 
labels,  we've  assembled  a 
bounty  of  supierb  options. 
With  a -knowledgeable 
staff  of  sales 
associates  to  insure  an 
exactness  in  fit.  For  the 
man  of  discerning  tastes  ... 
Dillard's  Men's 
Department.  Half  a 
century  of  distinction. 


Classic  navy  stripes  from 
Christian  Dior,  tailored 
of  pure  worsted  wool, 
in  Dillard's  Men's 
Department. 


PURE  WOOL 


Dilland's 

Alabama  •  Arizona  •  Arkansas  •  Florida 
Illinois  •  Iowa  •  Kansas  •  Louisiana 
Mississippi  *  Missouri  •  Nebrasi<a  •  Nevada 
Mm  '^»«i^ktehoriaMi&Pnessee' Je^. 


At  Mazda,  we  believe  a  family  car 
should  be  more  like  one  of  the  family 
than  just  mere  transportation. 

That's  why  we  designed  our  626  to 

CRADLE  YOUR  FAMILY  IN  COMFORT.  It  HAS 
AMPLE  ROOM  FOR  FIVE,  PLUS  AN  INTERIOR 
THAT  INVITES  YOU  TO  COME  IN  AND  RELAX. 


And  because  the  advanced,  fuel 
injected  2.2'litre  engine  and  superb! 

balanced  SUSPENSION  GIVE  YOU  EXCEP- 
TIONAL POWER  AND  CONTROL,  YOu'lL 
FEEL  A  NEW  SENSE  OF  CONFIDENCE  ON  TH 
ROAD.  A  SENSE  OF  CONFIDENCE  YOu'lL 
APPRECIATE,  ESPECIALLY  WHEN  YOu'r; 


Ar.  IT'S  Family. 


1989  Mazdj  Motor  of  America.  Inc 


RYING  PRECIOUS  CARGO  —  LIKE  CHILDREN. 

All  THIS  IS  the  result  of  "Kansei 

ilNEERING,"  WHICH  IS  THE  MaZDA  DESIGN 

cept  based  on  human  feelings.  a 
icept  best  appreciated  by  spending 
e  time  in  this  unique  family  sedan. 
Come  see  the  Mazda  626.  Better 


YET,  BRING  THE  WHOLE  FAMILY.  ThAT  WAY, 
they'll  think  they  had  a  part  IN  YOUR 

DECISION.  For  more  information  call 
this  toll-free  number:  1-800-424-0202. 


It  Just  Feels  Right; 


M 


Friess  Associates  thanks  the  men  and 
women  who  created  the  successful  companies 
and  our  friends  in  the  financial  community 
who  made  possible  Friess  Associates'  ranking 
by  CDA  Investment  Technologies,  Inc.,  as 
one  of  the  top  three  managers  in  the  United 
States  for  the  past  five  years. 

Our  clients  including  the  Nobel  Foundation 
and  shareholders  of  the  Brandywine  Fund  could 
not  have  enjoyed  their  financial  gains  without 
your  contribution.  Thank  you. 


Friess  Associates,  Inc. 
Greenville,  Delaware 


Wilh  new  technology  and  applications  generating  new  possibilities  and  problems  and  raising 
new  guestions,  more  information  executives  are  turning  to  Ttie  BusinessWeek 
Newsletter  for  Intormalion  Executives. 


Here's  wtiy  In  every  issue,  McGraw-Hill  business  journalists  and  specialists  report  on 
everything  that's  happening  in  information  systems  innovation  and  development,  from 
personal  career  enhancement  and  effective  deployment  of  personnel  to  cost  control  and  the 
risks  and  rewards  of  leasing  Exclusive  extra  "Spending  Spreadsheets"  chart  spending 
patterns  by  industry-a  service  found  nowhere  else! 

Crisis  management:  coping  with  worms,  viruses,  terrorists,  budget  cuts,  and  other  disasters  •  Mess 
nr  mesh:  Knitting  together  diverse  PC's,  mainframes  communications  systems,  and  software  •  Board 
room  Negotiations:  Clearing  corporate  roadbloclts  •  Telecommunications  Director:  Rival  or  ally? 
•  Executive  Information  Systems:  Are  these  workstations  for  CEOs  a  threat  to  Information  fVlanagers? 

I !  Guarantees  Your  Satisfaction 

A  uric  ytMi  .subscription  includes  25  issues  for  $495  You'll  also  receive  a  handy  binder  to 
hold  your  issues.  Guarantee:  Your  money  refunded  on  all  undelivered  issues 
if  not  completely  satisfied  To  start  your  subscription,  call  1-800-445-9786  toll-free 
or  212-512-2184  and  have  your  credit  card  ready 

The  BusinessWeek  Newsletter  for  Information  Executives 

1221  Ave.  of  the  Americas.  36th  fl.,  New  York,  NY  10020,  Alt:  Circulation  Department 


Smith  Corona  introduces  the  worlds  first  laptop  word  processor. 


Facts  are  facts,  and  the  sad  fact  is  that  over  70%  of  the 
;ople  who  go  to  all  the  expense  of  buying  computers  and  all 
le  aggravation  of  trying  to  figure  them  out  end  up  using  their 
)mputers  mainly  for  word  processing  and  spreadsheets— 
Dthing  more. 

lb  put  it  simply  the  last  thing  most  people  need  for  their 
ord  processing  is  a  computer  What  they  do  need  is  some- 
dng  that  can  make  writing  reports,  drafting  letters  and  creat- 
g  spreadsheets  easier  and  less  expensive  than  any  computer 
'er  could— a  Smith  Corona  Laptop  Word  Processor. 

To  call  the  Laptop  Word  Processor  user-friendly  is  an  un- 
:rstatement.  If  you  can  use  a  typewriter,  you  already  have  all 
>e  skills  you  need.  In  fact,  you  don't  even  need  an  electrical 


outlet.  With  the  optional  Rechargeable  Power  Pack,  you  can 
write  anywhere  for  hours. 

Of  course,  when  it  comes  to  features,  this  is  one  laptop 
that's  tops.  There's  a  16  Line  by  80  character  display,  a  built-in 
Electronic  Thesaurus,  the  Smith  Corona  Spell-Right'  Diction- 
ary, a  separate,  letter-quality  Daisy  Wheel  Printer,  our  optional 
CoronaCalc  "  Spreadsheet  program.  Sheet  Feeder  and  Carry 
Case,  plus  much  more. 

All  of  which^  we  think  you'll  agree,  make  the  Smith  Corona 
Laptop  Word  Processor  not      =i|||HHc  ^IVillTI  I 
just  an  intelligent  alternative  to  |||||||||e  oPS^V^ 
the  personal  computer,  but  a 
rather  distinct  improvement. 


CORONIK 


PeRSON  AL  WORD  PROC65SOR5 

THE  INTELLIGENT  ALTERNATIVE  TO  THE  PC~ 


For  more  information  on  this  product,  write  to  Smith  Corona  Corporation,  65  Locust  Avenue,  New  Canaan,  CT  06840 
or  Smith  Corona  Canada,  440  Tapscott  Road,  Scarborough,  Ontario,  Canada  MIB  1Y4. 


Innovation  THE  TOWER  OF  BABEL  ANT 

SYSTEMS  INTEGRATION 


The  parable  is  older  than  writing  itself,  cominc  ia*'^ 
us  fronn  the  first  murmurings  of  civilization.  Yet  itspW 
son  seems  to  have  been  aimed  specifically  at  the 
twentieth  century. 

In  Genesis,  Chapter  11,  we  read  of  an  unnarrpf 
people  building  a  great  city  on  the  plain  of  Shii 
(Mesopotamia).  To  the  narrator  of  this  parable,  p| 
ing  across  time  and  desert  from  his  own  nomadic  trl 
tions,  these  folk  were  awesomely  clever  They  all  spci 
one  common  language,  and  because  of  this,  nothj 
was  impossible  to  them. 

The  plan  of  these  ingenious  people  was  to  ered 


Pieler  Bruegel  the  Elder,  c  1560,  Kunsthistorisches  Museum,  Vienna 


e  temple  tower  a  ziggurat,  whose  top  would  reach 
heaven.  It  was  to  be  an  altar  to  their  own  intellect 
would  be  called  Babel,  or  "Gate  of  God!'  But  God 
self  came  down  and  walked  the  streets  of  their  city 
saw  their  project  under  construction.  The  hubns  of 
arrogant  race  angered  him.  He  passed  his  hand 
the  city  and  cursed  it.  Now  where  there  had  been 
language  were  suddenly  hundreds.  Confusion 
led.  Nothing  was  possible.  The  people  abandoned 
city  and  scattered  across  the  land,  taking  with  them 
bewildering  tongues.  And  their  vaunted  temple,  the 
3r  of  Babel,  was  left  untopped;  carrion  for  the  wind, 
rhe  lesson  taught  by  this  ancient  parable  is  uncan- 
Drescientfor  us  in  the  twentieth  century  The  revolu- 
in  information  technology  during  the  past  four 
3des  has  brought  with  it  the  ancient  curse  of  Babel. 


Every  year  witnesses  the  birth  of  new  computer  com- 
panies, all  fiercely  competing  with  faster  more  powerful 
hardware,  new  formats  and  new  languages.  All  contrib- 
uting to  an  atmosphere  of  discord  that  the  narrator  of 
the  Biblical  story  would  have  had  no  trouble  recogniz- 
ing, despite  the  great  gulf  of  time. 

Recognizing  this  discord,  Lockheed  has  a  solution; 
systems  integration.  For  years  the  company  has  been 
synthesizing  apparently  incompatible  systems,  whether 
for  use  in  space,  the  military  or  private  industry  To  this 
end,  Lockheed  has  actually  been  able  to  work  against 
the  Babel  effect.  And  with  everyone  once  again  speak- 
ing the  same  language,  who  knows  what  wonders  are 
possible? 


ckheed 

Giving  shape  to  imagination. 


Our  performance 
speaks  for  itself. 


Twentieth  Century  Growth  Investors 


Average  Annual  Total  Return  as  of  September  30 ,  1989 

52.2'  223"  207'  28.1 


lYear 


5  Years 


10  Years 


15Yeare 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  For  complete  information 
about  Twentieth  Century,  including  charges  and  expenses, 
call  toll-free  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


P.  O.  Box  419200,  Kansas  City.  MO  64141-6200 


No -Load  Mutual  Funds 


McGR^-HILL 


It's  up-to-thc-minutc  business  news.  Online  and  ni  time 
l^y^p^  tor  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Telemet 
or  direct  to  your  mainframe.  For  a  FREE  brochure  call  ?i'id| 
us  toll  -free  at  1-800-426-0647.  And  get  the  news. 


'From  Djiab.iso  I'/lagazinc 


©  1989  McGraw-Hill,  Inc 


delivering  Usefully  Packaged  Informa- 
tion or  recruiting  a  true  believer  with|.i 
very  deep  pockets.  1 
BY  CHRIS  WELLEsI 
Senior  Writer  Chris  Welles  is  an  i?icurable% 
media  junkie. 


BOOK  BRIEFS  I 


THE  SUN  ALSO  SETS:  v 
THE  LIMITS  TO  JAPAN'S  ECONOMIC  POWER 

By  Bill  Emmott 

Times  Books  •  292pp  •  $19.95 


The  notion  that  Japan's  economii 
juggernaut  is  weakening  is  onej 
that  many  nervous  non-Japanese: 
would  love  to  believe.  Thus,  they  may 
flock  to  this  book  for  solace  and  suasion. 
Unfortunately,  the  intriguing  title  prom- 
ises more  than  it  delivers. 

The  bulk  of  the  book  is  a  conventional 
treatment  of  the  rise  of  Japan  and  its 
contemporary  socioeconomic  workings. 
For  those  who  don't  know  much  about 
the  country,  it  is  a  lucid,  informative 
survey.  For  those  who  keep  up  with  Ja- 
pan, there's  little  new. 

Emmott,  The  Ecotiomist's  Tokyo  bu- 
reau chief  from  1983  to  1986,  devotes  no 
more  than  20  pages  to  the  setting-sun 
theme.  And  one  has  to  read  255  pages 
before  learning  that  he  is  not  predicting 
Japan's  imminent  decline,  but  simply 
pointing  out  that  there  are  limits  to  Jap- 
anese power — not  a  startling  assertion. 

As  Emmott  sees  it,  the  source  of  Ja- 
pan's current  power  is  its  huge  capital 
surplus.  "The  more  that  Japan  invests 
abroad,  gives  in  development  aid,  or 
hands  out  as  bank  loans,  the  more  the 
recipients  become  beholden  to  Japan  and 
the  more  that  Japan  or  Japanese  institu- 
tions can  demand  in  return,"  he  ex- 
plains. But  that  surplus  is  bound  to  dis- 
appear between  1995  and  2000,  Emmott 
argues,  as  Japanese  society  rapidly  ages 
and  welfare  payments  escalate,  as 
hordes  of  Japanese  travelers  spend  mon- 
ey abroad,  and  as  the  baby  boom  gener- 
ation consumes  more  than  it  saves. 

Japan's  current-account  surplus  has 
been  declining  lately.  But  equating  pow- 
er with  capital  surplus  is  a  narrow  defi- 
nition. Emmott  all  but  ignores  Japanese 
technology,  corporate  might,  and  mili- 
tary strength,  none  of  which  is  likely  to 
decline  soon.  If  Japan  opens  up  suffi- 
ciently to  become  a  major  world  market, 
its  clout  will  grow.  And  the  country's 
direct  investments  throughout  the  world 
are  bound  to  accelerate  in  the  foresee- 
able future,  giving  Japan's  companies,  if 
not  its  government,  greater  sway. 

Japan  is  no  more  immune  to  historical 
cycles  than  any  other  country.  In  time,  it 
will  be  eclipsed.  But  it  is  hardly  high 
noon  for  Japan's  day  in  the  sun. 

BY  ROBERT  NEFP 
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Now  There  AreTwo  Choices 
For  OS/2  Databases: 

Open  Server    Qosed  Server 


Server 


ORACLE  Server 

Runs  on  every  vendor's  operating  system: 
OS/2:  VINESf  UNIXrVAX^  VMS,  IBM"  MVS,  etc. 

Supports  every  vendor's  local  area  network  protocol: 
Novell's'  SPX/IPX,"  NetBIOS,  Named  Pipes,"  etc. 

Transparent  access  to  data  in  other  vendor's  databases: 
IBM's  DB2'"  and  SQL/DS,  and  Digital's  RMS. 

Transparent  data  sharing  between  all  your  computers: 
PCs,  minis  and  mainframes. 

Your  Lotus  1-2-3*  spreadsheets  and  dBASE  - applications 
work  with  ORACLE  Server  today. 

Developers  have  a  complete  and  integrated  family  of  portable 
tools  for  CASE,  applications  generation,  report  writing,  etc. 

Programmers  can  use  interfaces  from  C,  COBOL,  and  FORTRAN.       Supports  only  C. 


Ashton  Tate"  SQL  Server 

Runs  only  on  OS/2. 

Supports  only  Named  Pipes. 

Does  not  provide  access  to  any  other  database 

Can't  even  transparently  share  data  between 
two  PCs  running  Ashton-Tate  SQL  Server. 

Doesn't  work  with  either  Lotus  1-2-3  or  dBASE 
just  yet. 

Supports  only  Focus. 


ORACLE  Server  is  certified  by  Codd  and  Date  to  run  at 
11.0  TPl  transactions  per  second. 


Ashton-Tate  SQL  Server's  published  benchmarks 
show  it  to  be  slower 


Call  1-800-ORACLEl ,  ext.  8365  today  and  order  ORACLE  Server  for  OS/2  for  only  $2499  and  get  six  months  of  phone 
support  and  upgrades  for  free  (a  $500  value) .  Or  try  our  Developer's  Version  (limited  to  3  Users)  for  only  $699. 

ORACLe* 

The  Open  Server 
Call  1-800-ORACLEl,  ext.  8365 

©1989  Oracle  Corporation.  ORACLE  and  ORACLE  for  1-2-3  are  registered  trademarlcs  of  Oracle  Corporation.  ORACLE  Server  for  OS/2  is  a  trademark  of  Oracle  Corporation.  IBM,  OS/2  and  DB2  are  registered 
trademarks  of  International  Business  Machines  Corporation.  Novell  is  a  registered  trademark  of  Novell  Corporation.  SPX/IPX  is  a  trademark  of  Novell  Corporation.  UNIX  is  a  trademark  of  .M&T  Bell  Labora- 
tories. Ashton-Tate.  SQL  Server,  and  dBASE  are  registered  trademarks  of  Ashton-Tate  Corporation.VAX  is  a  registered  trademark  of  Digital  Equipment  Corporation.  Named  Pipes  is  a  trademark  of  Microsoft 
Corporation.VlNES  is  a  registered  trademark  of  Banyan  Corporation.  Lotus  1-2-3  is  a  registered  trademark  of  Lotus  Development  Corporation.  Call  1-800-ORACLEl  for  hardware  and  software  requirements. 


Sob  and  I  were  having  lunch  the  other  day,  and  we 
•tarted  comparing  brokerage  accounts.  As  it  turns  out, 
have  a  rrmch  better  deal.  I  have  Schwab  One?' 


Member  SIPC/New  York  Stock  Exchange,  Inc 


'Bob  pays  $80  for  a  brokera^ 
account  with  checking.  I  pay  zip." 


\ob  has  a  "cash  management" 
.ccount  with  a  full  commission 
troker.  When  he  needs  money, 
le  can  write  a  check. 

So  can  I.  But  I  don't  pay  for  the 
)rivilege.  I  have  a  Schwab  One 
)rokerage  account. 

ill  the  bells  and  whistles. 

Vith  Schwab  One,  I  can  invest  in 
tocks,  options,  mutual  funds, 
»onds— same  as  Bob. 

I  can  write  checks,  use  my 
ree  VISA®  debit  card,  earn 
ncome  on  any  between -invest - 
nent  cash,  and  borrow  against 
ny  portfolio.  Again,  just  like 
5ob.  So  what's  the  difference? 

»Jo  annual  fee.  Low  opening 
>alance.  Commission  discounts. 

'here's  no  annual  fee.  While 


iember  SIPC 

)Charles  Schwab  &  Co.,  Inc. 


Compare 
Schwab  One  to 
Similar  Accounts 

Annual 

Fee 

Initial 
Deposit 
Required 

24-Hour 
Service 

Commission 
Discounts 

Scliwab@MS 

Free 

$5,000 

Yes 

Yes 

Merrill  Lynch 

Cash  Mgmt  Account 

$80 

$20,000 

No 

No 

Dean  Witter 

Active  Assets  Account 

$80 

$10,000 

No 

No 

Shearson  Lehman 

Financial  Mgmt  Account 

$100 

$10,000 

No 

No 

Bob  agrees. 
When  he 
switches  to 
Schwab  One,  he'll 
save  $80.  And 
he'll  save  even 
more  with 
Schwab's  low 
commissions. 
Bob  owes  me 
one. 

For  free  Schwab 
One  information 


Based  on  a  survey  conducted  by  Schwab  in  November,  1989. 

Bob  pays  $80, 1  pay  zip.  And  it  without  sales  pressure  visit 

only  takes  $5,000  to  open  Schwab  today  or  call: 
Schwab  One.  That's  cash,  stocks,  or\f\  crorr  oonn 

or  any  combination.  A-oUU-Dt5 Y-O^UU 

The  bottom  line? 

Schwab  One's  a 
better  deal.  And 


Charles  Schwab 

We  give  you  more  ways  to  succeed. 


conomic  Viewpoint 


A  COMMONSENSE 
APPROACH  TO 
TAXING 
CAPITAL  GAINS 


BY  ALANS.  BUNDER 


Among  other  changes, 
declare  preexisting  assets 
ineligible  for  the 
lower  tax  rates.  Then,  pick  a 
sliding  tax  scale  that  starts 
well  above  28%  for  very 
short-term  investments  and 
ends  much  below  28%  for 
very  long-term  investments 


ALAN  S.  B'ljMDER  IS  THE  GORDON  S.  RENTSCHLER 
MEMORIAL  PROFESSOR  OF  ECONOMICS 
AT  PRINCETON  AND  AUTHOR  OF 
HARDHEADS,  SOFT  HEARTS 


on't  think  that  you  have  seen  the 
last  of  the  capital-gains  tax  mon- 
stei".  It  is  merely  lying  low  until 
the  next  legislative  session.  Already,  the 
Administration  and  several  members  of 
Congress  have  declared  their  intention 
of  introducing  legislation  to  cut  capital- 
gains  taxes  next  year — one  way  or  an- 
other. The  operational  question  may  be 
not  whether,  but  how. 

I  will  not  repeat  the  many  cogent  eco- 
nomic arguments  against  taxing  capital 
gains  at  preferentially  low  rates:  You 
have  read  them  all  in  this  space  already. 
But  economic  policy  in  our  democracy  is 
made  by  duly  elected  politicians,  not  by 
self-appointed  economic  experts.  And  the 
political  impetus  for  lower  capital-gains 
taxes  may  not  go  away. 

In  politics,  they  say,  you  can't  beat 
something  with  nothing.  If  so,  we  econo- 
mists should  be  thinking  about  alterna- 
tives that  are  less  bad  than  some  of  the 
awful  ideas  kicking  around  in  Washing- 
ton. To  start  this  process,  I  think  almost 
everyone  can  agree  on  two  principles. 
EXCESS  RELIEF.  First,  any  reduction  in 
capital-gains  taxes  should  apply  only  to 
new  investments,  not  to  preexisting  as- 
sets. Why?  Because  society  presumably 
cuts  taxes  on  capital  gains  to  encourage 
more  productive  investment.  Surely,  no 
tax  incentive  can  alter  investment  deci- 
sions that  were  made  in  the  past.  Econo- 
mists Daniel  Feenberg  and  Lawrence 
Summers  recently  estimated  that  own- 
ers of  old  assets  would  garner  75%  to 
80%  of  the  tax  relief  granted  in  the  first 
five  years  of  most  commonly  suggested 
capital-gains  plans.  That  means  that  lim- 
iting any  tax  cut  to  new  assets  would 
provide  exactly  the  same  investment  in- 
centives at  about  20%  of  the  short-run 
revenue  cost.  Extending  tax  benefits  to 
old  investments  encourages  nothing  but 
smiles  of  appreciation — and  political  do- 
nations— from  their  owners. 

Second,  if  we  are  to  parcel  out  goodies 
to  investors,  we  should  probably  favor 
long-term  investments  over  short-term 
ones.  The  charge  that  American  busi- 
ness is  obsessed  with  short-run  perfor- 
mance is  highly  controversial.  But  I 
have  yet  to  hear  anyone  argue  that  U.  S. 
investors  are  too  future-oriented.  So,  tax 
breaks  for  capital  should  probably  be 
designed  to  tilt  the  playing  field  in  favor 
of  the  long  term. 

These  two  criteria  allow  us  to  dismiss 
the  President's  plan.  Lowering  the  maxi- 
mum tax  rate  on  capital  gains  to  15% 
would  shower  benefits  on  old  invest- 
ments and  help  short-term  and  long-term 
investments  equally. 

Indexing,  which  I  have  long  favored, 
scores  better  on  both  counts.  If  we 
taxed  only  capital  gains  in  excess  of  in- 
flation, and  taxed  them  as  ordinary  in- 


come, patient  capital  would  gain  a  gn 
deal  while  hit-and-run  capital  would  g! 
little.  If  the  indexing  privilege  were  \] 
ited  to  new  assets,  the  revenue  Id 
would  be  small  for  many  years.  Thd 
are  two  possible  drawbacks,  however] 
TOUGH  CALLS.  First,  indexing  capii 
gains  without  indexing  interest  invi< 
people  to  borrow  to  purchase  appreeii 
ing  assets;  the  inflation  component 
the  interest  they  pay  would  be  tax  o 
ductible  while  the  inflation  component 
their  capital  gains  would  be  untaxed.  \ 
can  close  this  loophole  by  indexing  inU 
est  expense — and  income — as  well, 
if  we  cannot  do  both  at  once,  a  judgme 
call  arises.  Is  it  better  to  index  capil 
gains  today  and  hope  to  index  intere 
tomorrow?  Or  is  it  better  to  forsake 
dexing  altogether?  I  say,  go  for  it.  But 
reasonable  person  could  reach  the  opj] 
site  conclusion. 

The  second  drawback  requires  anoth 
judgment  call.  Because  real  estate  i 
vestments  are  typically  held  longer  th 
other  assets,  indexing  would  be  especis 
ly  beneficial  to  real  estate.  Some  econ 
mists  count  that  a  big  negative  becau: 
housing  is  already  tax-favored.  Th(; 
have  a  point.  But  I  can  think  of  wor; 
things  than  subsidizing  home  ownershii 

If  not  indexing,  then  what?  One  poss 
bility  is  a  sliding-scale  tax  that  appli« 
lower  tax  rates  the  longer  an  asset 
held.  Such  a  plan  clearly  favors  lonj 
time  horizons.  And,  if  the  more  generoi 
tax  schedule  is  applied  only  to  new  ii 
vestments,  it  meets  my  first  criterion  s 
well.  Senator  Bob  Graham  (D-Fla.)  n 
cently  introduced  a  sliding-scale  capita 
gains  tax  in  the  Senate.  Unfortunateh 
it  applies  to  old  as  well  as  new  inves 
ments  and  cuts  all  tax  rates  below  28' 
(for  assets  held  over  a  year).  That  add 
up  to  lost  revenue. 

We  can  fix  this  problem  in  two  steps 
First,  declare  preexisting  assets  inelig: 
ble  for  the  lower  tax  rates.  Then,  pick 
sliding  tax  scale  that  starts  well  abov 
28%  for  very  short-term  investments  an^ 
ends  much  below  28%  for  very  long-terr 
investments.  With  some  ingenuity,  Trea 
sury  could  even  design  a  schedule  of  tai 
rates  that  makes  the  plan  revenue-neu 
tral  under  the  current  distribution  ol 
holding  periods.  Such  a  plan  would  los< 
revenue  only  if  investors  began  to  hold 
assets  longer — in  which  case  the  publi< 
would  have  bought  something  for  it^ 
lost  revenue. 

Yet  a  third  possibility  is  to  couple  eil 
ther  a  lower  tax  on  capital  gains  on 
better  yet,  indexing  with  a  small  tax  or 
transactions,  as  suggested  by  Summers 
Such  a  combination  would  benefit  long 
term  investors  at  the  expense  of  short 
term  traders,  which  should  do  the  econo 
my  no  harm.  1 
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Switch  your  IRA  to  Vanguard 


PROTECT  YOUR 
REHREMENT  ASSETS. 
DIVERSIFY  WITH  VANGUARD. 

If  you  have  regularly  contributed  the 
maximum  to  your  IRA  since  1982,  you 
probably  have  $10,000  or  more  working  for 
you.  But  how  hard  is  it  working? 

lb  keep  your  retirement  investments 
on  course,  you  should  consider  the  best 
way  to  diversify  those  assets. 

Vanguard  gives  you  the  freedom  to 
choose  the  types  of  investments  you  need. 
Our  large  choice  of  funds  means  you  have 
the  diversity  you  need  to  help  protect  your 
retirement  assets  in  today's  uncertain 
markets. 

You  may  choose  to  invest  in  a  balanced 
fund  created  specifically  for  IRAs.  For 
example,  our  unique  STAR  Fund  makes 
retirement  investing  simple  by  using  four 
underlying  strategies  in  one  fund  by  com- 
bining different  Vanguard  funds. 

Or,  if  you  prefer,  create  your  own  bal- 
anced portfolio  by  investing  in  Vanguard 
stock  and  bond  funds  and,  perhaps,  a 
Vanguard  money  market  fund. 

When  you  invest  with  Vanguard  you 
won't  pay  loads,  "12b-l"  fees  or  commis- 
sions on  your  reinvested  dividends.  What's 
more,  Vanguard  has  very  low  operating 
costs. 


These  cost  advantages  mean  more  money 
working  for  you.  And,  since  IRAs  accrue 
earnings  tax-deferred,  the  Vanguard 
Advantage  becomes  even  more  evident 
over  the  long  term. 

It's  easy  to  switch  to  a  Vanguard  IRA— 
commission-free.  Our  free  Vanguard  IRA 
Information  Kit  includes  a  simple  form  to 
transfer  or  roll  over  your  IRA  assets.  Just 
send  it  to  us  and  we'll  arrange  to  have  your 
assets  moved  to  a  Vanguard  IRA— at  no 
charge. 

Call  now  to  learn  more  about  diversify- 
ing your  IRA,  and  you'll  receive  our  free 
booklet  "How  lb  Be  Your  Own 
Investment  Manager." 

Call  1'800-662'SHIP 

24  Hours,  7  Days  for  a  / 
free  IRA  Information 
Kit  and  this  free 
booklet. 


IN  PHILADELPHIA  visit  our 
Investment  Center  at  1700  Market  Street. 


TH^ariOTardGRDUP 

^^OF  INVESTMENT  COMPANIES. 


Transfer  Or  Roll  Over  To  Any  Of 
These  Vanguard  Funds— Free  Of  Any  Tax  Penalty 


Money  Market  Funds 

Prime  Portfolio 
Federal  Portfolio 
U.S.  Treasury  Portfolio 

Corporate/Government 
Bond  Funds 

Short  Term  Bond  Portfolio 
Short  Term  Government 

Bond  Portfolio 
GNMA  Portfolio 
U.S.  Treasury  Bond  Portfolio 
Investment  Grade  Bond  Portfolio 
High-Yield  Bond  Portfolio 


Equity  Funds 

Explorer  II 

W.L.  Morgan  Growth  Fund 

Service  Economy  Portfolio 

Health  Care  Portfolio 

Gold  and  Precious  Metals  Portfolio 

Energy  Portfolio 

Technology  Portfolio 

Windsor  II 

World  Fund-US.  Growth 

World  Fund— International  Growth 

PRIMECAPFund 

Equity  Income  Fund 

Asset  Allocation  Fund 


Balanced  Funds 

Wellington  Fund 
Wellesley  Income  Rind 
STAR  Fund 

Convertible  Securities  Fund 

Index -Oriented  Funds 

500  Portfolio 

Extended  Market  Portfolio 
Small  Capitalization  Stock  Fund 
Quantitative  Portfolios 
Bond  Market  Fund 


We  urge  you  to  read  a  Rind's  prospectus  carefully  before  you  invest  or  send  money  It  contains  complete  information  on  advisory  fees,  distribution  charges  and  other  expenses. 


DriwSng  Imcifl 
■ifo  tfie  possni 


Tnt  sririrtesTf  m.  Voh'o  GM  'Ht^E^"\  TriL::k 
CDmnralJor.  art  m  ihf  forefroTii  of  iriii:i: 
■iz'.L'ri::'i:ij:>r"^ .  iind  ihe^v  "-v'f  nro'ver;  it  v^-irb  ihsimev 
^Ok'HiTEGMC'^  Aerc  Ssne^  iruckK:  i  prime 
£)jimpjf  DT  hsiiv'x  iruck  qiialin  nnd  sccmcrmx. 
Trtr  As~:'  Ssrief  pro^uiief  i  reiRHrkiibjf  Jsa's] 
of  ore^iO  Drjii  pra,iiiri:\uT\  and  d^^'^J  i;oirij  on 
xH  i  '^'ST}  cornpsiiin'f  cost. 

P-aT"Ls*  If  Disitsed  lo  be  a  ksy  supplier  lo  Volx'O 
GM  Hs-HX'x  Truck  forlhif  vshicie  line.  B\  \^'□ri.- 
inr  17.  piirmership  frnni  ihe  loitial  snrinesrmp 
siiiijeK.  v'r  hii'v'f  heer:  uWe  lo  help  ihifv  comp^x 
achjevf  Ef-.  stririiieni  penorrricmue  and  cosi  ^o-als. 

Re'engineered 
for  total  product 
efficiency 


sexilf..  and  man}  more  nem^s.  Tiiis 
produci  consolkiarjoTj  ha*^  Jieiyjiied 

SLpiificaTII  COST 

siTv'iTHii-  for  Voh'O 
GM  Heax-A  Truck. ! 
vy'-hHe  mcreiifims 
quiilin  imd 
Berformance. 


Smre  Vo]\'o  GM  Hei;\'}  Truck  eniiineerf 
vere  ijoinx  i:-  rr-ihmk  ymiiiAy  ex'en  maio~  ^ 
eiemen:  :)f  ihese  "vaTTTTEGMG  rruci.s.  :he     '  ' 
iisi.ec  Pa"keT  moDOTr-conircr  experif-  io 
lake  pa",  ir  iht  process.  We  responded 

v'oHurLC  vith  iher  technica] 
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rtem.^  :hrou£iri  mnovai:ve  produci 
:  :)r;so:ida:)or:  and  siandard}- 
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~iee"  :-iistomer  specifi canons. 

.-'un.e:-  n'?v  suppoes  ihe  .Aerc: 
:>e"ie:~  v.'ith  hx'dT'auii:  nans  anc 
cci~in;ri-nis.  fluid  conneciors. 
ni'a-     T.iniis.  v  af^es.  ihermcv-piastiL 
host      \e-s.  air-condiiioniiis:  sx'siems. 


A  partnersh 
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Improving  productivity 
the  Parker  way 


However,  Parker's  involvement  in  cost 
reduction  extended  beyond  system  simplification  into  the 
important  areas  of  inventory  management  and  manufacturing 
technology  utilization.  Why?  As  a  "total  value  supplier," 
Parker  is  committed  to  offering  Volvo  GM  Heavy 
Truck  a  comprehensive  cost  reduction  program 
based  on  a  mutual  long-term  relationship. 
This  explains  v^hy  Parker  continues  to 
be  the  leader  in  providing  superior  com- 
ponents and  systems  values  for  truck 
i  and  vehicle  manufacturers  of  all  types, 
'   all  over  the  world. 

Geared  up  for 
financial  growth 

As  a  S2.52  billion  worldwide  enter- 
prise, Parker  is  the  largest  company  in 
I  he  motion-control  industry,  with 
impressive  growth  potential. 

Parker  has  over  400  product  lines  in 
hydraulic,  pneumatic,  and  electro- 
mechanical applications,  hi  motion 
control,  no  single  competitor  presents  a 
product  line  as  broad  as  Parker's.  Our 
shareholders  have  benefitted  from  this 
diversity  with  33  consecutive  years  of 
dividend  increases  and  158  consecutive 
quarterly  dividends. 

For  a  copy  of  our  Annual  Report,  write: 
Parker  Hannifin  Corporation. 
Dept.  BW-IOA.  17325  Euclid  Avenue, 
Cleveland.  Ohio  441 1  2- 1 290 


vital  technologies 


conomic  Trends 


BY  GENE  KORETZ 


JOB  GAINS  MAY  ADD  UP 
TO  LESS  THAN 
MEETS  THE  EYE 


Even  with  the  continuing  decHne  in 
manufacturing  emplojTnent  in  No- 
vember, many  obsen^ers  point  to  the 
210,000  rise  in  payroll  employment  as 
evidence  that  ser\-ice-based  industries 
can  keep  the  economy  on  an  even  keel. 
Economist  Martin  H.  Barnes  of  The 
Bank  Credit  Analyst  has  some  qualms 
about  the  quality  of  recent  employment 
gains,  however.  He  notes  that  about  50" « 
of  the  2.58  million  increase  in  payroll 
jobs  over  the  past  year  is  accounted  for 
by  only  three  industries:  health  ser\"ices, 
retailing,  and  government.  "None  of 
these  industries  produces  exportable  ser- 
vices, and  all  have  uncertain  productivity 
records,'"  he  says.  "Their  contribution  to 
the  underlying  health  and  competitive- 
ness of  the  U.  S.  economy  is  question- 
able, to  sav  the  least." 


CHILD  CARE:  A  KEY 
TO  CUTTING 
WELFARE  ROLLS? 


Last  year's  welfare  reform  law,  the 
Family  Support  Act,  requires  states 
not  only  to  provide  skills  training  and 
job  placement  services  to  all  able-bodied 
welfare  recipients  but  also  to  offer  them 
child  care  and  medicaid  for  one  year  af- 
ter they  find  a  job.  Similar  features  are 
embodied  in  the  Massachusetts  Employ- 
ment &  Training  lETi  Choices  program 
set  up  in  1983.  And  if  a  preliminary' 
study  of  the  Bay  State's  progi-am  by  the 
Urban  Institute  is  any  indication,  such 
benefits  might  just  succeed  in  helping  a 
significant  number  of  people  get  off  wel- 
fare and  on  to  job  rolls. 

The  study  found  that  some  W'  of 
adults  on  welfare  in  Massachusetts  in 
1987,  mostly  mothers  with  dependent 
children,  made  use  of  substantive  ser- 
vices such  as  remedial  education,  voca- 
tional training,  and  job  placement  pro- 
vided by  the  voluntary-  ET  program. 
Moreover.  44%  of  the  latter  group  actu- 
ally found  work,  and  most  were  still  em- 
ployed a  '  r  ar  later — either  in  the  same 
job  or  a  n:  i»  rent  one. 

What  It  iid  the  availability  of  transi- 
tional mc-  r  onsored  health  insurance 
and  chiif:  -  -  play?  Only  99^  of  those 
who  foune  .rk  through  ET  signed  up 
for  the  me  1  program,  but  55^^^  didn't 
need  to  be>...  e  they  had  employer-spon- 
sored heslrh  'nsurance  on  their  jobs. 


About  28%  also  chose  to  use  the  vouch- 
ers available  to  pay  for  licensed  day  care 
programs  for  their  children. 

Clearly,  Massachusetts'  economy, 
booming  until  recently,  played  no  small 
part  in  the  apparent  success  of  its  ET 
program.  But  so.  the  Urban  Institute 
study  suggests,  did  the  program's 
health  and  child  care  features.  Access  to 
affordable  child  care  on  a  regular  basis 
and  access  to  either  government-  or  em- 
ployer-sponsored health  care  coverage,  it 
concludes,  were  "significantly  associated 
with  welfare  clients  staying  employed  or 
keeping  their  jobs  longer." 


FALLING  MATERIALS 
PRICES  ARE 
FLASHING  A  WARNING 


It  wasn't  too  long  ago  that  commodity 
prices  seemed  to  be  signaling  latent 
strength  in  the  economy.  The  widely 
watched  and  long-dormant  Commodity 
Research  Bureau's  futures  price  index 
began  a  modest  but  broad-based  move  to 
higher  ground  in  early  September,  and 
by  late  November  it  was  at  its  highest 
level  in  five  months.  Meanwhile,  the 
CRB's  spot  price  index  of  13  industrial 
raw  materials  entered  a  modest  uptrend 
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in  mid-August.  And  the  Journal  of 
Comynerce's  more  inclusive  spot  indus- 
trial commodities  price  index  moved  to 
its  highest  level  in  several  years. 

Now,  the  situation  has  changed  dra- 
matically. While  the  CRB's  futures  price 
index  has  moved  sideways,  its  spot  in- 
dustrial index  has  been  declining  almost 
daily  since  early  October,  plunging  from 
329.2  to  a  14-month  low  of  302.6  (chart). 
And  the  Journal  of  Commerce's,  index 


has  followed  suit.  "A  lot  of  people  hav 
been  confused  by  the  relative  strengt 
of  futures  prices,  which  have  been  heav 
ly  influenced  by  the  recent  pickup  i 
precious  metals  prices,"  says  economis 
Maun,"  N.  Harris  of  PaineWebber  In( 
"They  have  forgotten  to  look  at  spo 
industrial  prices,  which  reflect  transac 
tions  in  the  industrial  marketplace." 

To  Harris,  the  slide  in  raw  material 
prices  points  to  "an  economy  skating  o 
ver\-  thin  ice."  It  confirms  the  sharp  ir 
dustrial  slowdown  apparent  in  the  eigh' 
month  decline  in  manufacturing  emplo} 
ment  and  constitutes  an  implicit  warnin; 
to  the  Federal  Reser\'e.  "If  the  Fe 
wants  to  avert  a  recession,"  says  Harris 
"it  will  have  to  act  soon  to  lower  intere.« 
rates  decisivelv." 


CARMAKERS'  MALAISE 
HAS  SPREAD 
BEYOND  DETROIT 


Economist  Edward  E.  Yardeni  of  Pnj 
dential-Bache  Securities  Inc.  has  ni 
doubts  about  the  cause  of  the  shar] 
drop  in  industrial  commodities  prices 
"The  automotive  recession,"  he  says, 
now  impacting  the  industrial  economy  i 
and  economic  growth  in  the  curren 
quarter  should  be  flat  as  a  result." 

Yardeni  points  out  that  both  dom.esti< 
and  imported  car  sales  in  Novembe: 
were  dismal.  As  a  result,  auto  maker 
slashed  domestic  production  to  a  6.3  mil 
lion-unit  annual  rate  in  November — fai 
below  their  scheduled  rate  of  6.9  million 
"Since  Detroit  reveals  its  productioi 
schedule  in  advance  so  its  suppliers  cai' 
plan  their  own  output,"  says  Yardeni 
"it's  ven,"  unusual  for  the  industrj'  to  cu 
back  so  far,  so  fast.  Carmakers  an 
clearly  running  scared." 

The  mood  is  unlikely  to  change  for  i 
while.  Ronald  Glantz  of  Montgomen,-  Se 
curities  notes  that  even  with  Novem 
ber's  drastic  cutbacks,  production  stil 
outpaced  sales  by  a  disheartening  marl 
gin — resulting  in  a  jump  in  inventoriefi 
to  88  days'  supply  at  the  end  of  Novem' 
ber.  And  even  with  further  cuts  in  out 
put,  he  expects  inventories  to  rise  stil 
further,  to  90  days'  supply  by  yearend. 

The  upshot,  says  Glantz,  is  that  "tht 
auto  industry  will  almost  certainly  con 
tinue  to  slash  production  in  the  firsi,-. 
quarter — and  unleash  a  massive  incea 
tive  program  to  move  cars  out  of  show-' 
rooms.''  And  that,  notes  Prudential 
Bache's  Yardeni,  will  depress  growtl 
again  in  the  first  quarter,  push  industri 
al  commodity  prices  down  still  further 
and  reinforce  fears  that  the  recession  ir 
the  industrial  sector  may  be  spreading 
to  the  economv  as  a  whole. 
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What  made 
,  us  the 
best-selling 
workstation 
in  history? 
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SP/^RC  station  1 


Maybe  it  waa 

again,  it  could  have  with  the  easy-to-use         most  popular  32-bit  standards. 


Then  again,  i 
been  the  little  purple  feet.The 
low-profile  case.  And  all  the 
other  things  ihat  say  this  is  no 
ordinary  wo; ; '  totion. 

Or  it  could  r>ave  been  the  fact 
that  we  built  SPARCstation™  1  on 
open  SPARC™  arciiitecture.  And 
gave  it  a  screaming  12  MIPS. 
For  less  than  $9,000!  Complete 


easy-t 

OPEN  LOOK™  interface.  And 
built-in  audio. 

But  whatever  the  reason, 
in  six  short  months,  this  has 
become  the  most  popular  UNIX' 
RISC  desktop  ever  With  over 
40,000  sold. 

All  by  itself,  it's  establishing 
SPARC  as  one  of  the  three 


popular . 
Along  with  DOS/386  and 
Macintosh.' 

It's  attracted  a  huge  number 
of  software  developers.  Already, 
we  can  offbr  more  than  1,400 
SPARC  ware™  applications  from 
WordPerfect' to  AutoCAD™  to 
Oracle' RDBMS.  And  we're 
seeing  more  every  day 


'0 1989  Sun  Microsystems,  Inc.  Sun  Microsyslems  is  a  registered  trademark  of  Sun  Microsystems,  Inc.  SPARCstation,  SPARC,  SPARC  ware,  and  Systems  for 
Open  Computing  are  trademarks  of  Sun  Microsystems,  Inc.  UNIX  is  a  registered  trademark  of  AT&T.  OPEN  LOOK  is  a  trademark  of  AT&T.  All  other 


)ur  dimples. 

It's  even  develoned  a  definite    server  for  the  most   M  information,  eive  u 


It's  even  developed  a  definite 
cult  following.  People  stay  late 
fooling  around  with  different 
ways  to  use  it.  They're  inventing 
all  kinds  of  applications  that 
have  other  people  just  shaking 
their  heads. 

And  now,  just  to  keep  the 
momentum  rolling,  we're  intro- 
ducing a  new  file  and  database 


server  for  the  most 
demanding  workgroup  appli- 
cations. SPARCserver™490.  It 
lets  you  take  the  productivity 
of  your  group  to  an  entirely 
new  level.  And  overall,  it  gives 
us  the  most  complete  range  of 
100%  compatible  distributed 
computing  products. 
So  if  you'd  like  complete 


information,  give  us  a  call  at 
1-800-821-4643.  Or  in  California, 
caU  1-800-821-4642. 

And  we'll  show  you  why  we're 
so  popular.  Even  if  we  are  so 
good-looking. 

#sun 

^  microsystems 


products  or  services  mentioned  in  this  document  are  identified  by  ttie  trademarks  or  service  marks  of  their  respective  companies  or  organizations. 
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With  losses  of  more  than  a 
hundred  million  dollars  over 
the  last  25  years  and  five  re- 
cent management  changes, 
United  Press  International  — 
once  a  world  renowned  media 
giant— today  barely  clings  to  life. 
Ironically,  in  the  process,  the 
Associated  Press  again  has  be- 
come the  monolith  that  UPl  was 
originally  founded  to  counterbal- 
ance, leaving  no  other  independent 
U.S.  wire  service  to  challenge  it. 
What  happened?  Why?  Down  to 
the  Wire  gives  us  a  compelling  and 
dramatic  inside  account  of  the 
international  intrigue,  mismanage- 
ment and  lust  for  power  that  top- 
pled UPi. 

Down  to  the  Wire  has  already 
made  headlines  across  the  coun- 


try: its  two  authors,  who 
together  spent  43  years  at  UPI, 
were  fired  in  separate  incidents,  at 
least  in  part  over  the  contents  of 
this  book.  A  chilling  analysis  that 
will  shock  anyone  who  thinks 
America's  free  press  should  stand 
for  nothing  less  than  the  whole 
truth,  here  is  "a  totally  honest,  all- 
too-true  look  at  what  happens 
in  today's  mix  of  journalism  and 
economic  pressures."  — David  S. 
Broder,  The  Washington  Post 


"It  reads 
like  a  murder 
mystery  that  fingers 
the  bad  guys  in  the  fall  of 
UPI.  It  is  a  fascinating  book,  a  fas- 
cinating look  at  the  downfall  of  a 
great  news  company" 
—Sam  Donaldson,  ABC  News 
"An  exciting  story  of  bravery 
and  betrayal,  suspenseful  as  fiction," 
-Charles  Kuralt,  CBS  News 
"Cohen's  and  Gordon's  exhaus- 
tive research  has  resulted  in  a  fas- 
cinating version  of  UPl's  economic 
suffering." 
-Walter  Cronkite,  CBS  News 
Available  at  your  local  book- 
store, or  call  with 
credit  card  orders 
1-800-2-MCGRAW 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FHE  ECONOMY'S  WORRY  LIST  GETS 
LONGER  AND  lONGER 


rhe  expansion  is  entering  a  crucial  period.  The  econ- 
omy's performance  during  the  next  couple  of  quar- 
ters will  show  whether  the  Federal  Reserve  Board 
lES  eased  monetary  policy  enough  since  June  to  avoid  a 
ecession.  Most  economists  are  optimistic:  For  1990,  they 
xpect  slow  growth  but  no  recession  and  a  downtick  in 
iflation  (page  76). 
That  consensus  sounds  nice  and  neat,  but  there's  still 
ilenty  of  concern.  The  biggest  danger  is  that  the  manu- 
acturing  sector's  weakness  will  spread  to  the  rest  of  the 
eonomy.  The  November  job  numbers  are  a  little  worri- 
ome:  Not  only  are  factory  jobs  falling,  but  grov^h  in 
ervice  employiient  has  slowed  considerably. 
The  nation's  purchasing  managers,  mainly  represent- 
ig  manufacturers,  share  the  economists'  general  out- 
)ok  for  continued  growth,  according  to  the  National 
association  of  Purchasing  Management's  38th  semiannu- 
1  economic  forecast.  However,  more  purchasers  ex- 
ressed  concern  about  the  next  12  months  than  at  any 
ther  time  in  the  past  27  years.  Topping  their  worry  list: 
he  threat  of  recession  or  severe  slowdown,  rising  labor 
nd  benefit  costs,  and  high  interest  rates. 

RETAILERS  Consumer  spending,  which  generates 
RING  UP  about  two-thirds  of  real  gross  national 
A  BIG  product,  is  the  key  sector  to  watch  for 

SALES  GAIN  clues  on  how  the  economy  is  doing.  Other 
ources  of  demand,  particularly  capital  spending,  are 
ooling  off.  So  more  of  the  burden  of  pulling  manufac- 
uring  out  of  the  doldrums  is  falling  on  consumers. 

So  far,  the  signs  look  good. 
Consumers  continue  to  lay  out 
the  green — except  for  cars.  Re- 
tail sales  jumped  strongly  in 
November.  They  rose  0.8%,  to 
$144.6  million,  bouncing  back 
from  the  1.37^'  plunge  in  October 
when  car  sales  fell  off  after  De- 
troit lifted  its  incentives. 

Excluding  cars,  retail  sales 
rose  0.9%  in  November  and  con- 
tinue along  a  solid  uptrend 
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^hart).  Overall  sales  in  the  fourth  quarter  will  fall  below 
heir  third-quarter  level,  but  nonauto  sales  will  end  up 
/ell  above.  That  means  consumers  will  help  carry  the 
conomy,  although  sagging  car  sales  will  weaken  the 
.utomotive  sector  of  manufacturing.  In  early  December, 
iomestically  made  autos  sold  at  a  dismal  5.5  million 
,nnual  rate,  the  slowest  pace  in  more  than  two  years. 
In  November,  sales  at  building  materials  and  hard- 


ware stores  jumped  2%,  and  furniture  stores  posted  a 
strong  increase  of  1.6%.  Those  gains  probably  reflect  a 
surge  in  reconstruction  following  Hurricane  Hugo  and 
the  Bay  Area  earthquake,  in  addition  to  the  recent  firm- 
ing in  home  sales.  Sales  of  nondurable  goods  were  also 
strong,  led  by  a  big  2.4%  rise  at  apparel  stores. 

Although  recent  spending  patterns  look  encouraging, 
consumers  seem  increasingly  reticent  about  using  credit. 
In  October,  installment  debt  grew  by  $3.3  billion,  to 
$707.7  billion,  but  revolving  credit — including  credit 
cards  and  personal  loans — has  slowed  sharply. 


DEMAND 
FOR  LABOR 
EASES 
BACK 


Consumers  may  be  chary  about  using 
their  charge  cards  because  of  the  easing 
in  the  labor  markets.  The  Labor  Dept. 
reported  that  the  November  civilian  un- 
employment rate  edged  up  to  5.4%  from  October's  5.3%, 
hitting  the  highest  rate  in  10  months. 

Nonfarm  payrolls  expanded  by  a  healthy  210,000  last 
month,  to  109.4  million.  That  good  news,  however,  was 
accompanied  by  a  sharp  downward  revision  in  October's 
data,  to  a  gain  of  just  93,000  from  the  preliminary  figure 
of  235,000.  That  was  mostly  because  of  an  earlier  over- 
statement of  state  and  local  hiring  of  teachers. 

Still,  demand  for  labor  has  slowed  decidedly.  In  the 
past  three  months,  businesses  have  created  512,000  jobs. 
Although  that's  a  healthy  pace  at  this  stage  of  the 
expansion,  it's  down  from  577,000  new  positions  in  the 
previous  three  months  and  from  the  870,000  added  dur- 
ing the  three  months  ended  in  November,  1988. 

Almost  all  of  the  softness  is 
in  manufacturing.  Factory  pay- 
rolls have  been  trimmed  by 
164,000  since  reaching  a  peak 
for  this  expansion  in  March 
(chart).  In  November  alone, 
27,000  jobs  were  eliminated.  The 
auto  and  electrical  equipment 
industries  have  had  the  most 
layoffs,  but  the  weakness  is 
fairly  broad  across  the  industri- 
al sector. 

The  factory  workweek  has  also  been  getting  shorter — 
a  response  to  weakening  demand  for  goods  from  both 
domestic  and  foreign  sources.  In  November,  it  stood  at 
40.7  hours,  more  than  a  half-hour  shorter  than  its  recent 
peak  in  April.  The  downturn  in  both  hours  and  jobs  in 
November  suggests  that  industrial  production  for  the 
month  was  weak  again. 

Hiring  in  manufacturing  won't  revive  anytime  soon. 
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especially  if  auto  sales  continue  to  perform  so  poorly. 
Slack  demand  for  cars  will  affect  supplier  industries 
such  as  steel  and  glass,  and  that  means  curtailed  work 
time  or  even  further  layoffs. 

EmplojTnent  growi;h  in  the  senice  sector  \von"t  pick 
up  as  much  of  the  slack  as  it  has  in  past  yeai"^.  either. 
Xongoverament  service  jobs  did  grow  by  202.000  in  No- 
vember, but  during  the  past  sLx  months  their  growth 
rate  has  slipped  to  a  3^^  annual  rate,  down  from  3.5^f  for 
the  preceding  sLx  months  and  from  a  annual  chp  in 
the  half-year  before  that. 

The  softer  job  pace  is  an  offshoot  of  the  weak  goods 
sector.  In  the  face  of  slack  sales,  retailers  haven't  need- 
ed to  add  sales  clerks.  And  since  manufacturers  are 
keeping  a  close  eye  on  costs,  demand  for  business  ser- 
vices has  dropped,  cutting  into  hiring  in  that  sector. 

The  job  slowdo\\"n  is  worse  when  the  labor-stan'ed 
health  care  sector  is  excluded.  Indeed,  medical  care  con- 
tinues to  be  a  major  engine  of  job  creation.  Over  the  past 
year,  it  has  generated  22.5^'c  of  all  new  jobs,  although  it 
accounts  for  less  than  9^"f  of  total  nonfann  emplo\Tnent. 

INCOME  Because  of  such  high  demand,  medical 
GAINS  MAY  care  workers  are  still  enjoying  substan- 
^^^"^  rial  wage  gains,  in  excess  of  6'~'f  from 

TO  SLOW  year-earlier  levels.  But  in  other  sectore. 
wage  gains  have  been  slowing  since  early  this  year.  The 
average  nonfann  wage  in  November,  S9.77  per  hour, 
was  3.7'~c  above  its  year-ago  level.  In  Febiniaiy.  wages 
were  rising  at  a  4.3^<-  yearly  pace. 

Not  surprisingly,  facton"  pay  has  been  most  \iilnei-a- 
ble.  The  average  hourly  wage  in  manufactuiing  rose 
0.2^c  in  November,  to  S10.57.  That  represents  a  12-month 
gain  of  just  2.6'~f,  down  from  the  yearly  increase  of  3.4^^ 
earlier  in  1989. 

Senice  wages  continue  to  post  better  gains  than  fac- 
toiy  pay.  But  here.  too.  the  increases  aren't  as  flush  as 
before.  For  example,  houiiy  pay  in  the  ti'oubled  finance 


THE  SLOWDOWN  IN 

CAPITAL  SPENDING 


industry  has  risen  by  A.V^  for  the  year  ended  in  Noven 
ber,  down  from  its  6.2%  annual  pace  in  April. 

Lower  pay  hikes,  together  with  a  shorter  workweeljj 
mean  that  consumei-s'  income  gains  will  be  more  modes 
than  before.  For  November,  wages  and  salaries — thre 
fifths  of  all  pei*sonal  income — probably  fell  slightly.  ind| 
eating  little  growth  in  the  overall  income  number. 

FACTORIES     With  the  economy  slowing,  businesse 

STILL  PLAN     are  far  less   enthusiastic  about  thei 

PLENTY  OF     spending  plans  for  new  plant  and  equij; 

SPENDING  nient.  The  1988-89  miniboom  in  busines 
investment  is  ab-eady  winding  down,  and  the  latest  su] 
vey  by  DRi/McGraw-Hill  of  corporate  spending  plans  fo 
1990  shows  a  much  smaller  lise  than  in  1989  (chart). 

The  sur\'ey,  conducted  from 
September  through  November, 
found  that  both  domestic  and 
foreign  companies  in  the  U.  S. 
intend  to  increase  their  invest- 
ment by  4.4%,  to  S491.8  billion, 
next  year — less  than  half  the 
9.7%  increase  expected  when 
the  final  tally  is  in  for  1989. 

That  slowdown  results  from 
the  cooler  pace  of  business. 
Lower  operating  rates  mean 
that  more  capacity'  is  free,  and  the  recent  weakness  r 
profits  leaves  less  money  available  for  investment. 

One  heartening  aspect  of  the  sui'V'ey  is  that  recen 
weakness  in  the  factoiy  sector  has  not  severely  damp 
ened  manufacturei-s'  plans.  They  intend  to  raise  spenc 
ing  by  6.2%.  That's  a  healthy  rise,  but  it's  down  from  th 
10'^'  gain  expected  for  1989.  ]\Ioreover,  although  factor 
weakness  is  centered  in  dui^able  goods,  both  hardgood 
and  softgoods  companies  plan  the  same  6.2%  increase 

That's  encouraging.  At  this  crucial  stage  of  the  expan 
sion.  the  economy  needs  all  the  help  it  can  get 
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CONSUMER  PRICE  INDEX 


Tuesday.  Dec.  19.  i>:30  a.m. 
Consumer  prices  probably  increased  a 
slight  Q.^^'c  in  November.  Falling  prices 
for  apparel — the  result  of  retailers"  dis- 
counting— most  likely  offset  rises  for 
other  goods  and  ser\ices.  In  October, 
coriS'.imer  prices  rose  a  rapid  0.5^^  be- 
cause of  higher  energy  and  car-financ- 
ing costs.  However,  sluggish  demand  for 
goods  has  helped  to  moderate  price  in- 
creases so  far  this  vear. 


HOUSING  HARTS 


Tuesday.  Dec.  1.9.  i.-iO  a.m. 
New  housing  starts  probably  dipped  to 
an  annual  rate  of       million  in  Novem- 
ber, down  from  the  October  pace  of  1.42 


million.  Despite  declining  mortgage 
rates,  the  housing  sector  remains  a  di-ag 

on  the  economy. 

CAPITAL  SPENDING  

TJurrsday.  Dec.  Jl.  S:JO  a.  m. 
The  Commerce  Dept.'s  fu*st  glimpse  of 
capital  spending  plans  for  1990  will  prob- 
ably show  that  investment  will  rise  a 
moderate  5^^  next  year.  That  would  be 
half  of  the  W^c  gain  expected  for  1989. 
The  1990  advance  is  indicated  by  the  lat- 
est sui-\"ey  on  plant  and  equipment 
spending  done  by  DRI/ McGraw-Hill. 

PERSONAL  INCOIWE  

Diursday.  Dec.  21.  10  a.m. 

The  consensus  is  that  personal  income 

rose  a  small  0.1^^  in  November,  after 


jumpmg  0.9'^c  in  October.  The  mild  gai] 
is  indicated  by  a  drop  in  nonfarm  weekl; 
pay,  which  suggests  little  change  in  tc 
ta!  wages  and  salaries, 

FEDERAL  BUDGET 


Thursday.  Dec.  21,  2  p.m. 
The  federal  government  will  probably 
post  a  S30  billion  deficit  for  November 
Last  November,  the  spending  gap  stoo< 
at  S29,l  billion. 

DURABLE  GOODS  ORDERS 


Friday.  Dec.  22,  8:S0  a.  m. 
November's  durable  goods  orders  likeb 
fell  about  O.S'^c — the  third  consecutivi 
monthly  drop.  Such  a  series  of  dip; 
hasn't  happened  since  mid-1986,  w^hei 
manufacturing  was  last  in  a  slump. 


He  was  thinking  of  starting  with  a  duplex. 


I  showed  him  how  he  could  end  up  with  the  whole  block. 


All  my  investment  clients  have  their  limits.  My  job  is  to  know  how 
to  make  them  work  to  their  advantage.  Once  we  established  his  comfort 
zone,  I  helped  this  particular  client  leverage  his  dollars  to  make  a  smart 
investment.  That  it  happened  to  be  much  greater  than  he  had  imagined  fit 
quite  nicely  into  his  long-term  plans. 

I  wasn't  surprised.  The  concept  of  prudent  leveraging  is  business 
as  usual  for  the  CENTURY  21"  Commercial-Investment  Professional.  It's 
just  one  of  the  areas  covered  in  the  CENTURY  21  training  programs  I've 
completed. 

And,  as  a  member  of  the  CENTURY  21  Commercial-Investment 
Network,  I  can  take  advantage  of  the  experience  and  expertise  of  other 
Investment  Professionals  during  CENTURY  21  Investment  Connection" 
teleconferences 

With  billions  in  completed  transactions  in  1988,  the  CENTURY  21 
system  is  already  one  of  the  largest  commercial-investment  real  estate 
organizations  in  the  country.  And,  with  networking  resources,  international 
capabilities  and  satisfied  clients  like  mine,  it's  no  wonder  the  CENTURY  21 
system  is  growing  every  day 

Find  out  more  about  what  we 
can  do  for  you.  Call  1-800-321-2579. 
(In  California  call  1-800-221-0211.) 


THE  BEST-KEPT  SECRET  IIM  THE  IIMVESTMEIMT  PVORLO. 


The  Commercial-Investment 
Professionals. 


c  1989  Century  21  Rea!  Esiale  Corporation  as  trustee  tor  the  NAF  ®  and  ™  -  irartemarks  of  Century  21  Real  Estate  Corporation  Equal  Housing  Opportunity  tSf  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED. 


TAKEOVERS  I 


'  DECEMBER  25,  1989 


WHAT  DOES 
LIEDTKE  WANT? 

A  CHUNK  OF  CHEVRON  ASSETS  MIGHT  BE  IDEAL 


The  world  is  full  of  worse  troubles 
than  fretting  over  how  to  spend 
$2.6  billion.  But  none  is  pressing 
more  on  J.  Hugh  Liedtke.  The  wily 
chairman  of  Pennzoil  Co.  has  spent  near- 
ly two  years  looking  to  invest  the  incred- 
ible windfall  from  Pennzoil's  brawl  with 
Texaco  Inc.  And  now  that  he  has  spent 
$2.1  billion  for  an  8.87'  stake  in  Chevron 
Corp.,  he  may  find  the  investment 
brings  as  many  headaches  as  solutions. 

Chevron,  smelling  raider,  has  hauled 
out  its  big  guns  and  aimed  them  square- 
ly at  Liedtke.  The  world's  No.  6  oil  com- 
pany has  lined  up  a  S5  billion  war  chest, 
bolstered  its  takeover  defenses,  and  filed 
suit  to  force  Pennzoil  to  sell  its  Chevron 
shares.  Lumbering  about  his  Houston 
lair  like  some  weary  bear,  Liedtke  seems 
flustered.  "We  don't  want  to  break  them 
up,"  he  insists.  "We  just  want  to  be  like 
an  institutional  investor." 

Forgive  Chevron  Chairman  Kenneth 
T.  Derr  if  he  doubts  Liedtke,  who  per- 
haps ranks  as  the  premier  asset-shuffler 
in  the  oil  patch.  "He's  a 
master  at  finding  under- 
valued companies,"  says  ri- 
val oilman  T.  Boone  Pick 
ens.  And  few  back  on  Wall 
Street  believe  Liedtke  will 
be  content  collecting  Chev- 
ron's 4.57'  dividend.  Give 
him  six  months,  predicts 
PaineWebber  Inc.  analyst 
Bryan  Jacoboski,  "and  he'll 
be  pressuring  them." 
NO  RELIEF.  So  where's  the 
gray  sky  for  Liedtke?  It's 
just  that  his  move  on  Chev- 
ron, while  drawing  Derr's 
enmity,  niay  not  go  far  in 
solving  hi.-,  problems.  His 
No.  1  quandary:  how  to  in 
vest  the  $2.6  billion  TexacM 
paid  after  a  jur\-  found  it 
had  illegally  snatched 
away  Getty  Oil  assets 
Pennzoil  had  been  set  on 
buying  back  in  lf)84.  Under 


federal  tax  rules,  if  Pennzoil  invests  the 
money  in  assets  similar  to  those  it  had 
been  eyeing  at  Getty,  it  could  defer  $850 
million  in  taxes.  But  it  must  move  next 
year,  and  some  tax  experts,  not  to  men- 
tion Chevron,  maintain  that  a  single-digit 
stake  in  Chevron  won't  satisfy  the  reve- 
nuers.  "They  need  to  control  the  compa- 
ny or  the  assets,"  says  Mark  P.  Gergen, 
a  University  of  Texas  law  professor. 

Moreover,  taxes  aren't  Liedtke's  only 
headache.  Pennzoil's  operations  are  bad- 
ly in  need  of  new  life.  Its  biggest  earner, 
oil  and  gas,  has  been  lackluster,  w^ith 
profits  this  year  expected  to  fall  to  $100 
million  from  $325  million  in  1984.  In  its 
high-profile  and  successful  motor-oil 
business,  margins  have  been  squeezed 
by  fierce  competition.  And  profits  from 
its  sulfur  operations  have  proved  wildly 
volatile.  Only  interest  income  from  in- 
vesting the  Texaco  money  has  kept  earn- 
ings growing — but  that  happy  trend 
could  end  next  year  (charts).  All  told,  as 
Clifford  L.  Haigler,  a  Howard  Weil,  La- 


in 


bouisse  Friedrichs  analyst,  puts 
"these  are  not  growth  busmesses." 

By  comparison,  San  Francisco-basec  m. 
Chevron  is  full  of  potential.  With  its  gi 
ant  refinery  at  Richmond  across  the  bay 
it  ranks  as  the  largest  domestic  refinerBftit 
Feeding  that  refining  capacity  are  hug(  jft 
oil  and  gas  reserves.  Ye1  iiii 
since  its  1984  acquisition  oi  mke 
Gulf  Oil,  Chevron  has  be 
come  a  sprawling  empire  trr 
without  enough  discipline 
Among  the  big  oil  con- 
cerns. Chevron's  19%  re»:s 
turn  on  capital  ranks  near 
the  bottom.  One  reason  jt 
Its  U.  S.  production  costs 
are  the  highest  of  the  ma- 
jors'— $5.66  a  barrel  vs.  the 
industry  average  of  $3.76, 
Energy  Performance  Re 
view,  an  industry  consult 
ing  firm,  estimates  thai 
from  1985  to  1989,  Chevror 
earned  29' '  less  per  barre!  [rc. 
produced  than  the  average 
made  by  the  top  19  inte 
grated  oil  outfits.  "Th' 
problem  all  along,"  one 
Pennzoil  insider  snipes 
"has  been  management." 
While   Pennzoil  bought 
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Chevron  stock  after  takeover  rumors 
lad  pushed  it  up,  its  average  cost  of  $67 
I  share  is  still  i2%  below  the  open-mar- 
cet  value  of  Chevron's  underlying  as- 
sets, reckons  C.J.  Lawrence,  Morgan 
jrenfell  Inc.  analyst  Frederick  P. 
^iCuffer.  Liedtke's  challenge  is  finding  a 
vay  to  exploit  that  vast  opportunity. 
COOKED  GOOSE.'  Yet  to  pocket  the  unre- 
ilized  value  at  Chevron,  Pennzoil  has 
'ewer  options  than  at  first  may  seem 
ipparent.  An  outright  takeover  of  Chev- 
•on  would  cost  upward  of  $30  billion, 
rhat's  way  too  big  a  bite  for  Pennzoil, 
vhich  this  year  is  seen  posting  sales  of 
52.8  billion.  Nor  do  there  seem  to  be 
nany  potential  partners  waiting  in  the 
vings.  Liedtke  could  try  to  lead  a  proxy 
'ight,  but  it's  unclear  he  could  garner 
nvestor  support.  When  raider  Carl 
'cahn  threatened  a  similar  move  on  Tex- 
ico,  he  found  himself  blocked  after  the 
)il  company  kept  big  pension  fund  inves- 
ts on  its  side  by  granting  them  more 
nfluence  in  the  board  room. 

Anyhow,  Liedtke  insists  that  he  has 
10  desire  to  run  Chevron.  "I'm  not  in 
;he  business  to  get  big,"  he  says, 
'just  to  make  a  profit  for  my  sharehold- 
ers." Moreover,  Pennzoil's  filings  with 
;he  Securities  &  Exchange  Commission 
jledge  its  fealty  to  Chevron  as  a  passive 


investor.  "He  cooked  his  goose  with  all 
that  friendly  talk,"  says  George  J.  Gas- 
par,  a  Robert  Baird  &  Co.  analyst. 
Liedtke  also  claims  that  he's  not  going 
to  dump  the  stock,  as  he  did  earlier  this 
year  after  taking  a  $400  million  stake  in 
Burlington  Resources  Inc.  and  selling 


CHEVRON'S  DERR:  A  $5  BILLION  WAR  CHEST 


out  for  a  neat  $140  million  pretax  gain. 

So  does  this  leave  Pennzoil  with  any 
more  than  a  4.57^  dividend?  Although 
Liedtke  swears  it's  not  his  aim,  Penn- 
zoil's best  hope  may  be  to  rattle  Derr 
enough  that  Chevron  agrees  to  sell  some 
assets — ^just  what  some  on  Wall  Street 
already  are  suggesting.  Possible  moves 
include  spinning  off  some  of  Chevron's 
refining  and  marketing  units  or  its  507'^' 
interest  in  Caltex  Petroleum  Corp.,  an 
Asian  joint  venture  with  Texaco.  Derr 
also  could  make  peace  by  swapping  gas 
assets  for  Pennzoil's  stock  in  Chevron. 
Derr  scoffs  at  this,  Wall  Street  specula- 
tors be  damned:  "We've  already  done  a 
helluva  lot  of  restructuring." 

Liedtke,  who  last  year  took  home  a 
salary  and  bonus  of  $10.8  million,  claims 
he's  eager  to  wind  down  his  career.  In- 
deed, as  he  talks  about  his  growing  feud 
with  Derr,  the  68-year-old  Liedtke  al- 
ready seems  to  be  tiring.  He  denies  it, 
but  who  could  blame  Liedtke  if  he  were 
secretly  to  relish  the  prospect  of  Chev- 
ron's buying  Pennzoil?  With  A7r  of  Penn- 
zoil, Liedtke  and  fellow  directors  would 
cash  out  nicely.  That  would  leave  them 
without  a  company  to  run.  But,  then,  the 
world  is  full  of  worse  troubles. 

By  Mark  Ivey  in  Houston  and  Maria 
Shao  in  Sa?i  Francisco 
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THE  SOVIET  UNION  ■■■■■H 

PERESTROIKA 
ON  ICE 


A  new  five-year  plan  maintains  the  state's  grip  on  the  economy 


All  along,  Soviet  President  Mikhail 
Gorbachev  had  argued  that  noth- 
ing short  of  massive  reform 
would  turn  around  his  failing  economy 
and  improve  the  lot  of  his  long-suffering 
citizenry.  But  on  Dec.  13,  his  program  of 
perestroika  suddenly  took  a  conserva- 
tive turn.  At  the  second  session  of  the 
nation's  highest  parliamentary  body,  So- 
viet Prime  Minister  Nikolai  I.  Ryzhkov 
unveiled  a  five-year  economic  plan  that 
rejects  private  property  and  delays  price 
reforms.  More  important,  the 
heavy  hand  of  state  planning  will 
rule  the  economy  for  at  least 
several  more  years. 

Ryzhkov's  program  was  imnif 
diately  seen  as  a  bow  to  Gorba- 
chev's conservative  critics,  who 
have  recently  slammed  the  Sovi- 
et leader  at  rallies  to  protest  the 
deplorable  shortage  of  consumer 
goods.  Gorbachev's  maverick  for- 
eign policy  ventures  also  came 
under  attack  at  a  meeting  of  the 
Central  Committee  on  Dec.  9. 
"The  conservative  forces  are  con- 
solidating," says  People's  Depu- 
ty Yuri  R.  Bayars,  a  law  profes- 
sor from  Latvia.  "Before,  they 
were  disorganized.  But  now  they 
realize  they  have  their  hands  on 
the  central  levers  of  power  and 
they  are  uniting." 
DOUBTERS.  Ryzhkov  himself  con- 
firmed as  much.  As  he  stood  be- 
fore the  2,100  delegates  at  the 
Congress  of  People's  Deputies  in 
an  ornate  Kremlin  hall,  he  asked: 
"Does  this  mean  we  abandon 
planning?  Of  course  not." 

Radical  economists  doubted 
that  Ryzhkov's  proposals  would 
succeed  because  they  depend  on 
the  failed  methods  of  the  past. 
"It  is  a  step  backward,"  says 
People's  Deputy  Tatyana  Zas- 
lavskaya,  un  early  architect  of 
perestroika.  She  adds  that,  like 
optimistic  five-year-plans  of  old, 
"there  is  no  guarantee  that  this 
will  work." 

If  Ryzhko  .  's  plan  is  approved 
by  the  Coiig.  v  -..s  before  its  ses- 
sion ends  01!  Dec.  23,  as  seems 
likely,  Soviet  fac'.'/ries  will  be  or- 
dered to  churn  oui  ihree  times  as 
many  television  .vu,  washing 


machines,  and  other  scarce  consumer 
goods  next  year.  The  state  set  a  goal  of 
bringing  the  budget  deficit  down  from 
10%  of  GNP  to  2.5%  of  GNP  by  1993.  Part 
of  the  revenue  would  come  from  selling 
bonds  to  the  public  and  part  from  order- 
ing state  industries  to  absorb  more 
losses  on  their  own  books.  To  save  hard 
currency,  the  government  will  cut  back 
on  imports  of  chemicals,  paper,  and  oth- 
er goods  that  can  be  produced  at  home. 
And  to  tackle  chronic  food  shortages,  it 


Gorbachev:  In  a  bow  to  his  critics, 
a  broad  sell-off  of  state 
enterprises  and  an  aggressive 
monetary  policy  will  have  to  wait 


will  boost  agricultural  investment  b; 
10%  next  year. 

Delayed  are  truly  radical  reform; 
such  as  establishing  a  more  realist! 
pricing  system.  Ryzhkov  explained  thai 
away,  saying:  "It  would  be  fascinatin}' 
to  expedite  change,  but  the  complexity 
of  the  situation  makes  it  impossible.' 
The  government  has  decided  to  pusi 
back,  by  a  year,  plans  to  free  somci 
prices  on  vegetables  and  fruits  in  199i 
And  while  wholesale  prices  will  begin 
be  freed  in  1991,  most  other  prices  wi' 
be  controlled  until  the  second  stage  o: 
the  reform,  from  1993  to  1995,  whe: 
more  market  forces  will  be  operating. 

The  government  ruled  out  a  broai 
sell-off  of  state  ent.eq)rises  and  an  a, 
gressive  monetary  policy,  steps  whic 
Deputy  Prime  Minister  Leonid  I.  Abalki 
championed  only  a  few  weeks  ago. 
Some  economists  argue  that  the  go' 
slow  approach  could  make  condi' 
tions  worse  and  result  in  evei 
fewer  goods  in  the  shops.  Al 
though  Ryzhkov  and  his  adviseri 
insist  that  they  are  still  on  th< 
path  to  a  "socialist  market  econo  m 
my,"  foreign  investors  are  likeb  || 
to  lose  confidence  in  any  state 
run  system  that  delays  the  tougl 
steps.  That  was  the  big  problen 
with  the  first  five  years  of  peres 
troika,   when   the  governmen' 
couldn't  choose  between  men 
state  planning  and  a  radical  free 
ing  of  the  economy  and  so  kep' 
more  planning  in  place.  Now,  "r 
seems  we  have  chosen  the  plai 
again,"  says  People's  Deputy  Pa 
vel  Bunich. 

TABOO.  Not  only  were  radica 
economists  set  back,  but  leftis 
politicians  were  as  well.  The  500 
member  Interregional  Group, 
radical  parliamentary  caucus  le( 
by  human  rights  activist  Andre 
Sakharov,  had  sought  to  force 
discussion  of  the  Communis' 
Party's  domination  of  the  nation 
But  Gorbachev  stubbornly  resistEj. 
ed,  and  the  Congress  votec 
against  allowing  a  debate.  Th( 
radicals  also  failed  to  get  the  is 
sue  of  land  reform  and  private 
property  discussed.  That's  a  top 
ic  long  held  taboo  by  Communis' 
ideologues. 

The  conservative  turn  of  per 
estroika  is  now  unmistakable 
and  reformers  won't  likely  ge\ 
another  shot  at  changing  it  unti 
next  year's  legislative  session 
The  Soviet  people,  as  they  strug 
gle  to  get  through  one  of  tht 
toughest  winters  on  record,  car 
only  hope  for  the  best. 

By  Rose  Brady  in  Moscou 
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OMPUTERSI 


UST  LOOKING:  HEAVY  HOLIDAY  PROMOTIONS  AREN'T  LURING  MANY  BUYERS 


SUDDENLY,  THE  PC  JUGGERNAUT 
IS  STUCK  IN  THE  MUD 


sven  stars  like  Apple  and  Compaq  are  facing  slashed  sales  and  earnings 


It  had  to  happen.  The  personal  com- 
puter boom,  the  computer  indus- 
try's single  most  important  force  in 
he  1980s,  is  slowing.  And  even  the  in- 
lustry's  premier  players  are  hurting. 

On  Dec.  12,  Apple  Computer  Inc. 
varned  Wall  Street  that  profits  in  the 
(uarter  ending  Dec.  29  would  be  lower 
ban  the  $140.5  million  it  earned  a  year 
igo  because  of  lagging  sales.  The  news 
Irove  Apple's  stock  down  $3.25,  to  $36 
ler  share,  20%  lower  than  it  had  been 
ust  one  week  earlier. 

The  news  confirmed  the  worst  fears 
in  Wall  Street,  which  over  the  past 
nonth  or  so  has  been  steadily  slashing 
estimates  for  Apple  and  another  of  the 
ndustry's  leading  companies,  Compaq 
!)omputer  Corp.  Apple, 
vhich  once  was  fore- 
:ast  to  post  revenues 
if  about  $6.4  billion  in 
iscal  1990,  ending  next 
September,  is  now  ex- 
)ected  to  pull  in  $200 
nillion  to  $300  million 
ess.  Estimates  for 
Compaq's  1989  reve- 
lues  are  holding 
■teady  at  about  $2.9 
tillion  for  1989,  but  the 
Street's  earnings  fore- 
casts have  dropped  to 
;7.50    from   $8.15  a 
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share.  Compaq's  stock  has  fallen  14%, 
to  $80.25,  since  Nov.  24. 

Analysts  blame  the  slowdown  on 
lousy  retail  sales  so  far  this  quarter — 
normally  the  industry's  strongest.  "I 
feel  like  I  can't  stop  cutting  estimates," 
says  Peter  Rogers,  a  PC  analyst  at  Rob- 
ertson Stephens  &  Co.  "I  dropped  Ap- 
ple twice  in  the  last  week  and  a  half." 
Apple  has  some  big  problems  with  its 
aging  product  line — and  its  lack  of  an 
entry  at  the  low  end.  And  Compaq  has 
been  hurt  by  supply  problems  on  its 
new  laptop.  But  analysts  say  neither 
has  had  a  significant  loss  in  market 
share.  That  means,  they  say,  that  the 
$25  billion  personal  computer  industry 
is  hurting  overall. 

IBM,  which  doesn't 
break  out  its  PC  opera- 
tions, claims  its  sales 
are  strong.  Yet  market 
researcher  Dataquest 
Inc.  figures  the  annual 
growth  rate  in  U.  S.  PC 
sales  this  year  will 
drop  to  about  10% 
(chart).  That's  down 
from  rates  of  about 
28%  two  years  ago. 
And  StoreBoard  Inc. 
says  that  computer 
dealers  sold  just  4.2% 
more  units  in  the  third 


quarter  than  they  did  a  year  ago.  As 
recently  as  the  first  quarter,  business 
was  up  23%. 

The  PC  industry  was  supposed  to  re- 
main robust  until  1992.  So  what  hap- 
pened? The  industry's  foot-dragging 
evolution  to  OS/2 — an  operating  sys- 
tem that  provides  behind-the-scenes 
power  to  PCs — is  partly  to  blame.  "If 
OS/2  applications  had  come  out  in 
force  in  1989,  we  would  probably  have 
stronger  growth  rates  now,"  says  Rod 
Canion,  president  of  Compaq.  For  now, 
most  companies  have  purchased  all  the 
PCs  they  need.  "The  big  U.  S.  compa- 
nies have  been  loading  up  on  PCs  for 
two  years,"  says  Carol  E.  Muratore,  an 
analyst  at  Morgan  Stanley  &  Co. 
'INTENSE  PRESSURE.'  Price-cutting  proba- 
bly won't  help.  Sales  are  sluggish  de- 
spite unusually  heavy  holiday  promo- 
tions from  producers,  especially  IBM, 
and  deep  discounting  by  stores.  Ana- 
lyst Susan  Yamada  of  Merrin  Informa- 
tion Services  Inc.  says  the  average  op- 
erating margins  of  the  12  publicly 
traded  PC  and  software  resellers  she 
tracks  fell  to  07f  at  midyear,  from  5.3%- 
in  the  first  quarter  of  1988.  That's  be- 
cause of  cutthroat  pricing.  "Our  mar- 
gins have  never  been  under  such  in- 
tense pressure,"  says  Mark  K. 
Wozniak,  younger  brother  of  Apple 
founder  Stephen  Wozniak  and  presi- 
dent of  a  four-store  Palo  Alto  (Calif.)- 
based  chain,  Computer  Plus. 

The  outlook  isn't  entirely  gloomy. 
Compaq's  results  are  expected  to  re- 
bound when  it  can  meet  demand  for  its 
laptop.  And  the  company's  newest  PC, 
wiiich  boasts  the  power  of  a  minicom- 
puter, is  expected  to  do  well  in  1990,  as 
are  most  of  the  industry's  more  sophis- 
ticated machines.  "We're  not  seeing 
any  slowdown  in  the  laptop  and  high- 
end  markets,"  says  Canion. 

Apple  could  get  a  boost  sometime 
next  year  from  new  products,  such  as 
its  portable  Ilex  and  Macintosh  SE  30 
computers.  And  the  company  has  high 
hopes  for  the  new  Ilci,  which  was  in- 
troduced in  September.  Apple  expected 
it  to  sell  well  at  Christmas  but  didn't 
promote  it  as  heavily  as  its  cheaper, 
older  machines.  As  a  result,  Wozniak 
estimates  that  dealers  hold  about 
15,000  Ilci  units  in  inventory  and  that 
Apple  has  15,000  machines  in  its  own 
warehouses. 

The  slowdown  isn't  expected  to  end 
anytime  soon,  with  most  analysts  fig- 
uring sales  will  remain  soft  at  least 
through  the  first  half  of  1990.  And 
that's  bad  news  for  the  computer  in- 
dustry as  a  whole,  since  PCs  were 
among  the  few  bright  spots  on  its 
horizon. 

By  Deidre  A.  Depke  in  New  York,  Jona- 
than B.  Levine  in  San  Fransisco,  and  Jim 
Bartimo  in  Dallas 
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SAVINGS  &  LOANS  I 


HE  WHO  LIVES 

BY  THE  JUNK  BOND . . . 


Spiegel's  fall  at  Columbia  is  spectacular  even  by  S&L  standards 


COLUMBIA  WILL  NEED  HELP  IN  DISENTANGLING  ITSELF  FROM  ITS  HIGH-RISK  PORTFOLIO 


When  Michael  R.  Milken  fell 
from  atop  the  financial  heap, 
he  didn't  fall  alone.  The  latest 
casualties:  Columbia  Savings  &  Loan 
Assn.  and  its  chief.  Thomas  Spiegel.  As 
one  of  the  indicted  financier's  top  clients, 
Spiegel's  Columbia  lived  by  the  junk 


bond.  And  junk  may  prove  its  undoing. 

Last  fall's  collapse  of  the  high-\ield 
market  has  turned  what  was  Columbia's 
main  source  of  strength  into  a  stagger- 
ing financial  burden.  Its  junk  portfolio, 
which  Columbia's  books  valued  at  S4.2 
billion,  is  now  worth  at  least  .■?744  million 


less.  That  shortfall  means  that  Columbi; 
can't  meet  all  of  the  capital  standard 
imposed  by  new  thrift  legislation.  Am 
the  effort  to  bring  the  S&L's  capital  bacl| 
up  to  snuff  has  cost  Spiegel  his  job.  H 
disclosed  on  Dec.  11  that  he'll  resign 
'Columbia's  president  and  chief  exec'utivi 
on  Dec.  31. 

Spiegel,  43,  said  he  was  quitting 
devote  more  time  to  the  company's  e: 
forts  to  spin  off  its  junk  holdings.  B 
he's  also  attempting  to  protect  Columbi; 
and  his  family,  which  owns  more  tha; 
half  of  the  thrift's  stock,  from  the  wo] 
consequences  of  his  long  associatio: 
with  Drexel  Burnham  Lambert  Inc.  an 
its  former  junk-bond  chief,  Mike  Milke: 
Spiegel  has  been  caught  in  the  glare  o| 
publicity  from  the  federal  probe  of  Mi 
ken's  activities,  which  is  expected  to  pn 
duce  an  expanded  securities-fraud  indie 
ment  of  the  financier  early  next  year 
And  while  the  company  insists  that  reg 
ulators  didn't  force  him  out,  Spiegel  ma; 
also  be  hoping  that  the  feds  will  go  easi 
er  on  Columbia  if  he's  not  at  the  helm, 
WORRIED  REGULATORS.  Even  in  the  S&] 
industry,  which  is  littered  with  thriftps" 
that  invested  unconventionally,  grew  ex 
plosively.  and  collapsed  spectacularly  si 
Spiegel's  fall  from  grace  sta-nds  out.  Co 
lumbia  filled  the  Los  Angeles  airwave: 
with  ads  trumpeting  its  sa\'%'y  invest 
ments  and  wise  management.  It  als< 
filled  Spiegel's  pockets:  The  industry'; 
highest-paid  executive,  Spiegel  earned  $1 
million  in  1985.  To  appease  regulatorsfc.  s 
his  pay  last  year  was  cut  to  S3.6  millionlciE 

But  now,  it  looks  as  if  Spiegel  buil' 
Columbia  on  a  foundation  of  sand.  Itfc: 
portfolio  included  bonds  issued  bv  sucl  in; 


A  SPENDTHRIFT 
THRIFT  GETS 
ITS  EARS  BOXED 


|e  has  shelled  out  millions  on 
art,  routinely  cruised  in  limos, 
land  racked  up  hotel  bills  to  the 
tune  of  §1,000  a  night.  Even  among  the 
high-flying  thrift  executives  of  the 
'80s,  CenTrust  Bank  Chairman  David 
L.  Paul  has  enjoyed  the  diamond  life — 
at  CenTrust's  expense.  One  of  the 
bank's  paintings,  a  $12  million  Rubens, 
hung  in  his  hom.e.  Federal  regulators 
say  Paul  even  stuck  the  thrift  with  the 
$362,000  lab  for  security'  gear  and 
guards  at  his  waterfi'ont  estate. 

But  on  Dec.  8,  the  federal  Office  of 
Thrift  Supervision  issued  a  temporary 
'^•oa.se-and-desist  order  to  the  $9  billion 
.Miami-based  savings  and  loan  he  leads. 


Pending  a  Jan.  31  hearing,  the  OTS  or- 
dered CenTrust  to  stop  wasting  assets 
through  risky  investments  and  extrav- 
agance— such  as  the  S15,000-a-month 
art  consultant  it  retained  since  1987. 

Despite  the  $24  million  the  OTS  says 
CenTrust  lost  in  the  fiscal  year  ended 
in  September,  Paul  figured  the  thrift 
could  afford  such  senices.  He  was  also 
set  in  October  to  boost  executive  sala- 
ries, including  his  own.  to  S950,000 
from  $700,000.  Given  all  that,  the  Feds 
jumped  on  CenTrust  with  the  first  such 
order  made  public.  "We  wanted  people 
to  know  this  institution  was  being 
brought  under  control,"  says  OTS  En- 
forcement Director  Rosemarj-  Stewart. 
FIRE  SALE.  Regulators  are  demanding 
that  CenTrust  get  their  approval  for 
any  big  deals,  and  it  must  roll  back 
salaries  to  September  levels.  CenTrust 
also  must  prepare  plans  to  sell  its  air- 
planes, sailboats,  oriental  rugs,  and 
crystal  stemware,  among  other  atj'pi- 
cal  assets.  Most  telling,  the  OTS  or- 


dered CenTrust  to  set  up  specific  re- 
sen'es  to  cover  losses  on  "'all  defaulted 
securities  held  in  its  portfolio." 

Paul  declined  to  be  interviewed,  but 
in  a  statement  maintained  that  none  of 
the  issues  raised  by  the  OTS  "threatens 
the  safety  or  soundness  of  CenTrust," 
adding  that  CenTrust  "will  \igorously 
contest"  the  OTS  action.  Some  see  the 
OTS  order  as  a  first  step  toward  Paul's 
removal  or  seizure  of  the  thrift.  "It's  a 
question  of  time,"  predicts  Miami  bank 
consultant  Kenneth  H.  Thomas. 

The  evidence  of  high  living  outlined 
by  the  OTS  report  stunned  even  Paul's 
supporters.  "I  was  shocked,"  says  a 
longtime  friend.  One  especially  galling 
example:  In  March,  as  controversy 
swirled  over  the  $30  million  CenTrust 
spent  on  artwork  and  Congress  fretted 
over  the  multibillion  taxpayer  bailout 
of  the  thrift  industry-,  a  CenTrust  unit 
shelled  out  $233,000  for  a  sailboat— the 
Bodacious. 

By  Gail  DeGeorge  in  Miami 
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)nner  high-fliers  as  Storer  Communica- 
ons,  Gillett  Holdings,  and  Allied  Stores, 
nong  other  erstwhile  Milken  favorites, 
ccording  to  thrift  consultant  Alex  She- 
lunoff,  Columbia  holds  nearly  a  third 
f  the  total  junk  held  by  the  nation's 
irifts. 

That  portfolio,  and  the  losses  it  has 
istained,  have  worried  regulators  for 
)me  time.  In  a  Nov.  20  letter,  the  Office 
"  Thrift  Supervision  told  Columbia  that 
its  junk  losses  had  left 
it  with  insufficient 
capital.  The  regulators 
forbade  the  thrift 
from  paying  dividends 
or  engaging  in  any- 
thing but  the  most 
risk-averse  lending. 
Columbia  protested 
the  restrictions.  But 
now  it  admits  that  fur- 
ther erosion  in  its  junk 
portfolio  could  push  it 
out  of  compliance  with 
another  capital  stan- 
ird  that  to  date  it  has  met.  Columbia 
is  a  Jan.  8  deadline  to  produce  a  plan 
I  meet  the  capital  targets  quickly. 
?ESH  AIR?  In  the  meantime,  the  chore 
'  running  Columbia  falls  to  its  general 
(unsel,  Kenneth  R.  Heitz.  He  must 
restle  with  legal  issues  arising  from 
jlumbia's  relationship  with  Milken  and 
rexel.  Heitz  stresses  that  the  company 
isn't  been  served  with  a  letter  indicat- 
g  that  it's  a  target  of  the  federal 
-and  jury  investigation.  Nor,  he  main- 
,ins,  will  Spiegel,  Columbia,  or  any  of 
5  employees  be  indicted  in  the  super- 
•ding  indictment  expected  to  be  issued 
rainst  Milken  in  January.  But  Heitz 
mfirms  that  David  A.  Sachs,  a  senior 
Dlumbia  executive,  has  been  given  im- 
unity  to  testify  in  the  Milken  inquiry. 
Spiegel  has  been  thinking  about  leav- 
g  for  several  months,  says  Heitz.  A 
iadhunter  is  already  lining  up  potential 
iccessors.  Heitz  says  Columbia  is  seek- 
g  someone  strong  in  traditional  real 
;tate  lending.  That  surely  would  quali- 
'  as  a  gust  of  fresh  air  through  Colum- 
a's  Beverly  Hills  executive  suite.  But 
Dlumbia  also  will  need  a  lot  of  help  in 
sentangling  itself  from  its  junk  portfo- 
).  That  effort,  amid  unprecedented  tur- 
oil  for  the  junk  market,  is  ridiculed  by 
ime  analysts.  "Who's  their  investment 
Iviser?"  gibes  Sheshunoff.  "Lewis  Car- 
.11  &  Co.?" 

One  thing  that  Spiegel,  who  got  his 
art  selling  condos  in  Iran,  hasn't  lost  is 
s  knack  for  accentuating  the  positive, 
during  the  eight  years  in  which  I  have 
ien  actively  involved  in  the  high-yield 
!curities  market,"  he  stated  in  his  res- 
nation  notice,  "I  have  never  seen  bet- 
r  values."  Too  bad  so  many  of  those 
'alues"  are  in  Columbia's  portfolio. 
By  Kathleen  Kerwin  in  Los  Angeles 


WALL  STREET  I 


THE  BEST  NEW  STOCKS 
MAY  NEVER  HIT  THE  STREET 


Will  revised  SEC  rules  on  private  placements  erode  the  public  markets? 


The  securities  industry  is  notorious 
for  its  ups  and  downs.  The  boom 
times  of  the  1980s  bull  market 
have  turned  into  a  bust,  resulting  in 
widespread  retrenchment.  But  through 
the  tough  times.  Wall  Street  has  always 
had  one  source  of  solace — its  strangle- 
hold on  new  securities  offerings. 

Now,  even  that  monopoly  is  threat- 
ened. As  early  as  January,  the  Securities 
&  Exchange  Commission  is  expected  to 
approve  a  measure  that  would  overhaul 
the  way  corporations  can  raise  money. 
The  net  effect  could  be  to  give  compa- 
nies easier  access  to  capital  on  some- 
what better  terms. 

The  new  rules  would  ease  the  current 
two-year  ban  on  resale  of  so-called  pri- 
vate-placement securities,  which  are  sold 
mostly  to  institutions.  The  rules  may  en- 
courage both  domestic  and  foreign  com- 
panies to  bypass  their  traditional  invest- 
ment bankers  more  often  and  sell  some 
securities  directly  to  large  institutional 
investors.  "This  is  a  watershed  event 


THE  GROWING  SHARE 
OF  PRIVATE  PLACEMENTS 
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that  will  shift  the  balance  of  power  on 
Wall  Street,"  says  Zane  E.  Brown,  exec- 
utive vice-president  of  the  Equitable 
Capital  Management  Corp.  "It  takes 
some  of  the  power  out  of  the  hands  of 
investment  banks  and  places  it  in  the 
hands  of  large  investors." 
'CUT  OUT."  Institutional  investors,  partic- 
ularly large  insurance  companies,  are 
salivating  at  the  prospect:  Prudential  In- 
surance Co.  already  has  created  a  new 
subsidiary  to  syndicate  corporate  bonds 
direct  to  smaller  money  managers.  The 
market  could  be  vast.  Although  the  SEC 
initiative  excludes  existing  public  stocks. 


some  experts  believe  that  certain  compa- 
nies preparing  initial  public  offerings — 
including  those  that  went  private  during 
the  1980s— might  opt  to  sell  their  shares 
directly  to  institutions,  rather  than  list- 
ing them  on  the  public  exchanges. 

The  SEC  rules  could  accelerate  what 
for  some  is  a  disturbing  trend:  the  in- 
creasing role  of  private  placements,  pos- 
sibly at  the  expense  of  the  nation's  pub- 
lic markets  and  small  investors.  Thanks 
to  the  growth  in  junk-bond  financing  and 
einployee  stock-option  plans,  private 
placements  grew  during  the  1980s  from 
22%  to  nearly  40%  of  all  offerings 
(chart).  Richard  A.  Yorks,  chief  execu- 
tive of  Prudential's  new  private-place- 
ment division,  estimates  that  the  figure 
could  rise  to  as  much  as  75%  of  all  offer- 
ings. That  troubles  Wisconsin  Securities 
Commissioner  Walter  H.  White  Jr.,  who 
says  small  investors  "could  be  cut  out  of 
many  of  the  best  investments." 

And  some  investment  bankers  fear 
that  broadening  the  private  market  with- 
out tightening  disclosure  requirements 
could  allow  companies  to  foist  more  bad 
debt  on  unwitting  investors.  "The  SEC 
seems  to  be  saying,  'Caveat  emptor, 
there  are  no  rules  in  this  market,'  "  says 
Marcus  J.  Dash,  partner  with  Goldman, 
Sachs  &  Co. 

LOWER  COSTS.  The  SEC,  however,  is  fo- 
cusing on  the  benefits  to  companies. 
Regulators  believe  that  increasing  the 
liquidity  of  the  private-placement  mar- 
ket, as  well  as  reducing  cumbersome 
regulatory  filings,  could  shave  corporate 
financing  costs.  Yorks  predicts  that  the 
SEC  proposal  could  trim  up  to  half  a  per- 
centage point  off  the  interest  rates  com- 
panies pay  to  place  debt  privately — and 
such  securities  currently  trade  around 
60  basis  points  higher  than  public  bonds. 
The  measure  should  also  make  it  easier 
for  foreign  outfits  to  sell  securities  in 
the  states  since  they'd  be  spared  the 
burden  of  meeting  U.  S.  securities  rules. 

The  commission  had  yanked  an  earlier 
version  of  the  proposal,  which  would 
have  lifted  resale  restrictions  on  already- 
issued  stocks,  amid  an  outcry  that  it 
would  eventually  create  two  separate 
markets — one  for  institutions  and  a  less 
liquid  market  for  small  investors.  Al- 
though that  threat  is  only  diminished, 
not  eliminated,  by  the  pending  changes, 
the  commission  clearly  thinks  it's  worth 
the  risk. 

By  Dean  Foust  in  Washington 
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INVESTIGATIONS! 


DID  UNION  LEADERS 

SELL  OUT  THE  STEELWORKERS? 


USX  is  accused  of  conspiring  with  negotiators  to  win  a  sweetheart  labor  contract 


I  very  two  weeks,  when  steelworker 
Larry  J.  Driver  gets  his  paycheck 
lat  USX  Corp.'s  Fairfield  (Ala.) 
Works,  he  figures  it's  $150  to  $200  small- 
er than  it  should  be.  The  reason:  His 
union,  the  United  Steelworkers,  agreed 
to  wipe  out  incentive  pay  for  many  Fair- 
field jobs  in  a  1983  agreement  with  usx, 
then  named  U.  S.  Steel  Corp.  But  Driv- 
er's unhappiness  over  the  loss  of  income 
pales  next  to  the  anger  provoked  by  his 
more  recent  discovery  that  USX  quietly 


agreement,  Fairfield  workers  wouldn't 
have  had  jobs  at  all.  But  in  November, 
the  steelworkers'  suspicions  were 
heightened:  A  federal  grand  jury  in 
nearby  Birmingham,  Ala.,  handed  up  a 
16-count  indictment  against  USX  and  two 
union  staffers  involved  in  the  1983  talks. 

USX  is  accused  of  conspiring  with  Ther- 
mon  Phillips,  director  of  the  USW's  Bir- 
mingham-based District  36,  and  a  top 
aide,  E.  B.  Rich,  to  bargain  a  pact  favor- 
able to  USX.  To  win  their  compliance,  the 


bar 


MAKING  STEEL  IN  ALABAMA:  WORKERS  ARE  SUING  FOR  LOST  INCENTIVE  PAY  GOING  BACK  TO  1983 


awarded  company  pensions  to  the  USW 
staffers  who  negotiated  the  1983  pact.  "I 
can't  see  the  workingman  giving  up  all 
the  concessions  and  the  other  guys  get- 
ting pensions  out  of  it,"  Driver  says.  "I 
feel  .sokl  out." 

So  did  37  other  Fairfield  rank-and- 
filers  who  in  1988  joined  Driver  in  suing 
USX  and  the  usw.  Contending  the  pen- 
sion arrangement  made  the  pact  illegal, 
the  workers  demanded  back  pay  and  tri- 
ple mages  for  the  loss  of  income.  USX 
and  '  •  U.SW  argue  that  without  a  labor 


indictment  charges,  USX  changed  its  per- 
sonnel rules  to  qualify  Phillips,  Rich,  and 
four  other  staffers — all  former  company 
employees — for  pensions  they  otherwise 
wouldn't  have  received.  The  trial  could 
start  as  early  as  Jan.  2. 
HIGHEST  LEVELS.  USX  and  the  two  union 
officials,  who  would  not  comment,  have 
pleaded  innocent.  USX  denounced  the  in- 
dictment as  stemming  from  "a  strained 
interpretation  of  complex  laws."  The 
union  defended  the  Fairfield  agreement 
as  the  product  of  "arm's-length  negotia- 


tions and  not  the  result  of  any  illici  j 
bribe."  But  the  case  may  reach  furthei:  1 
While  no  company  executives  wer 
charged  with  criminal  violations,  U.  S 
Attorney  Frank  W.  Donaldson  says  th  , 
investigation  is  continuing  and  other  ir  i 
dictments  are  possible.  And  court  docii 
ments  make  it  clear  that  high-level  co 
pany  officials,  including  retire^ 
Chairman  David  M.  Roderick,  played  a! 
role  in  arranging  the  pension  payments 
In  court  papers,  Roderick,  who  could  no  m 
be  reached  for  coir  spipt 
ment,  said  he  approve'  slfc 
the  pension  payment 
without  realizing  tha  fste 
they  might  be  con  Med 
strued  as  anything  oth 
er  than  routme 

A     guilty  verdic 
wouldn't   break  USXlji? 
The  maximum  fine 
only  $3.2  million.  Bu 
the  criminal  charge 
and  an  expanding  wel 
of  related  litigation  ad( 
to  the  pressures  o] 
Charles  A.  Corry,  wh 
m\y  last  June  succeec  W 
ed  Roderick  as  chief  ex 
ecutive.  And  if  foun( 
guilty,  Phillips  and  Ricl 
could  receive  65-yea 
prison  terms. 

Beyond  this,  the  Fair 
field  case  is  extraordjjfe, 
nary  because  it's  one  o 
the  rare  times  crimina 

arges  have  beeiftitrici 
lodged  against  a  majo 
U.  S.  corporation  for  its 
labor  relations.  And  it  i 
especially  ironic  tha 
the  Steelworkers  and  USX — which  en 
gaged  in  some  of  the  decade's  most  ad 
versarial  labor  battles— now  find  them 
selves  accused,  in  effect,  of  winding  uj 
together  in  bed. 

The  government's  central  contentioilirlj 
is  that  USX  and  the  union  officials  violat 
ed  the  1947  Taft-Hartley  Act  provisior 
that  makes  it  a  crime  for  an  employer  U 
pay  something  of  value  to  union  repre 
sentatives — or  for  them  to  take  such  5  (jjc; 
payment.   No  one   disputes   that  US)  ^ 
changed  its  employee  leave-of-absenc(  [ftjp,,;, 
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FROM  BARGAINING  TABLE  TO  COURTROOM 

The  alleged  conspirators:  USX  Corp.  and  two  union  negotiators 

Place:  Fairfield  (Ala.)  Works  of  USX's  steel  division,  USS  

SEPTEMBER-DECEMBER,  1983  USS  demands  substantial  cost  reductions  to  reopen  the 
idled  Fairfield  Works.  United  Steelworkers  negotiators  agree  to  cuts  but  demand,  among 
other  things,  that  USS  grant  extended  leaves  of  absence  to  former  employees  who  joined 
the  USW  staff,  thus  qualifying  them  for  company  pensions.  Top  USX  executives,  including 
Chairman  David  Roderick  and  J.  Bruce  Johnston,  executive  vice-president  for  employee 
relations,  discuss  the  issue  at  company  meetings  in  Pittsburgh   


DECEMBER  24, 1983  USW  and  USS  reach  agreement  at  Fairfield.  But  USW  negotiators 
Thurmon  Phillips  and  E.B.  Rich  balk  at  signing  until  USS  addresses  the  extended-leave  is- 
sue. When  the  company  promises  to  "consider"  the  request  later,  they  approve  the  pact 


DAVID  RODERICK  J.  BRUCE  JOHNSTON     THERMON  PHILLIPS  E.B.RICH 


JANUARY-OCTOBER,  1984  Fairfield  reopens.  After  two  reminders  by  Phillips  and  Rich, 
top  USS  officials  award  leaves  to  Phillips.  Rich,  and  four  other  district  staff'ers,  making 
pension  payments  retroactive  to  Feb.  29.  1984  

FEBRUARY-MAY,  1987  The  change  in  leave  policy  remains  little  noted  until  USW  staff 
members  in  Pittsburgh  learn  of  it  and  apply  for  pensions  as  former  USS  employees.  USS 
rejects  the  requests,  citing  a  1986  federal  appeals  court  decision  that  declared  extended- 
leave  policies  illegal  in  some  cases.  USS  then  rescinds  the  policy  change  

OCTOBER,  1987-AUGUST,  1989  A  district  and  a  federal  appeals  court  uphold  USX's  deci- 
sion not  to  grant  leaves  to  additional  union  staffers.  Meanwhile,  38  active  workers  at  Fair- 
field file  suit  in  federal  court  against  the  company  and  the  union,  claiming  the  "illegal"  1983 
agreement  injured  them  economically 

NOVEMBER  17, 1989  A  federal  grand  jury  in  Birmingham  hands  up  a  16-count  conspiracy 
indictment  against  USX  Corp.  and  PMlips  and  Rich  

DATA:  COURT  DOCUMENTS 


policy,  enabling  Phillips,  Rich,  and  other 
staffers  to  qualify  for  pensions.  The  crit- 
ical question  is:  Did  USX  and  the  two 
union  leaders  conspire  to  trade  pension 
benefits  for  a  more  favorable  contract? 

Much  of  the  story  unfolds  in  sworn 
depositions  given  by  top  company  offi- 
cials in  the  Fairfield  workers'  civil  suit. 
The  depositions  and  related  company 
documents  are  part  of  the  public  record 
in  federal  district  court  in  Birmingham, 
ft  all  began  in  September,  1983,  when 
the  U.  S.  steel  industry  was  in  a  general 
collapse.  As  the  industry  slashed  excess 
capacity,  everyone  from  executives  to 
floor  sweepers  desperately  competed  for 
dwindling  jobs  or  early  pensions. 
MODERN  MILL.  Fixing  to  close  many  oper- 
ations at  the  end  of  1983,  U.  s!  Steel 
bargained  hard  with  usw  locals  at  steel 
mills  nationwide.  Where  locals  were 
most  amenable  to  work-rule  changes, 
the  plants  stood  most  chance  of  staying 
Dpen.  The  Fairfield  Works,  closed  since 
mid-1982,  had  one  big  edge:  Work  had 
begun  there  on  the  nation's  most  mod- 
am  pipe  mill,  and  USS  wanted  to  feed  it 
5teel  from  the  Fairfield  furnaces. 

But  Roderick  said  he  was  ready  to 
jhip  steel  from  another  plant  if  the  USW 
rejected  his  bid  for  a  sharp  lowering  of 
jperating  costs.  He  personally  laid  out 
the  bargaining  limits  to  William  Miller 
Jr.,  the  labor  relations  vice-president 
heading  the  Fairfield  talks.  Phillips  and 
Rich  negotiated  for  the  Fairfield  locals. 
Both  were  widely  known  in  the  union 
ind  by  employers  as  tough  bargainers — 
out  ones  who  were  willing  to  help  com- 
panies solve  competitive  problems. 

In  response  to  USS's  demand  for  dras- 
tic work-force  cuts,  the  USW  bargainers 
isked  for  certain  ti'ade-offs,  including  a 
liberalization  of  the  company's  leave-of- 
ibsence  policy.  Like  most  large,  union- 
zed  companies,  USS  routinely  granted 
leaves  to  employees  who  joined  the 
anion  staff  and  allowed  them  to  accrue 
service  credits  for  pensions  while  on 
leave.  But  while  companies  such  as  Gen- 
eral Motors,  Ford,  and  Bethlehem  Steel 
illowed  indefinite  leaves,  USS  had  always 
restricted  them  to  two  years. 

In  testimony.  Miller  said  that  at  a  bar- 
gaining session  in  September,  1983,  Rich 
handed  him  a  list  of  nine  usw  staffers — 
including  Rich  and  Phillips — who  had 
worked  for  USS,  but  not  long  enough  to 
qualify  for  pensions.  According  to 
Miller,  Rich  and  Phillips  later  told  him 
the  time  had  come  for  USS  to  extend  its 
ieave  policy  to  make  the  nine  eligible  for 
2arly  pensions.  Though  they  focused  on 
the  nine,  Miller  got  the  impression  that 
the  USW  officials  wanted  the  new  policy 
'  to  apply  to  all  union  staffers.  He  report- 
ed the  demand  to  his  boss,  J.  Bruce 
i  Johnston,  executive  vice-president  in 
1  charge  of  employee  relations,  and  to 
[  Roderick. 


It's  unclear  how  hard  the  union  lead- 
ers pressed  the  issue  in  coming  months. 
"I  didn't  look  upon  it  as  a  condition  of 
settlement,"  Miller  has  testified.  He  re- 
called discussing  the  matter  with  Roder- 
ick, Johnston,  and  another  USX  executive 
at  a  Dec.  22  meeting  in  Pittsburgh. 

In  that  meeting.  Miller  and  Johnston 
both  testified,  Johnston  noted  that  USS 
had  the  most  restrictive  leave  policy  in 
the  steel  industry.  He  suggested  that 
perhaps  it  might  change.  Roderick  also 
remembered  the  discussion.  But  none  of 
them  recalled  reaching  a  conclusion. 
CHRISTMASTIME.  Miller  returned  to  Bir- 
mingham on  Dec.  24  for  a  final  try.  This 
time,  things  fell  into  place.  USS  withdrew 
its  demand  that  hourly  workers  share 
more  of  the  plant's  health-insurance 
costs  and  offered  early  pensions  to  some 
1,300  workers.  In  return,  Phillips  and 
Rich  agreed,  among  other  things,  to  cut 
more  than  1,000  jobs,  give  management 
sweeping  new  rights  to  determine  crew 
size,  and  end  incentive  pay  for  many 


jobs.  In  all,  a  big  breakthrough  for  usx. 

But  when  Miller  asked  Phillips  and 
Rich  to  sign  the  typed  agreement,  he 
testified,  they  raised  the  staff  pension 
demand  for  the  first  time  that  day. 
Miller  telephoned  Johnston  at  his  home 
and  said  it  appeared  the  USW  officials 
wouldn't  sign  "without  some  answer." 
Johnston  told  Miller  the  company  would 
promise  only  to  "consider"  changing  the 
leave  policy  in  the  future.  Furthermore, 
he  listed  seven  conditions  for  such  a 
change,  stressing  that  "somebody  in  the 
International  [top  union  officials]  would 
have  to  propose  it  to  us,"  as  Johnston 
testified.  When  Miller  relayed  Johnston's 
vague  promise,  Phillips  and  Rich  accept- 
ed it.  They  signed  the  deal. 

USW  rules  at  that  time  didn't  require 
rank-and-file  ratification  of  local  agree- 
ments— and  Phillips  didn't  risk  one.  Fair- 
field workers  greeted  the  settlement 
with  mixed  feelings.  Their  plant  escaped 
Roderick's  decision  on  Dec.  27  to  shut 
some  30  others.  Yet,  "all  those  conces- 
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sions  didn't  sound  right,"  as  Larry  Driv- 
er says.  But  the  Fairfield  Works  soon 
reopened,  and  about  2,000  employees 
eventually  were  recalled. 

In  the  ensuing  months,  Phillips  and 
Rich  twice  prodded  USX  negotiators  to 
act  on  the  pension  item.  In  July,  1984, 
Jack  Golden,  a  L'SW  district  director  in 
Texas  and  Phillips'  friend,  showed  up  at 
USX  offices  in  Pittsburgh  with  a  written 
proposal  to  change  the  leave  provision  in 
USX's  compan_wide  labor  contract.  It's 
unclear  who  sent  him.  In  1989,  usw  Pres- 
ident Lynn  R.  Williams  testified  in  a  de- 
position that  he  hadn't  dispatched  Gold- 
en. In  fact,  Williams  said,  Phillips  never 
told  him  the  issue  of  staff  leaves  had 
even  arisen  in  the  Fairfield  talks. 

USX  labor  executives 
didn't  act  on  Golden's 
proposal.  In  late  1984, 
Johnston  changed  USX's 
personnel  policy  rather 
than  bargain  a  contract 
change.  Why?  In  1989, 
Johnston  testified  he 
had  intended  all  along 
to  do  it  this  vvay. 
Johnston,  who  retired 
in  May,  declined  to 
comment. 

His  decision,  in  fact, 
seemed  to  arise  out  of 
conflicting  strategies. 
On  the  one  hand,  John- 
ston wanted  to  limit  the 
number  of  staffers  who 
could  claim  pensions  un- 
der the  new  leave  poli- 
cy, since  he  knew  the 
new  rules  might  qualify  dozens  of  USW 
staffers  nationwide.  "If  we  open  our 
window,  I  want  to  open  it  as  narrowly  as 
possible,"  he  testified.  Yet  a  policy 
change  applicable  only  to  District  36 
staffers  would  be  suspect.  For  legal  rea- 
sons, "whatever  we  did  had  to  apply  to 
everj'one  who  met  the  conditions,"  John- 
ston said. 

AMENDMENT.  On  Oct.  22,  1984,  usx's  Cor- 
porate Policy  Committee,  with  Roderick, 
Johnston,  and  other  top  executives  as 
members,  adopted  an  indefinite  leave 
policy  in  place  of  the  two-year  restric- 
tion. When  confronted  with  the  signed 
document,  Roderick  readily  admitted  he 
attended  the  meeting.  But  he  couldn't 
remember  any  discussion  of  the  issue, 
nor  even  why  the  policy  was  amended. 

Roderick  and  USX  Chief  Financial  Offi- 
cer Bruce  Thomas  then  signei)  a  form 
approving  pensions  for  Phillijis,  Rich, 
and  four  other  District  36  staffers.  Of 
the  nine  persons  on  Rich's  original  list, 
two  were  ineligible  for  pensions  and  a 
third,  Bruce  Thrasher — director  of  usw 
;  I  District  35  in  Atlanta — was  eliminated 
I    by  Johnston  for  unexplained  reasons. 


When  shown  his  signature  on  the  pen- 
sion form,  Roderick  testified:  "I  did  not 
have  the  remotest  idea  who  these  em- 
ployees were."  The  pensions  were  made 
retroactive  to  Feb.  29,  1984,  and  usx  that 
November  began  mailing  monthly 
checks  to  the  "Fairfield  Six." 

Contrary  to  his  expectations,  Johnston 
said,  no  other  staff  members  applied  for 
the  extended  leaves  and  pensions.  In 
fact,  no  one  else  apparently  knew  about 
the  new  policy.  The  lack  of  applications 
worried  some  USX  executives  who  urged 
Johnston  to  notify  the  USW.  In  a  Mar.  5, 
1985,  letter  to  Williams,  Johnston  said 
the  policy  change  meant  that  longer 
leaves  than  the  labor  contract  provided 
may  be  permitted  "at  the  discretion  of 


the  company  on  a  case-by-case  basis." 
He  said  USX  had  applied  the  policy  to  six 
staff  representatives  but  didn't  name 
them  or  their  location. 

W'hat  Williams  did  with  this  letter 
could  be  critical  in  the  civil  suit  filed  by 
the  Fairfield  rank-and-filers.  The  suit 
charges  the  letter  should  have  triggered 
an  investigation  and  that  Williams 
should  have  reported  the  results  to 
members.  By  not  doing  so,  the  suit  al- 
leges, he  failed  his  legal  duty  of  fairly 
representing  them.  The  USW  denies  that 
charge  and  has  moved  to  dismiss  the 
suit  on  grounds  it  was  filed  after  a  sLx- 
month  statute  of  limitations  expired. 

Still,  how  Williams  dealt  with  the  let- 
ter is  unclear.  Although  he  gave  a  depo- 
sition in  the  civil  case  last  July,  it  awaits 
his  final  review  before  being  put  on  the 
public  record.  But  a  USW  attorney  says 
the  USW  president  testified  that  he 
turned  the  letter  over  to  union  lawvers. 
Citing  the  right  to  withhold  privileged 
information  between  client  and  lawyer, 
Williams  refused  to  disclose  what  the 
lawyers  advised  him  to  do.  In  any  case, 
he  said,  he  didn't  learn  which  staff  mem- 


bers had  received  the  pensions  until 
sometime  in  1986  or  1987.  Williams  also 
said  he  had  no  reason  to  discipline  Phil- 
lips and  Rich  for  accepting  company  pen- 
sions. He  had  no  e\idence  linking  these 
payments  to  the  Fairfield  agreement. 

But  then.  Thrasher,  who  had  retired 
and  heard  rumors  of  the  Fairfield  Six, 
filed  suit  against  usx  to  obtain  a  pension 
under  the  new  policy,  usx  decided  to 
head  off  further  publicity  by  settling 
with  Thrasher  out  of  court.  Accepting  a 
payment  of  $88,574,  Thrasher  agreed  to 
be  bound  by  a  court-ordered  gag  rule. 
TURN-DOWN  TIME.  Word  of  usx's  new 
rule  didn't  circulate  until  early  1987, 
when  a  Pittsburgh  USW  staffer  learned 
of  it  from  a  USX  executive.  He  and  sever- 
al other  staffers  applied 
for  extended  leaves  in 
March,  1987,  but  were 
rejected  by  usx  on 
grounds  that  the  policy 
was  illegal,  usx  cited  a 
March,  1986,  decision  by 
a  federal  appeals  court 
in  Philadelphia.  It  ruled 
that  Trailway  Lines 
Inc.'s  leave  policy  vio- 
lated Taft-Hartley's  ban 
on  employer  pajmients 
to  union  staffers. 

Having  turned  down 
the  new  requests  for 
extended  leaves,  usx 
told  Williams  in  a  sec- 
ond letter  that  it  would 
cancel  the  1984  policy 
change.  And  on  May  14, 
1987,  the  Corporate  Pol- 
icy Committee  did  just  that.  USX,  howev-| 
er,  continued  to  pay  pensions  to  the  Fair-i 
field  Six.  A  year  later,  for  undetermined! 
reasons,  it  stopped  sending  payments  to 
the  six,  put  the  money  in  escrow,  and| 
successfully  fought  a  suit  in  Chicago  by 
22  other  usw  staffers  who  charged  they 
were  unlawfully  denied  leaves. 

Back  in  Fairfield,  steelworker  Larry 
Driver  was  working  one  day  in  late  1988 
in  the  "pit"  where  molten  steel  is  poured 
into  continuous  casters.  He  happened  to 
walk  into  the  pit  shack  and  discovered, 
lying  on  a  table,  a  copy  of  a  Chicago^ij; 
court  ruling.  Shocked  that  District  36 
staffers  benefited  from  USX's  rule 
change,  he  and  fellow  workers  decided 
to  file  suit. 

A  few  months  later,  the  criminal 
probe  began.  And  now,  close  to  2,000 
active  and  retired  Fairfield  employees 
have  asked  to  be  included  as  plaintiffs  in 
the  civil  suit.  But  they'll  have  to  wait 
until  there's  a  verdict  on  the  criminal 
charges.  While  they're  waiting,  Larrj' 
Driver's  anger  smolders  on. 

By  John  Hoerr  in  Birmingham,  AIouMl 
icith  Michael  Schroeder  in  Pittsburgh  ^ 
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PAST  PERFORMANCE  IS  NO  GOARANTEE  OF  FOTORE  SOCCESS. 

EOT  IT'S  SOMETHINGTO  CONSIDER. 


Mutual  funds  haven't  always  been  your 
everyday  investment.  Forty  years  ago  there 
weren't  many  kinds  of  funds. 

Just  some  common  stock  funds  and 
some  bond  funds.  But  Jack  Dreyfus  thought 
we  were  poised  for  growth. 

In  1951  he  began  managing  one  of  the 
earliest  funds  to  actively  seek  growth  of  cap- 
ital for  its  shareholders. 

It's  a  hunch  that  paid  off.  Not  just  for 
shareholders  of  The  Dreyfus  Fund,  but  for 
shareholders  of  the  many  growth  funds  that 
followed  it  in  the  1950s  and  1960s.  In  the 
mid-1970s,  when  risine  interest  rates  were 


stranding  savers  in  low-paying  FDIC  insured 
passbook  accounts,  we  developed  Dreyfus 
Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  ta.x 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  wide  range  of  money  mar- 
ket and  tax  exempt  funds. 

Today  everyone  talks 

about  the  need  to  allocate    ^,    .  ,  ,    ,  -  ,    .  ,  . 

The  nght  fund  at  the  right  time. 


assets,  but  a  year  ago  we  created  a  fund  spe- 
cifically designed  to  shift  freely  among  stocks, 
bonds  and  money  market  instruments,  depend- 
ing on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it,  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds  ?  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
a  prospectus  from  your  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
carefully  before  investing. 


EXECUTIVE  SUITE  I 


SHONEY'S  NEEDS  A  RECIPE 
FOR  SUCCESSION 


Its  strong-willed  founder  is  turning  the  CEO  post  into  a  revolving  door 


When  the  chief  executive  of 
Shoney's  Inc.,  J.  Mitchell 
Boyd,  resigned  unexpectedly 
on  Dec.  4,  Wall  Street  was  in  a  state 
of  shock.  After  all,  only  six  months  earli- 
er, Shoney's  founder  Raymond  L.  Ban- 
ner had  made  a  big  deal  about  giving 
Boyd  the  title  of  chairman  of  the  chain. 
But  people  familiar  with  the  company 
were  less  surprised.  "It's  the  classic 
case  of  the  founder  not  being  able  to  get 
over  his  ego  and  let  go,"  says  David  K. 
Wachtel,  president  of  O'Charlie's  restau- 


than  1,500  chain  restaurants  in  30  states, 
including  Shoney's,  Captain  D's,  Lee's 
Famous  Recipe  Chicken,  and  others. 

That  success  hasn't  always  been  rec- 
ognized on  Wall  Street.  Convinced  that 
Shoney's  stock  was  undervalued,  Dan- 
ner  in  1988  executed  a  $728  million  lever- 
aged recapitalization  that  paid  share- 
holders a  $16-per-share  cash  dividend. 
Danner,  who  owns  19%'  of  the  stock, 
worth  $8.5  million,  took  home  $111  mil- 
lion in  cash.  He  also  pockets  $3.3  million 
a  year  in  interest  on  subordinated  deben- 


DURING  BOYD'S  TENURE,  SHONEY'S  AD  SPENDING  ROSE  AND  ITS  EARNINGS  SURGED 


rant  chain  and  a  former  Shoney's  CEO. 

Shoney's  has  been  Danner's  life,  and 
he  has  put  his  imprint  on  every  aspect  of 
the  company.  Its  bare-bones  operating 
principles  are  known  as  "Danner's  way." 
And  his  rough-and-ready  personal  style 
stands  in  marked  contrast  to  the  suave 
Boyd.  Danner,  say  company  observers, 
simply  couldn't  stand  to  watch  another 
e.v.ctitive  remake  his  life's  work.  And 
that,  atlitude  may  spell  trouble  for 
whome'  r  succeeds  Boyd. 
TRA*?!?!T-r.:v  Danner,  65,  achieved  great 
suc'ces-  i!;  ).  a  standing  start.  Begin- 
ning w.tij  -ingle  unit  he  opened  in 
Madison  F-  .v  .,  30  years  ago,  he  built 
Shoney's  U;e  nation's  lOth-largest 
r-estauranr  dsajn.  The  Nashville-based 
company  niii^rai.-s  or  franchises  more 


tures  issued  as  part  of  the  recap.  Says 
Shoney  director  John  C.  Neff,  chairman 
of  Pinnacle  Care  Corp.:  "The  recapital- 
ization was  a  nice  way  for  Danner  to  get 
his  money  out  and  hand  the  company 
over  to  new  people." 

But  the  hand-over  didn't  go  as 
planned.  A  company  statement  says 
Boyd  stepped  down  to  pursue  future 
business  opportunities,  but  sources  who 
deal  with  Shoney's  say  that  the  move 
was  initiated  by  Danner  and  the  board, 
which  is  made  up  of  Danner's  longtime 
associates.  Neither  Danner  nor  Boyd 
would  comment. 

However  Danner  felt  about  Boyd's 
management,  he  could  hardly  have 
asked  for  better  financial  performance. 
The  company  expects  earnings  before  in- 


terest and  taxes  for  the  fiscal  year  end 
ed  Oct.  30  to  hit  $115  million  on  sales  o 
$860  million — $10  million  more  in  profit 
than  earlier  company  projections.  Shori 
ey's  has  already  prepaid  $121  million  o 
the  recapitalization  debt  from  its  stronj 
cash  flow,  and  operating  margin; 
jumped  to  11.8%  this  year,  from  10.5%c  ii 
1988.  The  industry  average  is  10.3%o 

Danner's  dissatisfaction  with  Boy 
say  insiders,  was  over  what  they  jokin 
ly  call  "that  vision  thing."  The  two  exe 
utives  had  strong  differences  over  corp 
rate  direction.  Danner  is  obsessed  wit 
day-to-day  operations  and  maintainin 
Shoney's  tight-fisted  ways.  In  contras 
Boyd  wanted  to  spend  more  dollars  o 
marketing,  advertising,  and  promotin 
the  company's  image.  And  Boyd  kep 
experimenting  with  menu  changes  an 
other  variations  on  Shoney's  tried-an 
true  formula. 

There  were  differences  in  personal 
style  as  well.  A  paperhanger's  son  wh^i 
grew  up  poor  in  Louisville,  Danner  i;; 
known  for  terrorizing  unsuspecting  em| 
ployees  during  spot  checks  of  storet; 
around  the  country.  One  time,  according; 
to  a  former  Shoney's  supplier  who  wit' 
nessed  the  incident,  Danner  shoved  1 
cook's  arm  deep  into  a  soup  vat  to  makm 
it  clear  that  the  soup  wasn't  hot  enougll 
to  serve.  "Danner  is  one  tough  guy  t(  j 
work  for,"  says  Wachtel. 

Boyd  is  a  lot  smoother.  "Boyd  was  the 
perfect  Mr.  Outside,"  says  Bryan  C.  El 
liott,  an  analyst  with  Robinson-Hum 
phrey  Co.  in  Atlanta.  "He  is  very  Intel 
lectual,  very  polished.  It's  going  to  b( 
hard  to  replace  those  qualities  if  the^ 
pick  someone  from  inside  the  company .'^ 
Wall  Street  agrees:  Shoney's  stoclll 
dropped  a  point,  to  12  Vs,  on  the  news  o| 
Boyd's  departure. 

TIGHT  DEADLINE.  Boyd's  successor  wil 
have  his  hands  full.  Aside  from  dealing 
with  Danner,  the  new  CEO  must  grapple : 
with  the  saturation  in  the  restaurant  in 
dustry.  Shoney's  expects  to  name  a  nev 
chief  executive  on  Dec.  21,  when  it  re 
leases  its  earnings  for  the  year.  If  th 
company  sticks  to  that  tight  deadline 
the  prospect  of  bringing  someone  ii 
from  the  outside  is  remote.  Instead 
two  insiders— President  and  Chief  Oper 
ating  Officer  Gary  P.  Spoleta  and  Franl 
Brown,  senior  vice-president  for  opera 
tions — have  been  the  most  talked-abou 
front-runners. 

According  to  a  Shoney's  spokesman] 
when  Danner  appointed  Boyd  CEO,  h 
pointed  to  a  plaque  that  hung  on  his  walj 
reading,  "The  final  test  of  greatness  in 
CEO  is  how  well  he  chooses  a  successor 
But  for  Danner,  the  real  test  will  b( 
whether  or  not  he  can  step  aside  and  le 
his  successor  run  the  company. 

By  Walecia  Konrad  in  Nashvilk 
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From  the  sports  and  leisure  industry  to  the  aviation 
industry.  Sharp  means  business.  More  businesses  are  rely- 
ing on  Sharp  advanced  technology  and  high-quality  prod- 
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Sharp  brand  fax  machines  outsold  all  other  fax 
machines  for  two  years  in  a  row.  Sharp  copiers  were  rated 
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More  sales  were  rung-up  on  Sharp  electronic 


cash  registers,  more  numbers  crunched  on  Sharp 
professional  calculators  and  more  work  done 
on  Sharp  laptop  computers. 
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real  estate  is  one  reason.  The  promise  oh 
a  guaranteed  tenant  for  new  shopping" 
center  projects  is  another.  Says  Paul 
Beitler,  managing  partner  with  Chicago 
developer  Miglin-Beitler  Inc.:  "Real  es- 
tate and  retailing  absolutely  live  ofl 
each  other.  They're  interdependent." 
SPECTACLE.  But  the  pitfalls  are  many. 
After  overpaying  for  a  sluggish  Federat- 
ed Department  Stores  Inc.,  Robert  Cam-', 
peau's  retail  empire  is  faltering  under  its 
huge  debt  load.  Likewise,  an  overlev- 
eraged  Hooker  Corp.  couldn't  afford  the 
$100  million  that  analysts  estimate  was 
needed  to  rejuvenate  its  B.  Altman 
chain.  Then  there's  Taubman  Co.,  a  New 
York  developer  that  is  quietly  seeking  to 
bail  out  of  Woodward  &  Lothrop  Inc.,  a 
Washington  (D.  C.)  chain.  Pitts- 
burgh-based Crown  American 
Corp.  has  prospered  with  the 
Hess's  Department  Stores  Inc. 
chain  it  bought  in  1979,  but  it's 
one  of  the  few  success  stories. 

"Developers  look  at  stores  as 
assets,"  observes  Neil  Stern  of 
McMillan  &  Doolittle,  a  Chicago- 
based  retail-consulting  firm.  "They 
look  at  the  land  beneath  the 
stores,  the  raw  value,  the  breakup 
value.  But  they  hardly  ever  look  at 
the  merchandise."  Bloomingdale's, 
which  is  expected  to  post  operat- 
ing earnings  of  $107.5  million  on 
$1.3  billion  in  sales  this  year,  is  a 
strong  franchise.  But  the  spectacle 
of  a  Bloomingdale's  store  is  care- 
fully orchestrated  by  Chairman 
Marvin  S.  Traub's  team. 

Indeed,  even  as  JMB  bids  against 
Traub,  Ann  Taylor  Chairman  Jo- 
seph E.  Brooks,  and  Investcorji,  a 
Bahrain  company  with  several 
U.  S.  retailing  interests,  the  de\'el- 
oper  admits  a  lack  of  merchandis- 
ing expertise.  "Real  estate  people 
know  how  to  run  a  mall.  They 
don't  necessarily  know  how  to  run 
a  retailing  company,"  concedes 
Burton  E.  Glazov,  a  JMB  executive 
vice-president  who  wouldn't  com 
ment  specifically  on  the  Blooming 
dale's  auction.  If  successful,  JMB 
would  probably  try  to  keep 
Traub's  team.  And  some  expect  Traub 
would  be  willing  to  stay  on.  "He's 
worked  for  lots  of  people  and  never 
moved,"  says  consultant  Robert  Kerson 
JMB  has  shown  itself  a  savvy  investor 
in  the  past.  But  with  Bloomingdale's  ex- 
pected  to  command  at  least  $1  billion 
and  the  Hilton  properties  likely  to  draw 
more,  JMB  seems  ready  to  take  on  more 
risk  than  ever  before.  If  it  prevails  in 
either  auction,  the  company  will  have  to 
disprove  the  adage  that  a  landlord  who 
leases  to  himself  has  a  fool  for  a  tenant 
By  David  Greising  m  Chicago 


REAL  ESTATE  I 


BIOOMIE'S  MAY  BE 

ON  JMB'S  CHRISTMAS  LIST 


The  developer  isn't  afraid  to  tread  where  Campeau  floundered 


Its  name  isn't  on  the  door.  But  most 
people  who  have  shopped  in  a  big- 
city  retail  development — from  Fan- 
euil  Hall  in  Boston  to  Water  Tower 
Place  in  Chicago  to  Century  Plaza 
Towers  in  Los  Angeles — have  been  in  a 
building  owned  and  managed  by  Chica- 
go's JMB  Realty  Corp.  JMB  is  one  of  the 
nation's  most  powerful  landlords. 
Now,  with  a  recent  bid  for  New 
York's  Bloomingdale's  chain,  it 
wants  to  become  a  flashy  mer- 
chant, too. 

That's  a  big  gamble.  Answering 
the  siren  song  of  retailing  has 
meant  nothing  but  trouble  for 
most  real  estate  developers.  Wit- 
ness Australia's  Hooker  Corp., 
currently  in  Chapter  11,  and  To- 
ronto's Campeau  Corp.,  whose  li- 
quidity crisis  earlier  this  year 
forced  the  auction  of  its  Blooming- 
dale's unit.  JMB  manages  some  of 
the  nation's  toniest  properties  (ta- 
ble), including  the  building  in 
which  the  Chicago  Bloomie's  is  lo- 
cated, but  it  has  never  run  a  big 
retailer.  Moreover,  it  has  other  dis- 
tractions: It's  also  reported  to  be 
in  the  bidding  for  all  or  part  of  the 
hotel  and  casino  assets  of  Hilton 
Hotels  Corp. 

JMB  has  never  been  shy  in  ex- 
panding its  reach.  Starting  in  1968 
with  a  $5,000  investment,  college 
roommates  Neil  G.  Bluhm  and 
Judd  D.  Malkin  have  since  built  an 
empire  with  $21  billion  in  real  es- 
tate assets  under  management. 
Much  of  that  growth  has  come 
from  avoiding  the  kinds  of  prob- 
lems that  have  wiped  out  competi- 
tors. .I.MB  made  its  mark  by  syndi- 
cating real  estate  tax  shelters.  But 
by  the  time  tax  reform  halted  that  busi- 
ness in  1986,  crippling  many  competitors, 
IMP,  had  already  branched  into  managing 
real  estate  investments  for  pension 
fuM'.'s  It  also  avoided  embarrassment  in 
the  oi!  patch,  all  but  pulling  out  of  such 
mark<  t.--  ;,'s  Houston. 
iRRES^STi'SLE.  JMB  has  spent  billions  in 
the  pa.-^t  three  years  to  establish  foot- 
holds in  liea'lh.ier  markets  worldwide.  In 
\W,.  ii  boug!,!  Toronto  developer  Cadil- 
;;=.•  PViirviev.-  aiui  the  Arvida  community 
deVf'ioiiniouL  uni^  of  Walt  Disney  Co.  for 
a  t''T;U  01"  $2.4  hiliion.  In  1988,  it  spent 


$920  million  to  buy  Amfac  Inc.,  a  resort 
developer  in  Hawaii.  This  year,  it 
snapped  up  London  developer  Rands- 
worth  Trust  PLC  for  $416  million. 

Bloomingdale's,  however,  would  take 
JMB  down  a  riskier  path.  For  years,  re- 
tail companies  have  had  an  irresistible 
pull  on  developers.  Prime  underlying 


lOW-PROFILE  JMB'S 
HIGH-PROFILE  PROPERTIES 


City 

Properties  under  management 

CHICAGO 

WATER  TOWER  PtACE 

900  N.  MICHIGAN  AVE. 

BOSTOM 

FANEUIL  HALL  MARKETPLACE 

COPLEY  PLACE 

lOS  ANGELES 

CROCKER  CENTER 

CENTURY  PLAZA  TOWERS 

TORONTO 

EATON  CENTRE 

TORONTO-DOMINION  CENTRE 

DATA;  COMPANY  REPORTS 
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Free-for-AU  at  your  IBM  dealer. 


M\I\'SJRF.f;T 


'"No  payments 
till  next  year!' 


Howre  you  going  to  do  it? 


Your  IBM  dealer  is  now  oi'feriiig  over  $500  worth  of  free  software,  a  big  rebate,  delated 
payments  and  instant  credit.  All  in  time  for  holiday  jzitt-ij;i\  ing.  It  you  like  a  j^ood 
"Free-for-AII."  see  your  IBM  dealer.  October  I.  1*^80  to  January  15.  Wi). 

Free  software  for  work  or  play.  Buy  an  IBM  Personal  System /2  \l(>d«  l  23. 
Model  30.  M(Klel  30  28(3.  Model  50  Z  or  Model  55  S\  and  DOS  or  dS/2;  and  your  free 
software  kit  includes:  Andrew  Tobias'  Managing  )our  Money'  and  Tax  C.ul."  to  help 
with  your  business  and  personal  finances:  King's  Quest  II  '  and  Hoyle's  Book  oj  (,<imes, 
for  hours  of  entertainment:  and  Microsoft '  Iforks.  the  all-in-one  word  processing, 
spreadsheet,  data  base  and  communications  tool  for  home  use  or  to  help  you  run  a 


grow  ing  husine; 


A  generous  rebate.  Buy  the  PS/2'  Model  55  S\  and 
DOS  or  OS/2,  and  you'll  have  the  power  of  386  SX"  technology 
right  at  vour  fingertips,  all  that  free  software— plus  a  $2(^0 
rebate  tucked  awa\  in  vour  pocket. 

Instant  credit.  You  can  buy  your  l'S/2  without  usin 
your  own  credit  card.  The  IBM  Credit  Cor[)oration  crt 
card  pro\  ides  instant  credit  to  all  (jualitied  buyers. 

No  payments  until  February  1990. 
With  IBM's  instant  credit  card,  you  can  walk 
out  with  vour  PS/2,  and  walk  away  from 
payments  until  next  year.  For  the  name  ot  the 
nearest  IBM  Authorized  Dealer  w  ith  the""Free-for 
deals,  call  1  800  IBM-2468,  ext.  1Q2. 


IBM,  Personal  System/2,  PS/2  and  OS/2  are  registered  trademarks  of  IBM  Corporation 

Microsotl  IS  a  registered  trademark  of  Microsoft  Corporation  Managing  Your  Money  is  a  registered  trademark  and  Tax  Cut  is  a  trademark  of  MECA  Ventures.  Inc  King  s  Quest  is  a  registered  trademark  of  Sierra  On-Line,  Inc 
Hoyle  Is  a  trademark  used  under  license  from  Hoyle  Products,  a  division  of  Brown  &  Bigelow,  Inc  386  SX  is  a  trademark  of  Intel  Offer  limited  to  the  USA  Offer  void  where  prohibited  by  law  (i,  IBM  Corp  1989. 


SPORTS  BUSINESS! 


SO  MANY  BOWLS, 

SO  LITTLE  TO  CHEER  ABOUT 


Too  much  competition  for  viewers  and  teams  is  draining  revenues 


Tradition  dies  hard  at  the  Rose 
Bowl.  The  granddaddy  of  New 
Year's  Day  football  games  was 
first  played  in  1902  and  became  an  annu- 
al event  in  1916.  Nowadays,  other  bowl 
games  share  their  names  with  the  likes 
of  insurer  USF&G  Corp.  and  Federal  Ex- 
press Corp.  But  the  Rose  Bowl's  closest 
brush  with  corporate 
sponsorship  has  been 
its  use  of  convertibles 
on  loan  from  local 
Chrysler  dealers  to  car- 
ry participants  in  the 
Tournament  of  Roses 
Parade  that  precedes 
the  game. 

Next  year,  however, 
backers  of  the  Pasade- 
na (Calif.)  classic  may 
enlist  help  from  corpo- 
rations. With  operating 
costs  rising  dangerous- 
ly close  to  revenues 
generated  by  a  long- 
term  contract  with  ABC 
Inc.,  bowl  officials  may 
need  sponsors  to  under- 
write portions  of  the 
parade  and  football 
game — though  they're 
not  contemplating  a  name  change. 

The  Rose  Bowl's  plight  typifies  what's 
ailing  college  football's  bowl  games. 
"The  bowl  system  is  in  real  trouble," 
says  Sam  Jankovich,  chairman  of  the 
National  Collegiate  Athletic  Assn.'s  TV 
committee.  The  problem:  too  many 
games  vying  for  the  same  viewers  and 
glamour  teams.  The  Big  Three  networks 
will  televise  seven  games  on  Jan.  1 
alone — two  more  than  in  1985.  Yet  rat- 
ings since  1987  are  down  for  the  four 
major  bowls — the  Rose,  Cotton,  Sugar, 
and  Orange  (chart).  They  could  fall  even 
more  this  year:  For  the  first  time  in  five 
;■■  *  r)rs,  none  of  the  bowls  matches  up  the 
I  c'.'.iatry's  two  top-ranked  teams.  The 
i  '  i  -.-st  is  the  Orange  Bowl,  with  No.  1 
I  (    .  fido  against  No.  4  Notre  Dame, 
j  Act      THE  HOLE.  The  networks'  only 
'nofj'      :hat  without  a  premr-r  game  to 
:  ,^i|-'lv,^l  :  ■    viewers,  ratings  at  recently 
•-vjrio.-i.v..:  ••owls  will  improve.  ABC  in- 
^'i-  aiote  its  long-sh  it  champi- 
! ''chigan,  which  ,  l:iys  the 
•  ■  ■  Sfiuthern  Calif  on.  i  a  in  the 

.■       •         ar.;!  No.  2  Miami  which 


meets  Alabama  in  the  Sugar.  But  NBC 
may  have  an  ace  in  the  hole.  "We  intend 
to  remind  viewers  that  no  championship 
can  be  decided  until  Colorado  plays," 
says  NBC  Sports  Vice-President  Jonathan 
Miller,  whose  network  will  televise  the 
Orange  at  8  p.m.  Eastern  time. 
Even  with  heavyweight  promotions. 
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says  ABC  Sports  Vice- 
President  David  Downs,  the  New  Year's 
games  are  likely  to  be  loss-leaders  for 
the  networks.  Ad  rates,  which  have  re- 
mained stable  in  recent  years,  run  from 
about  $250,000  per  30-second  spot  for  the 
Orange  and  Rose  Bowls  to  around 
$60,000  for  ABC's  Citrus  Bowl  in  Orlan- 
do, say  advertising  executives.  Those 
figures  compare  with  about  $750,000  for 
a  30-second  spot  during  the  Super  Bowl, 
the  much  more  highly 
rated  professional 
football  championship. 

At  least  one  net- 
work has  attempted  to 
rein  in  costs.  NBC  tried 
to  get  the  Rose  Bowl 
to  accept  a  cut  to 
million  for  last  year's 
game  from  the  $11.5 
million  it  had  paid  the 
year  before.  When 
Rose  Bowl  officials 
balked,  ABC  cut  a  nine- 
year  deal  for  $11.5 
million  a  game. 


THE  BIG  BOWL  GAMES: 
LOSING  YARDAGE 


FEWER  U.S.  HOUSEHOLDS  WITH  TVs 
WATCH  THE  GAMES 


■  ROSE  BOWt 
□  ORANGE  BOWt 

■  COnON  BOWt 


■85 
▲  PERCENT 


■87 


DATA:  NIEISEN  MEDIA  RESEARCH 


Long-term  TV  contracts  are  now  th- 
norm  for  the  big  games.  That  spell 
trouble,  since  the  deals  cap  revenue 
just  as  bowls  are  spending  heavily  t 
ensure  the  best  matchups.  The  Fiest 
Bowl  started  the  bidding  war  for  toj 
teams  in  1986,  using  $3  million  kicked  ii 
by  sponsor  Sunkist  Growers.  The  Fiest 
now  pays  $3  million  per  team,  up  fron 
$885,900  in  1985,  and  has  lured  the  to]; 
two  squads  to  Tempe,  Ariz.,  in  two  o 
the  past  four  years.  Now,  virtually  eV 
ery  bowl  has  a  sponsor  with  deep  pock 
ets.  Last  year,  bowl  sponsors  paid  con 
tending  teams  more  than  $53  million 
according  to  the  ncaa,  compared  witl 
$39  million  in  1985. 

MORE  FRANTIC.  The  losers  in  the  bidding 
frenzy  often  are  bowlj 
that  are  contractuall;  j 
bound  to  invite  thti 
champion  of  a  particul 
lar  athletic  conference! 
The  Sugar  Bowl  will  dii 
vide  $6.2  between  it:i 
two  teams,  $1.6  millioij 
more  than  the  198(j 
game,  despite  a  declimj 
in  the  fortunes  o  ' 
Southeast  Conferenci 
teams  with  which  it  ha: 
a  contract. 

Next  year,  the  bid 
ding  will  be  even  mon 
frantic:  The  Florida  Cit 
rus  Bowl  says  it  wil 
line  up  a  sponsor  to  in 
crease  the  $1.2  million  i 
pays  each  of  its  teams 
"We're  going  after  thi 
Fiesta  Bowl,"  says  Cit 
rus  Bowl  Director  Charles  Rohe. 

The  Citrus  Bowl's  ambitions  will  mak^ 
a  bad  situation  even  worse.  And  n( 
amount  of  money  can  stave  off  unwel 
come  surprises:  In  November,  hours  af 
ter  receiving  an  Orange  Bowl  bid,  ther 
top-ranked  Notre  Dame  lost  to  Miami— i 
to  the  dismay  of  Orange  Bowl  represenj 
tatives  in  the  stands. 

The  bowl  game  confusion  has  fanil 
and  sportswriters  clamoring  for  a  na 
tional  collegiate  cham 
pionship  game,  to  be 
played  just  before  th( 
Super  Bowl.  Bowl  offi 
cials  aren't  eager  t( 
see  a  competing  gam* 
get  the  big  prize.  Net 
work  executives  so  fai 
concur.  But  if  tht 
New  Year's  Day  rat 
ings  continue  to  fall 
there  could  soon  be  s 
new  game  in  town. 

By  Ronald  Grover  ii 
Los  Angeles  and  Ante 
nio  Fins  in  Miami 
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Buick  is  the  only 
American  car  to  make 
the  top  10  in  3  major 


consumer  surveys 


Special 
Holiday 
Financing 
on  Regal 
as  low  as  4.8%f 


These  surveys,  conducted  by 
J.D.  Power  and  Associates,  recently  measured 
consumers'  opinions  three  different  ways: 

•  Customer  satisfaction  with  product  and  dealer 
service  after  one  year  of  ownership. 

•  Sales  satisfaction  with  the  car,  the  way  it  was  sold 
and  delivered  by  the  dealer 

•  Initial  quality,  based  on  owner-reported  problems 
during  the  first  90  days  of  ownership. 


In  the  Initial  Quality  Survey,  Buick  LeSabre 
ranked  as  the  most  trouble-free  American  car.  And 
Buick  Riviera  and  Electra/Park  Avenue  ranked  as  the 
two  most  trouble-free  American  luxury  cars. 

Out  of  over  150  models,  Buick  was  the  only 
domestic  brand  to  make  the  top  10  in  all  3  surveys. 

Now,  the  1990  editions  of  these  premium  auto- 
mobiles are  available.  If  you're  looking  for  quality— 
go  looking  for  your  Buick  dealer 


Cash  in  on  quality  now  during  Buick's  Great  American  Quality  Days, 
with  A.P.R.  financing  as  low  as  6.9%  or  up  to  $  1,000  cash  back* 


GM 


Let's  get  il  together  buckle  up 

-  1989  GM  Corp  All  rights  reserved  LeSabre,  Park  Avenue  and  Regal  are  registered  trademarks  and  Riviera  and  Electra  are  trademarks  o(  General  Motors  Corporation 
•Regal  financing  at  4  8%  ends  1  /3/90  Financing  as  low  as  6  9%  on  all  other  Buick  models  Length  ol  finance  contract  is  limited  You  must  lake  retail 
delivery  from  dealer  stock  Amount  of  cash  back  depends  on  option  package  and  model  selected  Dealer  financial  participation  may  affect  consumer  cost. 
See  your  participating  dealer  for  qualihcation  details 

J  D  Power  and  Associates  1989  Customer  Satisfaction  with  Product  Quality  and  Dealer  Serviced"  Buick  ranked  10th  overall  1989  New  Car 
Sales  Satisfaction  Index^f^  Buick  ranked  in  a  tie  for  3rd  overall  1989  Initial  Quality  Survey Buick  ranked  7th  overall 


HARRIS  COLLINGWOOD 


SCHOELLHORN  iS  OUT 
ATABBOHLABS 


►  The  turmoil  at  Abbott  Lab- 
oratories reached  a  head  on 
Dec.  8.  Following  an  unprece- 
dented inquiry  by  the  board 
into  his  performance,  Robert 
Schoellhorn  said  that  day  that 
he  would  relinquish  his  post 
as  chief  executive  on  Jan.  1 
and  retire  as  chairman  in  Au- 
gust. Schoellhorn  had  planned 
to  retire  in  1993. 

The  board's  inquiry  was 
triggered  by  the  forced  resig- 
nation on  Aug.  11  of  Jack 
Schuler,  Schoellhorn's  third 
potential  successor  to  quit  in 
nine  years.  The  probe  turned 
up  serious  concerns  among 
some  top  officers  about 
Schoellhorn's  frequent  ab- 
sences, his  use  of  corporate 
resources,  and  his  authoritar- 
ian management  style. 

Duane  Burnham,  Abbott's 
vice-chairman  and  chief  finan- 
cial officer,  will  become  CEO  in 
January.  His  priorities:  re- 
building the  executive  team 
and  responding  to  Food  & 
Drug  Administration  com- 
plaints about  numerous  drug 
manufacturing  problems. 


DEUTSCHE  BANK 
NAMES  A  NEW  CHIEF 


►  Deutsche  Bank  has  a  new 
chief  executive:  Hilmar  Kop- 
per,  54,  who  started  out  as  a 
teller  at  the  bank  30  years 
ago.  He  replaces  Alfred  Herr- 
hausen,  who  was  killed  in  a 
terrorist  bombing  on  Nov.  30. 
Other  European  banks  famil- 
iar with  Herrhausen's  compet- 
itive zeal  aren't  counting  on 
any  respite:  Kopper  was  the 
driving  force  behind  the  re- 
cent §1.5  l)illion  acquisition  of 
Lomion  merchant  bank  Mor- 
gan ■•M-;'nfell. 


lANTTOBE 
PRUGS 


i  r-  V  jrijjruti ,  .•  looking  for 

:  S'ipport  for  i.ti-i.he-job  drug 

I  te^t^ng  can  fi:  -  i:  in  a  some- 

;  'Aiiat  unlikely  ;  .;ce — among 


their  own  employees.  About 
70""^  of  1,007  workers  polled 
by  the  Gallup  Organization 
say  that  employers  should 
have  the  right  to  test  employ- 
ees suspected  of  drug  use. 
More  than  half  support  ran- 
dom drug  testing. 

Nearly  half  of  U.  S.  work- 
ers polled  say  that  illegal 
drug  use  occurs  in  their  work- 
places, while  327f  contend  that 
drug  selling  occurs  there,  too. 
And  41%  of  the  workers  said 
that  drug  use  by  colleagues 
impairs  their  ability  to  get 
their  own  work  done.  Mark 
de  Bernardo,  executive  direc- 
tor of  the  Institute  for  a 
Drug-Free  Workplace,  a  coali- 
tion of  major  corporations  af- 
filiated with  the  U.  S.  Cham- 
ber of  Commerce,  says  the 
survey  "gives  a  clear  and  un- 
mistakable green  light  to  fur- 
ther testing." 


NOW,  THE  NO-CASH, 
NO-STOCK  MERGER 


►  Pittsburgh  National  Bank 
agreed  to  merge  with  First 
Federal  of  Pittsburgh  in  a 
novel  transaction  that  in- 
volves no  cash  or  stock.  The 
unusual  terms  were  dictated 
by  First  Federal,  a  mutual 
thrift  association  that's  theo- 
retically owned  by  its  deposi- 
tors and  has  no  shareholders. 

When  First  Federal  realized 
it  couldn't  meet  new  federal 
capital  requirements  on  its 
own,  it  sought  out  Pittsburgh 
National  as  a  merger  partner. 


TAKE  IT  OFF— THEN  GIVE  IT  AWAY 


You'd  think  that  nudists 
wouldn't  have  much  use  for 
clothes.  But  for  the  second 
year  running,  the  Potomac 
Rambling  Bares,  a  Wash- 
ington-area nudist  club,  has 
actually  asked  its  members 
for  clothing — not  to  wear, 
but  to  give  to  charity. 

Last  year,  you  couldn't 
get  into  the  Bares'  annual 
Christmas  party  without 
handing  over  a  bag  of  clothes.  Then,  the  local  charity  that  was 
to  receive  the  donations  decided  it  wouldn't  accept  clothes  from 
nudists.  "Fortunately  for  us,"  says  Bares  spokesman  Gary 
Brown,  "the  Armenian  earthquake  took  place,  so  we  sent  the 
stuff  over  there."  This  year,  the  Bares  have  found  a  more 
accommodating  local  charity,  but  Christmas  celebrants  are  en- 
couraged, not  required,  to  donate  clothes.  That  suits  the  club's 
spirit  of  voluntarism,  says  Brown.  "Wearing  clothes  is  option- 
al," says  Brown,  "so  giving  clothes  should  be  optional,  too." 


For  next  to  nothing,  Pitts- 
burgh National,  a  unit  of  PNC 
Financial,  will  get  a  profitable 
thrift  with  $3.1  billion  in  as- 
sets and  64  branches.  The 
bank,  however,  will  have  to 
absorb  up  to  $70  million  in 
goodwill  on  First  Federal's 
books.  Look  for  more  such 
buyouts  as  thrifts  struggle 
with  new  accounting  rules. 


TAIWAN  TAKES  A 
PLUNGE  INTO  PCs 


►  In  a  deal  that  will  help  put 
Taiwan  on  the  PC  industry 
map,  a  Taipei-based  group 
reached  an  agreement  to  ac- 
quire ailing  Wyse  Technology. 


A  business-government  con 
sortium  will  buy  the  PC  and 
terminal  maker  for  about 
$150  million  and  assume  $112 
million  in  Wyse  debt. 

Valued  at  $10  a  share,  the 
long-rumored  deal  gives  Tai 
wan  distribution  channels  anc 
a  recognized  U.  S.  brand 
name.  Morris  Chang,  chair- 
man of  a  Taiwan  government 
technology  institute,  will  be- 
come chairman  and  chief  ex- 
ecutive of  Wyse.  Founder 
Bernard  Tse  will  stay  on  as 
vice-chairman. 


MANNY  NANNY  MAKES 
SOME  WAVES 


►  For  years,  banking  analysts 
have  called  for  changes  at  the 
top  of  Manufacturers  Hano- 
ver, and  on  Dec.  12  they  got 
their  wish.  Thomas  Johnson, 
president  of  Chemical  Bank, 
will  become  president  of  the 
troubled  money-center  giant 
and  is  likely  to  succeed  Chair- 
man John  McGillicuddy  within 
two  years. 

At  Chemical,  the  49-year-old 
Johnson  spearheaded  the 
bank's  drive  to  package  cred- 
it-card debt,  equipment  loans, 
and  other  assets  into  publicly 
traded  securities.  His  task  at 
Manny  Hanny  will  be  to  re- 
store its  competitive  position 
after  a  series  of  cutbacks,  a 


The  best  little  iiir 


For  the  more  than  25,0()()  people  who  work  at 
the  Dallas/ Fort  Worth  International  Airport,  it  was 
tough  to  make  connections.  Not  from  plane  to 
plane.  But  from  phtme  to  phone.  And  when  you're 
..sponsiiile  for  secunty,  maintenance  and  adminis- 
i  uion  tor  the  fourth  busiest  airport  in  the  world. 


the  last  thing  you  need  is  a  communications  system 
that  doesn't  communicate. 

So  they  gave  us  a  call.  And  naturally  we  flew 
nght  over. 

Utilizmg  the  latest  advances  in  electronic  and 
digital  technology,  we  developed  a  network  that 


Mo. 

Mb 


airport  in  Texas 


enabled  calls  to  fly  right  through,  without  any 
delays  or  turbulence. 

Most  importantly,  people  and  information  were 
now  brought  together  faster  and  more  efficiently. 
Which  has  helped  to  make  the  Dallas/Fort  Worth 
Airport  not  just  the  best  little  airport  in  Texas, 


but  quite  possibly  the  whole  country. 

You  see  at  GTE.  it's  not  just  communications 
we  offer,  it's  solutions.  Call  us.  Maybe  we  can  help 
your  business  take  off.  1-800-225-5483. 

(SB 


THE  POWER  IS  ON 


o  reality, 
ding  for  the  future,  there's 
ism  that  should  be  part  of 
;  Xerox  Financial  Machine, 
ce  anything  from  a  single  Xerox 
major  expansion  of  your  facilities 
rox  Credit  Corporation.  There's  pro- 
/casualty  insurance  for  your  offices,  factory 
uipment  and  vehicles  from  Crum  and  Forster. 
Investment  banking  and  asset  management 
are  specialties  of  Furman  Selz.  Van  Kampen 
Merritt  capital  markets  expertise  can  hel 


structure  solid  funding  for  industrial  and 
commercial  developments.  And  your  dreams 
for  retirement  can  be  more  secure  with  the  hfe 
insurance  and  annuities  of  Xerox  Life. 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with  a 
singular  standard  of  excellence.  All  geared  to 
help  power  your  current  expansion. 
So  you  can  expand  your  horizons .  M 
To  find  out  how  The  Xerox  Financial  Machine 
can  help  you,  write  Xerox  Financial  Servic 
P.O.  Box  5000,  Norwalk,  CT  06856. 
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THE  FOREIGN  POLICY  THING: 

HOW  lONG  WILL  BUSH'S  LUCK  HOLD  OUT? 


George  Bush  has  coasted  through  most  of  his  first  year 
as  President.  He  has  responded  to  events  as  necessary, 
but  rarely  has  he  moved  to  seize  the  initiative.  In 
foreign  poHcy,  at  least,  this  go-with-the-flow  approach  has 
ivorked  out  well. 

On  the  domestic  front.  Bush  passed  up  the  opportunity  to 
nake  a  strong  imprint  at  the  start  of  his  term.  He  sidestepped 
1  messy  fight  over  the  budget  deficit  and  sent  few  initiatives 
-JO  Congress.  He  didn't  have  any  bold  foreign  policy  plans 
either.  But  the  crisis  of  communism  has 
illowed  him  to  indulge  his  taste  for  in- 
ternational maneuvering  and  won  him 
^ood  marks  as  a  global  player. 
SHAIN  REACTION.  In  Poland,  a  desperate 
Communist  Party  gambled  on  free  elec- 
:ions  and  lost,  setting  off  a  chain  reac- 
tion that  toppled  governments  through- 
3ut  the  East  bloc.  After  a  host  of 
anilateral  concessions,  Soviet  leader  Mi- 
khail Gorbachev's  plea  for  a  U.  S.  stake 
in  his  economic  reforms  grew  too  insis- 
tent to  resist.  Halfway  around  the 
ivorld,  the  June  massacre  in  Tiananmen 


BUSH:  A  YEAR  OF  LIVING  CAUTIOUSLY 


Square  dealt  a  blow  to  Bush's  hope  for  closer  ties  with  Beijing. 

Bush  didn't  bring  any  grand  design  to  these  problems.  He 
was  content  to  react  to  crises  as  they  flared  up — an  approach 
that  American  Enterprise  Institute  analyst  William  Schneider 
?ays  typifies  Bush's  "in-box  Presidency."  When  faced  with  a 
fupture  in  NATO  last  spring.  Bush  saved  the  day  by  springing 
an  offer  of  major  cuts  in  conventional  forces.  Later,  as  Ger- 
man sentiment  for  reunification  threatened  to  get  out  of  con- 
trol, Bush  sent  Secretary  of  State  James  A.  Baker  III  to  Berlin 
with  the  message  that  the  U.  S.  will  retain  its  postwar  role  in 
Germany.  Baker  also  proposed  a  "new  architecture"  for  Eu- 
rope that  would  give  the  U.  S.  a  more  formal  voice  in  the 
integration  of  the  European  Community  planned  for  1992. 

But  does  the  year  of  living  cautiously  leave  Bush  well 
positioned  for  1990?  Probably  not.  Elections  in  both  the  U.  S. 


and  West  Germany  will  create  vast  opportunities  for  dema- 
goguery.  German  politicians  will  outdo  one  another  in  promis- 
ing rapid  reunification.  And  congressional  candidates  will 
question  the  need  to  maintain  a  huge  and  expensive  military 
presence  in  Europe  as  the  communist  threat  recedes. 
CHINA  CARD.  The  Administration  itself  opened  the  door  to  an 
assault  on  the  defense  budget  by  suggesting  that  the  Penta- 
gon may  have  to  slash  $180  billion  out  of  planned  spending  by 
1994.  What  Bush  meant  as  a  worst  case.  Democrats  regard  as 
a  "peace  dividend"  downpayment.  Lack- 
ing a  vision  for  a  post-cold-war  Europe, 
Bush  may  have  a  hard  time  staving  off 
deep  military  cuts. 

Bush's  one  bold  stroke  of  1989,  the 
December  move  to  normalize  relations 
with  China  despite  a  continuing  crack- 
down on  dissent,  could  haunt  him.  Dem- 
ocrats are  pummeling  the  White  House 
for  insensitivity  to  human  rights.  And 
right-wingers  see  Bush's  play  of  the  Chi- 
na card  as  confirmation  of  their  worst 
fears  about  Administration  pragmatism. 
Conservative  Caucus  Chairman  Howard 


Phillips  denounces  the  move  as  a  bow  to  "the  commercial  wing 
of  the  Republican  Party,"  which  cares  more  about  "keeping 
those  cash  registers  ringing"  than  fighting  totalitarianism. 

Bush  was  also  very  lucky.  The  traditional  flash  points  of 
Latin  America  and  the  Mideast  were  pushed  into  the  back- 
ground by  the  turmoil  in  Europe.  But  either  region  could 
explode  later. 

In  his  first  year,  Bush  mastered  situational  foreign  policy, 
moving  to  exploit  events  when  opportunities  arose.  Says  John 
Steinbruner  of  the  Brookings  Institution:  "Bush  has  drifted, 
amiably  and  successfully."  But  to  become  the  dominant  world 
figure  that  he  craves  to  be,  the  President  will  have  to  shed  his 
inbred  caution  and  develop  a  unifying  vision  for  a  world  where 
old  alliances  are  crumbling  and  new  ones  have  yet  to  emerge. 

By  Douglas  Harbrecht  and  Bill  Javetski 


CAPITAL  WRAPUP I 


HEALTH  CARE 


Some  politicians  just  don't  know 
when  they've  had  enough  of  a  bad 
thing.  The  fight  over  repeal  of  the 
medicare  catastrophic  illness  insurance 
program  was  one  of  the  most  unpleas- 
ant political  struggles  of  1989.  In  the 
end,  a  hated  surtax  and  most  of  the 
benefits  were  killed.  Now,  two  promi- 
nent members  of  the  House  Ways  & 
Means  Committee  want  to  reopen  the 
issue.  Fortney  H.  Stark  (D-Calif.)  and 
Willis  D.  Gradison  Jr.  (R-Ohio)  want  to 
restore  some  of  the  repealed  benefits, 
including  mammograms  for  elderly 
women,  part-time  assistance  for  family 
members  caring  for  aged  relatives,  and 


expanded  hospice  and  home-care  pay- 
ments. The  restored  coverage  would  be 
funded  by  an  increase,  initially  80$,  in 
the  monthly  medicare  premium. 

COMPETITIVENESS  

After  a  delay  of  nearly  a  year.  Pres- 
ident Bush  is  finally  ready  to 
name  a  Commerce  Under  Secretary  for 
technology.  The  job  is  expected  to  go 
to  Robert  M.  White,  director  of  ad- 
vanced computing  for  Austin  (Tex.)- 
based  Microelectronics  &  Computer 
Technology  Corp.  But  critics  fear  that 
the  Administration's  sluggishness  in 
filling  the  new  post  and  its  antipathy 
to  industrial  policy  mean  that  White 
won't  have  much  policy  clout. 


DEFENSE 


The  latest  round  of  Pentagon  budget 
cuts  has  claimed  its  first  big  victim. 
Defense  Secretary  Richard  B.  Cheney 
has  decided  to  kill  the  $5  billion  air- 
borne self-protection  jammer  (ASP.J),  a 
joint  project  of  Westinghouse  Electric 
Corp.  and  ITT  Corp.  The  ASPJ  was  sup- 
posed to  give  Navy  and  Air  Force 
fighters  a  high-tech  edge  by  blinding  a 
variety  of  enemy  radars.  But  the  elec- 
tronic black  box  performed  poorly  in 
tests — and  was  running  up  to  $2  billion 
above  budget.  The  Navy  is  fighting 
hard  to  keep  the  ASPJ  alive,  but  the  Air 
Force's  withdrawal  of  support  has 
doomed  the  project. 


ASHINGTON  OUTLOOK 


BUSINESS  WEEK/DECEMBER  25,  1989  63 


Why  settle  for  a  single  player, 


when  you  can  have  the  whole  orchestra? 


IBM  Interleaf  Publisher.  The  desktop  publisliing  ensemble  that  does  it  all. 

results  you  o;et  witli  an  IIIM  LaserlVinter. 


Until  now.  most  (iesktoj)  publishing  software 
played  only  one  tune.  Some  performed  page  layouts. 
Others  executed  grajjhies.  Then  there  were  the  word 
processing  virtuosos.  And  the  charting  soloists. 

But  now  there's  IBM  Interleaf"  Publisher.  It  per- 
forms all  these  functions,  and  makes  them  work 
together  in  concert.  So  all  you  need  is  one  desktop 
publishing  instrument  to  do  the  work  of  many.  Uliat's 
more,  the  critics  agree  Interleaf 
does  it  all  better  and  faster  than 
the  packages  that  only  play  solo. 
^Tiich  makes  you  more  productive, 
whether  you  work  alone  or  with 
others,  on  anything  from  simple 
memos  to  fully  orchestrated  publi- 
cations. Especially  when  you  add  the  power  and  speed 
of  any  386'-based  IBM  PS/2  '  and  the  great- looldng 


Pop- up  menus  that  let  anyone  play  like  a 
pro.  IVactice.  practice,  practice?  ^ot  with  IBM 
Interleaf.  Its  po[)-u|)  menus  lead  you  through  any  task. 
So  youVe  fn-e  to  improvise.  Create.  Even  show  off  a 
little.  And  if  you  want  to  change  your  tune,  that's  easy, 
too.  Start  with  a  sj)readshect,  and  transform  it  into  a 
pie  chart,  then  to  a  bar  chart,  then  to  a  line  graph — 
instantly. 

If  all  this  sounds  like  an  oyerture  you  can't 
refuse,  contact  your  IBM  marketing  representative  or 
IBM  Authorized  Dealer  and  ask 
about  IBM  Interleaf  today.  I'o  find 
the  flealer  nearest  you.  call 
1  800  IBM-7257,  ext.  146. 
And  get  ready  for 
the  applause. 


IBM  and  PS/2  are  registered  trademarks  of  International  Business  Machines  Corporation 
Interleaf  is  a  Irademark  of  interleaf,  Inc 
386  IS  a  trademark  of  Intel  1 1989  IBM  Corp 


EAST  GERMANY 


REUNIFICATION?  EAST  GERMAN 
INDUSTRY  SAYS  'NOT  SO  FAST' 


Managers  at  the  giant  conglomerates  could  block  the  urge  to  merge 
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At  7  a.m.,  it's  .still  dark  in  Pankow, 
a  dreary  suburb  of  East  Berlin 
where  workers  are  hurrying  to 
their  jobs  in  aging  red-brick  factories. 
The  euphoria  sparked  by  the  cracking  of 
the  Berlin  Wall  and  the  overthrow  of  the 
Communist  Party  is  already  fading.  In 
plant  cafeterias,  anxious  workers  are 
now  venting  their  frustrations.  "The 
people  <ire  unsatisfied.  They  are  not 
milking  f'i.ough  money.  There  is  a  lot  of 
rage,  '  says  Michael  Zuther,  a  state 
econoi^iist. 

While  i.'  i-^  ■■ians  in  Moscow,  Washing- 
ton, and  Sti  ■  '  f'urg  are  floating  propos- 
als to  slow  C  rovmification  of  the  two 
Germanys,  m  •  East  Germans  are  try- 
ing to  find  V.  to  live  better  without 
n;erging  vv'  ir.eir  ultracompetitive 
neighbor  Ui  v.-  West.  The  question  for 
them  !S  who-.ir:  i-J:i.sl  Germany's  worn 
inclustii'ii  c-.iiiri'/Oicrates,  which  control 


85/J  of  the  economy,  can  be  fixed.  If 
these  kombinate  can't  be  transformed 
into  well-paying,  efficient  producers,  it's 
likely  that  workers  will  rebel  with 
strikes — and  a  new  exodus  across  the 
border.  Then,  "the  only  one  able  to  pick 
up  the  pieces  will  be  West  Germany," 
says  Irwin  Collier,  an  East  German  spe- 
cialist in  Cologne. 

DRAMATIC  STEPS.  Eager  to  ward  off  eco- 
nomic chaos,  managers  at  the  giant  en- 
terprises are  taking  dramatic  steps.  On 
Dec.  9,  173  kombinat  directors  forced  a 
meeting  with  reformist  Prime  Minister 
Hans  Modrow  and  Economic  Minister 
Christa  Luft  to  step  up  the  pace  of 
change.  They  demanded  a  key  role  in 
reshaping  economic  policy  as  well  as 
new  legislation  on  foreign  trade,  the  use 
of  hard-currency  profits,  and  privatiza- 
tion. By  early  1990,  a  new  law  is  expect- 
ed that  will  allow  joint  ventures  to  be 


formed  with  foreigners  holding  up  to 
497^  of  equity. 

Already,  many  kombinate  are  negoti- 
ating joint  ventures  with  Western  com- 
panies. East  Germany's  largest,  Dres- 
den-based Robotron,  has  hired  Fuba 
Hans  Kolbe  &  Co.,  a  West  German  elec- 
tronics company,  to  build  two  $200  mil- 
lion plants — in  Dresden  and  Berlin — to 
produce  state-of-the-art  circuit  boards 
for  sale  in  both  Germanys.  Volkswagen 
plans  to  enter  into  a  $550,000  joint  ven- 
ture with  Automobilkombinat  IFA  in 
Karl-Marx-Stadt  to  produce  a  replace- 
ment for  the  smoky,  two-cylinder  Tra- 
bant  passenger  car.  West  German  pub- 
lishing giant  Axel  Springer  started  talks 
with  East  Berlin  publisher  Berliner  Ver- 
lag  and  is  also  looking  for  partners  for 
magazine  projects.  East  Berlin-based 
Kombinat  Automatisierungsanlagenbau 
has  plans  for  four  joint  ventures  with 
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Nest  German  companies  in  factory  auto- 
nation  and  engineering. 

Meanwhile,  many  kombinat  directors 
ire  abandoning  their  lock-step  planning 
;ystem.  They  are  introducing  incentive 
)ay,  trying  to  eliminate  unprofitable 
)roducts  and  tightening  financial  con- 
rols  with  Western-style  accounting  and 
;apital-investment  standards.  "There's 
10  time — the  change  must  happen  imme- 
liately,"  says  Albert  Jugel,  a  former  in- 
lustry  chief  who  is  now  a  technology 
;pecialist  at  the  University  of  Dresden. 
i]ven  East  Germany's  bureaucrats  see 
he  writing  on  the  wall.  Unlike  those  of 
'oland  and  Hungary,  where  entrenched 
)ureaucracies  have  resisted  reform, 
iJast  Germany's  administrators  are 
;truggling  to  find  a  place  in  the  new 
!Conomy. 

Making  over  East  Germany's  economy 
von't  be  easy.  Productivity  is  30%  to 
10%  lower  than  in  Western  Europe,  and 
!Conomic  growth  is  near  zero.  The  korn- 
nnate  still  have  the  best  workers,  the 
)est  technology,  and  the  highest  produc- 
ivity  levels  in  the  East  bloc.  But  in  the 
980s,  Western  technology  moved  far 
ihead,  while  kombinat  productivity  de- 
clined sharply  as  capital  investment  got 
)inched  to  finance  consumer  subsidies 
,hat  have  ballooned  to  about  $26  billion. 
The  hodgepodge  of  companies  that  are 
)ften  lumped  together  in  kombinate 
nakes  many  of  them  inefficient  and  un- 
vieldy.  Many  will  require  restructuring, 
^nd  so  will  workers — an  entire  genera- 
ion  of  them  must  be  retrained.  What's 
nore,  this  year's  exodus  of  nearly 
500,000  refugees  has  created  a  severe 
abor  shortage. 

MIDDLE  GROUND.  Retooling  the  kombin- 
ite  will  be  expensive.  By  some  esti- 
nates,  it  will  take  an  investment  of 
•oughly  $800  billion — nearly  as  much  as 
kVest  Germany's  annual  gross  national 
product — to  restructure  East  Germany 
md  bring  its  technology  and  economy 
ap  to  par.  With  kombinate  dominating 
;he  economy,  East  Germany  also  suffers 
;rom  a  lack  of  dynamic  small  and  mid- 
size companies.  In  contrast,  West  Ger- 
nany's  powerful  medium-size  compa- 
lies,  or  mittelstand,  produce  80%  of 
;hat  country's  GNP. 

"I'm  not  so  happy  about  the  mess  that 
:ommunism  left  behind,  but  we  want  to 
lold  on  to  the  basic  ideals  of  socialism," 
says  Joachim  Hauffe,  a  director  at  Kom- 
oinat  Rationalisierungsmittel  Berlin,  an 
engineering  conglomerate.  With  his  new 
Government  pushing  for  action,  and  in- 
restment  and  technology  ready  to  pour 
in  from  West  German  companies,  the 
kombinat  chiefs  have  a  better  chance  at 
turning  their  economy  around  than  any 
Df  their  East  European  neighbors  do. 
Ihe  question  now  is  whether  East  Ger- 
man workers  have  the  patience  to  wait. 
By  Gail  E.  Sckares  in  East  Berlin 


JAPAN I 


WILL  NEXT  YEAR'S  HOT  GIFT 
BE  AN  INSECT  ORCHESTRA? 


Japanese  homes  are  test  markets  for  the  Nintendos  of  tomorrow 


While  the  Japanese  don't  cele- 
brate Christmas,  fat  yearend 
bonuses  for  most  workers 
turn  December  into  a  shopping  and  gift- 
giving  bonanza.  Manufacturers  regard 
the  season  as  an  opportunity  to  test 
their  latest  gadgets  on  cash-rich  consum- 
ers. Many  of  the  toys,  TVs,  and  apparel 
showing  up  in  Japanese  living  rooms 
now  will  become  the  gifts  of  Christmas 
future  for  the  rest  of  the  world. 

So  next  December,  if  you  find  your- 
self buying  voice-activated  cameras  or 
wireless  answering  machines,  it  may  be 


FOR  BORED  COMMUTERS:  THE  LAPTOP  MocLORD  VIDEO  PLAYER 


because  they  are  scoring  big  in  Tokyo 
right  now.  Japan's  $31  billion  consumer- 
electronics  industry  sets  the  pace.  To 
win  attention,  Japan's  top  17  electronics 
companies  swamp  buyers  with  hundreds 
of  new  models  of  color  TVs,  videos,  com- 
pact disk  players,  and  camcorders.  Many 
of  these  high-end  audio  and  video  goods 
quickly  head  overseas,  surfacing  in  the 
U.  S.  within  months. 

But  lots  of  products  are  held  back. 
Tokyo  shoppers  are  getting  first  crack 
at  Matsushita  Electrical  Industrial 
Corp.'s  Laptop  MacLord,  priced  at 
$1,200.  It's  a  hi-fi  videocassette  player 
with  a  five-inch  color  display  that  folds 
up  into  a  sleek  black  briefcase.  Also  for 
Japanese  eyes  only,  Sharp  Corp.  has  a 
video  camcorder  with  instant  playback 
on  a  color  liquid-crystal  display. 

What  Americans  may  be  getting  soon 
are  fancy  new  telephones.  Tokyo  shop- 


pers are  favoring  cordless  models  with 
built-in  answering  machines.  Sharp,  Mit- 
subishi Electric,  and  Victor  price  them  at 
$300  and  up.  Toshiba  Corp.  has  a  button- 
less  phone  that  dials  on  voice  command. 
Matsushita  has  a  waterproof  phone  for 
the  steamroom  or  bath.  And  mom.  can 
also  keep  tabs  on  junior  in  the  bath 
through  the  built-in  two-way  radio  in 
Sanyo  Electric  Co.'s  floating  UFO-shaped 
AM/FM  receiver — priced  at  $69. 
STING  SECTION?  Camera  makers  are 
right  behind  the  phone  companies.  Kon- 
ica  Corp.  has  a  35mm  noise-sensor  model 
that  clicks  the  shutter 
in  response  to  sudden 
laughter  or  applause. 
It's  a  $200  gadget 
aimed  at  partygoers. 

Heat  sensors  are  be- 
ing used  to  soup  up  ap- 
pliances. Toshiba  is  sell- 
ing a  line  of  lamps, 
electric  fans,  and 
alarms  that  are  tripped 
by  the  heat  rays  emit- 
ted by  humans.  Sensors 
are  also  the  secret  to 
Takara  Co.'s  zany 
Rock'n  Flowers.  Al- 
ready available  in  the 
U.  S.,  these  scrawny 
sunflowers  decked  out 
like  rock  musicians 
dance  when  placed  in 
front  of  a  stereo  speak- 
er. In  Japan,  Takara 
is  now  rolling  out  the 


next  generation,  including  a  full  orches- 
tra of  tiny  insect  musicians — $22  per 
player — that  quiver  to  the  more  sensi- 
tive strains  of  Mozart  or  Brahms. 

Even  apparel  makers  have  gone  high- 
tech. The  latest  ski  parka  sports  a  heat- 
sensitive  fabric  called  Kelvin  Thermo, 
jointly  developed  by  sports  giant  Mizuno 
Corp.  and  Toray  Industries.  As  the  ther- 
mometer drops,  the  $500  royal-blue  ski 
suit  darkens  to  absorb  more  of  the  sun's 
rays.  Bluemoris  Co.  is  using  special  res- 
ins to  create  adjustable  cross-country 
skis,  called  Variashape.  For  a  rounder 
curve  suited  to  deeper  snow,  the  owner 
pours  boiling  water  over  the  tips  and 
pulls  them  up.  A  third  company,  Yama- 
moto  Kogaku  Co.,  has  a  $200  pair  of 
battery-powered  ski  goggles  with  a 
push-button  tint  control  and  defroster. 
Omron  Tateisi  Electronics  Co.  intro- 
duced a  $100  shoulder  massager  that  al- 
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ternately  pummels  and  lulls  away  strain 
with  low-frequency  shocks  administered 
though  electrode  pads  on  either  side  of 
the  neck. 

BAREFOOT  BREAKTHROUGH.  Then  there's 
a  whole  range  of  products — designed 
mainly  for  Japanese  living  habits — 
whose  ver>'  uniqueness  might  lead  to 
overseas  success.  For  drafty  homes, 
there  are  electrically  heated  carpets  with 
Persian  designs  that  go  for  a  stiff 


$7,000.  And  for  the  millions  of  Japanese 
studying  English,  there's  a  cornucopia 
of  electronic  dictionaries  and  translators. 
The  snazziest:  a  $220  handheld  scanner 
by  Seiko  Epson  Corp.,  shaped  like  a 
thick  six-inch  ruler.  Run  it  over  an  En- 
glish word  in  a  newspaper  or  book  and  a 
tiny  screen  at  the  top  displays  the  cor- 
rect Japanese  rendering. 

Of  course,  some  new  products  are 
duds.  Earlv  this  year,  Hattori  Seiko  Co. 


showed  an  alarm  clock  that  filled  the 
room  with  the  smell  of  eucah'ptus  a  halfii 
minute  before  sounding  the  alarm.  Thet] 
Japanese  said:  "No,  thanks."  But  the  bigi^ 
hits  can  make  a  fortune.  For  example,  |j 
Takara  expects  to  sell  7  million  of  its 
Rock'n  Flowers  worldwide  by  ne.xt;. 
March.  That  sort  of  success  justifies  doz- 
ens of  flops. 

By  Xeil  Gross,  irith  Sayaka  Skinoda, 
Tokyo 


ITALY  I 


A  FIRESTORM  SCORCHES 

DE  BENEDETTI'S  MEDIA  EMPIRE 


The  battle  for  control  of  Mondadori  may  be  Italy's  bitterest  in  years 


Italian  entrepreneur  Carlo  De  Bene 
detti  has  made  no  secret  of  his  most 
cherished  ambition:  to  become  one  of 
Europe's  top  media  barons.  His  vehicle 
was  to  be  Arnoldo  Mondadori  Editore, 
Italy's  largest  newspaper  and  magazine 
publisher.  This  year,  he  dramatically 
raised  the  company's  and  his  own  profile 
through  a  joint  venture  with  Time 


ing  business.  The  addition  of  Mondadori 
would  give  Berlusconi  almost  half  the 
total  Italian  advertising  market. 

In  response,  De  Benedetti  has 
launched  a  furious  counterattack  in  the 
Milan  courts  to  win  back  the  company. 
The  affair  promises  to  be  the  meanest 
corporate  fight  in  years.  Both  sides  are 
trading  accusations  in  the  press.  De  Ben- 


CARU> 
DE  BENEDETTI 


De  Benedetti's  control  of  the 
company  depended  on  support  from 
the  Formenton  family — which  has 
now  lined  up  with  rival  Berlusconi  | 
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Warner  Inc.  and  the  8550  million  acquisi- 
tion of  Italy's  leading  newsmagazine, 
LT-pre>,^w,.  De  Benedetti  boasted  that 
his  IK  xi  rii'  .\  e  would  be  into  television. 

But  .'J-- :iiy  De  Benedetti's  plans  are 
in  dangc  •  going  up  in  smoke.  His 
control  01  -.idadori  has  depended  on 
members  Oi  ■■  Formenton  family,  who 
hold  a  majoi  ke  in  the  company.  But 
in  early  Dec  ■  r.  the  family  deserted 
him  to  line  u  ith  his  rival  Silvio  Ber- 
lusconi, a  fla'  ?»Iilan-based  mogul  who 
owns  Europ'     ; ,  i.'est  private  broadcast- 


edetti  says  a  Berlusconi  victory  would  be 
a  blow  to  democracy,  while  allies  of  Ber- 
lusconi say  that  De  Benedetti  is  support- 
ing Italian  Communists. 

De  Benedetti  first  started  buying  into 
$1.9  billion  Mondadori  in  1985  when  the 
company  was  strapped  for  cash  and  the 
controlling  Mondadori  and  Formenton 
clans  were  feuding.  Although  he  owned 
less  than  25%  of  the  common  shares,  a 
pact  between  Formenton  family  mem- 
bers and  De  Benedetti  gave  the  financier 
control.  "We  turned  to  De  Benedetti," 


says  Luca  Formenton,  grandson  of  the 
company's  founder,  "because  we  needed 
an  entrepreneur  at  the  helm." 

Formenton  now  accuses  De  Benedetti 
of  really  aiming  to  take  over  the  compa- 
ny and  oust  the  family.  "De  Benedetti 
betrayed  us,"  he  charges,  by  making  se- 
cret share  purchases  last  summer  that 
went  against  the  spirit  of  the  pact.  De 
Benedetti  says  the  buys  were  a  defen- 
sive move  after  he  learned  that  Berlus- 
coni had  also  begun  to  buy  shares. 
LOSS  OF  CONFIDENCE.  Whatever  the 
eventual  outcome  in  the  courts,  some 
Italians  see  De  Benedetti's  spat  with  the 
Formentons  as  yet  another  of  his  prob- 
lems. "There  has  been  a  loss  of  confi- 
dence in  De  Benedetti,"  says  one  Milan 
banker.  In  1988,  his  S1.6  billion  takeover 
bid  for  the  huge  Societe 
Generale  de  Belgique 
failed  because  he  mis- 
calculated opposition  to 
the  move.  Even  De  Ben- 
edetti's flagship,  Oli- 
vetti, is  losing  market 
share  in  Europe  to  U.  S. 
and  Asian  competition. 
Last  July,  American 
Telephone  &  Telegraph 
Co.  exchanged  its  long- 
standing 22'^  stake  in 
Olivetti  for  a  less  vul- 
nerable position  in  De 
Benedetti's  CIR  holding 
company. 

De  Benedetti  won't 
get  much  high-level 
help  in  his  fight  with 
Berlusconi.  His  criti- 
cism of  Italian  manage- 
ment practices  has  an- 
tagonized the  country's 
clubby  corporate  elite,  while  some  Ital- 
ian politicians  also  hold  him  responsible 
for  their  harsh  treatment  in  Mondadori 
papers.  The  company's  national  daily 
newspaper  La  Repubblica,  for  example, 
regularly  carries  front-page  caricatures 
of  Socialist  leader  Bettino  Craxi  as  Fas- 
cist Dictator  Benito  Mussolini.  De  Bene- 
detti says  the  publications  are  "just  be- 
ing independent."  But  when  you're 
doing  battle,  it  pays  to  have  friends  in 
the  right  places. 

By  John  Rossant  in  Rome 
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The  New  OKIDAIA  380 

Puts  More  ""Show^"  in  Your  Business^ 
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The  output  sample  above  was  printed  on  a  MICROLINE  380 
using  WordPerfect  5.0  and  Gemgraph. 

OKIDATA  IS  a  registered  trademark  of  Oki  Amenca.  Inc..  Marque 
deposee  de  Oki  America.  Inc. 


Get  Letter  Quality,  OKIDi^ 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKIDATA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  the  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDATA  dealer,  screen  test  the 
new  OKIDATA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  "show"  in  your  business.  For  the  name  of 
the  OKIDATA  dealer  nearest  you,  call  1-800-OKIDArA. 


an  OKI  AMERICA  company 


We  put  business  on  paper. 
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NOW,  GORBACHEV  IS  BUILDING 
A  BRIDGE  TO  JAPAN 


As  the  cold  war  dissolves  in  Europe,  a  thaw  may  also  be 
staiting  in  the  bitter  impasse  between  the  So\iet  Union 
and  Japan.  Tokj^o  refuses  to  sign  a  peace  treatj"  until 
Moscow  returns  three  small  islands  and  an  islet  cluster  off 
Japan's  noithera  tip  that  it  seized  at  the  end  of  World  War  II. 
But  the  Kremli]!  has  stonewalled,  insisting  that  the  teiritories 
are  Russian. 

Those  are  still  the  official  positions  on  both  sides,  but  they 
sound  less  and  less  like  the  final  word.  Dui-ing  a  \"isit  to  Tokj"o 
last  month,  Alexander  X.  Yakovlev.  a  top  aide  to  So\iet  leader 

Mikhail  Gorbachev,  said:  "It  is  necessaiy  j  

to  patiently  clear  the  way  for  the  conclu- 
sion of  a  peace  treaty-,  based  on  a  fm-- 
ther  deepening  of  Sonet-Japanese  rela- 
tions." He  repeated  pre\ious  Sonet  calls 
for  expanded  economic,  technical,  and 
cultui-al  ties.  Privately.  Japanese  offi- 
cials suggest,  the  So\"iets  are  also  hint- 
ing that  they  will  drop  their  hard  line  on 
owning  the  islands.  Such  issues  are  like- 
ly to  be  taken  up  by  a  delegation  of 
Japanese  Diet  membei-s.  led  by  former 
Foreign  Minister  Shintaro  Abe.  dui-ing  a 
\"isit  to  Moscow  early  next  year.  Gorba-  j 

chev  has  set  an  effective  deadline  for  an  !  

improvement  m  So\iet-Japanese  relations  by  announcing  that 
he  will  visit  Tokyo  in  1991. 

TRIVIAL  MATTER?  Such  a  wai"m-up  is  likely  to  happen  slowly, 
but  some  obsen  ei-s  believe  it  will  result  in  a  peace  treat}"  four 
or  five  yeai-s  from  now  returning  all  of  the  islands  to  Japan. 
Meantime,  what  Gorbachev  wants  is  help  in  overhauling  the 
dilapidated  So\iet  economy — including  stepped-up  n-ade  and 
investment  by  Japanese  companies.  "Japan  has  to  be  a  crucial 
counn-y  in  terms  of  what  he  is  ti-jing  to  do  to  modernize  the 
Sonet  Union."  says  Gaston  J.  Sigur.  foi-mer  Assistant  Secre- 
taiy  of  State  for  East  Asia. 

After  a  44-year  deadlock,  such  a  breakthrough  now  looks 
possible  because  Gorbachev  has  radicallv  ehantred  Soviet  mili- 


tary" thinking  about  national  secmit>".  Relinquishing  control'' 
over  Eastern  Europe  was  a  far  more  important  decision  forf 
Gorbachev  than  dealing  with  Japan  over  the  small.  rocl<y| 
outposts  that  help  guard  Sonet  sea  lanes  from.  Madivostok. 
"If  the  Sonets  don't  care  about  buffer  zones  in  Eastern  Eu-t 
rope."  says  Jerr\"  F.  Hough,  a  Sonet  expert  at  Duke  Universi- 
tj-  and  the  Brookings  Institution,  gi\ing  up  the  Japanese  is- 
lands would  be  a  "trinal  consideration." 

After  such  a  lengthy  stalemate,  how-ever.  Prime  Minister  t 
Toshild  Kaifu's  government  is  wary.  Tokyo's  Foreign  Ministn-f 

  still  refuses  to  talk  about  full-scale  in-l 

vestment  or  economic  aid  agreements. 
But  Tok\"0  has  abandoned  its  former  6 
skepticism  over  perestroika  and  now| 
openly  endorses  Gorbachev's  reforms. 
Says  a  senior  Foreign  Ministry  official;  t 
"We  would  like  to  show  that  if  [the  So\i-f 
ets]  apply  their  new  thinking  toward  the! 
.\sian  region,  we  are  ready  to  respond."! 

Bener  relations  with  Japan.  Gorba-f 
--5    chev  hopes,  will  also  open  the  way! 

for  an  expanded  regional  role  fori 
M  -cow.  including  participation  in  orga-F 
:  .-:-.:ions  such  as  the  new  Asia-Pacificj 
Economic  Cooperation  Council  and  the| 


Asian  Development  Bank.  "The  Sonets  realize  they  can't  build 
economic  ties  or  political  influence  in  the  area  until  they  re-| 
solve  their  dispute."  says  Paul  A.  Summerville.  senior  econ 
mist  at  Deutsche  Bank  in  Tokyo. 

If  the  Sonet  Union  and  Japan  end  their  standoff,  closer  ties 
between  the  two  nations  will  be  an  important  factor  in  deter-l 
mining  how-  the  U.  S..  China.  Japan,  and  the  Sonet  Union 
manage  a  foiu--w-ay  power  balance  in  Asia.  That's  why  it  is! 
important  for  the  U.  S.  to  w-ork  closely  with  Japan  to  makej 
sure  that  a  growing  Sonet  role  does  not  upset  the  region'sj 
stability.  As  in  Europe,  lower  tensions  in  the  Far  East 
likely  to  put  old  alliances  to  new  tests. 

Bu  Arny  Borrus  i  n  Tokyo,  icith  Rose  Brady  in  Moscou 


GLOBAL  WRAPUPI 


PANAMA 


I  oves  by  the  U.  S.  to  step  up  pres- 
sure on  Panamanian  General  Ma- 
nuel .Intonio  Noriega  and  eventually 
oust  him  are  slow-ly  eroding  the  1977 
Panama  Canai  Treaties.  They  pro\ide 
:  ■^r  Panama  to  take  full  conn-ol  of  the 
Cii  .  jus;  10  years  from  now,  at  the 
er.d  :^'?9.  But  the  U.  S.  last  year 
staiic-.;  v:-  -.holding  tolls  and  other  rev- 
enues, •.■..-r  SlOO  million  annually, 
that  the  tr-  i.-.  -s  assign  to  Panama. 

Now,  the  "-.;.sh  Administration  is 
also  sidestep  .r  Panama's  right,  ef- 
fective Jan.  1.  riame  the  canal's  ad- 
that  Noriega's  re- 
v.T.ite  House  savs  it 


unistrator.  Ar 
ime  is  illegal. 


won't  accept  anyone  nominated  by 
Panama.  Instead.  Washington  has  uni- 
laterally named  the  canal's  deputj"  ad- 
ministrator. Fernando  Manfredo  Jr.,  to 
be  acting  adminisu-ator.  Manfredo.  a 
Panamanian,  is  regarded  as  an  able  ex- 
ecutive. But  the  U.  S.  treaty  infringe- 
ments could  backfire  in  future  years 
by  ren\ing  conflicts  over  Panamanian 
rights — which  sparked  anti-U.  S.  riots 
in  19&4  and  led  to  the  treaties. 

To  tighten  the  squeeze  on  Noriega, 
the  Administration  will  also  bar  Pana- 
manian-registered ships  from  U.  S. 
ports  staiting  on  Feb.  1.  The  ban  is 
expected  to  force  owners  of  an  estimat- 
ed 1,500  ships  to  register  them  in  other 
countries  such  as  Liberia,  depriving 


Panama  of  S40  million  annually  in  reg- 
istry" fees. 

Such  moves  w"orsen  Panama's  devas- 
tated economy  but  do  little  to  presstire 
Noriega,  argues  Ambler  H.  Moss  Jr., 
former  U.  S.  Ambassador  to  Panama. 
But  the  Bush  Administration  is  getting 
more  support  from  other  Latin  coun- 
tries for  its  campaign  against  Noriega 
by  shifting  to  lower-keyed  diplomacy. 
The  Reagan  Administration's  high-deci- 
bel anti-Noriega  rhetoric  stirred  Latin 
American  fears  of  Yankee  inter\"en- 
tion.  Now.  Moss  says,  leaders  such  as 
\'enezuela's  Carlos  Andres  Perez  are 
showing  more  willingness  to  join  in 
putting  diplomatic  pressure  on  the 
Panamanian  dictator. 


Rock  Solid 


Armed  with  the  resources  to  help  you, 
ho  matte  what  the  inYes^^ 


Priidential-Bache 


Securities' 
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With  Room  For  Luggage. 


_  At  Samson  ite,  we  took  the  "lug"  out  of  luggage  with  our 
Piggyback?'  The  suitcase  that  doubles  as  a  luggage  caii. 
You  'II  find  it  comes  in  paHiailarly  handy  on  knig  tnps, 
like  the  one  from  your  car  to  the  check-in  counter 
And  you  11  find  it  at  a  luggage  store  near  you. 


Get  a  handle  ou  things.  When 
you  want  to  get  out  from 
underneath  it  all.  you  just  can't 
beat  the  Pigg>'back.  It's 
the  suitcase  that  can  instantly 
transfomi  itself  into  a 


luggage  cart.  You  simply  pull  up 
the  long  retractable  handle 
and  you're  ready  to  load  up 
the  rest  of  your  luggage  and  be 
■•  ill  vour  wav. 


Loop  the  loop.  Next  pull  the 
retractable  strap  and  loop  it 
through  other  suitcases, 
briefcases,  or  almost  an\-thing 


.  1   ^  I'*— H 

else  \'ou  want  to  get  i3ff  your 
back.Then  hrxik  the  strap  back 
to  the  handle  and  you're  off. 

Make  tmcks.The  two  wide 
stable  wheels  help  you  fly 
through  parking  garages 
and  down  long  hallways  as 
you  head  to  the  ticket 
counter  And  a  protective 
skid  pad  helps  you  over 
curbs  and  stairs  on  the  way 
to  your  final  destination. 

Sainsonite's  Pigg\'back. 
It's  the  suitcase  that  can  hold 
its  own.  And  then  some. 

Samsonite^ 

Our  Strengths  Are  Legendary.' 


itf  ^orp. 
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Can  the  '90s  possibly  top  the  '80s? 

Uncertainty  abounds,  but  many 
factors — from  interest  rates  to  the 

East-West  thaw — should  get  the 
decade  off  to  a  decent  start  Page  74 


Most  economists  are  fretting  about  a 
recession,  but  few  are  forecasting  one. 
And  despite  the  lingeiiiig  problems, 
don't  expect  any  radical  changes  from 
Capitol  Hill  or  the  Fed  Page  76 


As  deal  stocks  fade,  the  new  rave  will 

be  that  old-time  favorite:  Growth 
stocks.  Of  course,  some  takeovers  will 
still  make  hay,  but  investors  will  just 
have  to  be  a  lot  choosier  Page  106 


THE  Best  n^^  


What  NYSE  stock  did  best  in  '89? 
Which  stock  group  performed  the 
worst?  Who  was  the  top  bond-fund 
manager?  Check  the  Street's  ultimate 
winners  and  sinners  list  Page  126 


From  mutual  funds  and  munis  to 
options,  real  estate,  art,  and  beyond, 
here's  where  investors  can  find 

the  help  to  make  1990  as 
prosperous  as  possible  Page  130 


Before  you  follow  your  broker's  advice 
you  should  do  some  homework. 

Where?  In  BW's  unique  Investment 
Outlook  Scoreboard,  home  to  the  vital 

numbers  on  900  companies  Page  155 


ESTMENT  OUTLOOK 
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WILL  THE  '90s  RIVAL  TM 

DESPITE  SEVERAL  NASTY  BUMPS,  INVESTORS  SCORED  BIG  IN  THE  LAST  DECADE— il 


Ah,  the  '80s. 
Runaway  inflation,  sky-high  in- 
terest rates,  the  most  searing  re- 
cession since  the  '30s,  program  trading, 
hostile  takeovers,  junk  bonds,  insider- 
trading  scandals,  the  worst  one-day 
stock  market  crash  in  history — and  an 
investor's  dream  come  true. 

The  Dow  Jones  industrial  average 
climbed  an  astonishing  2,000  points  from 
1982  through  1989.  Stocks  delivered 
yearly  average  total  returns  of  11A7(. 
That  rate  doubles  your  money  every 
four  years.  Long-term  government 
bonds  returned  12.7%  annually,  and  even 
Treasury  bills  averaged  8.9'/^  (chart). 
REAL  RETURNS.  Perhaps  even  more  im- 
portant, the  in  nation  monster — which 
destroyed  financial  assets  for  years  be- 
fore— was  tamed.  That  was  especially 
critical  for  savers.  After  inflation,  bond- 
holders earned  a  7.6%  average  annual 
return  during  the  decade.  Even  those 
risk-averse  sorts  who  prefer  to  roll  over 
"-bills  earned  real  returns  of  3.8/' .  The 
Os  were  the  best  decade  for  investing 
e  World  War  II. 


Going  into  the  '90s,  we'll  carry  many 
of  the  same  problems  that  dogged  us  in 
the  '80s:  an  intractable  budget  deficit,  a 
persistent  trade  deficit,  and  a  loss  of 
competitiveness  in  many  industries.  Yet 
the  remarkable  easing  of  tension  be- 
tween Western  allies  and  the  East  bloc 
has  enormous  potential  for  reduction  of 
costly  defense  spending.  The  global 
economy  may  get  a  big  boost  if  the  Sovi- 
ets and  their  reform-minded  neighbors 
can  shake  off  their  malaise  and 
start  behaving  more  like  Western 
economies.  This  surprising  turn 
of  events  could  make  the  '90s  an- 
other winning  decade. 

It  looks  as  though  1990  will 
launch  investors  in  the  right  di- 
rection. And  the  Annual  Invest- 
ment Outlook  provides  a  guide  to 
finding  the  year's  best  opportuni- 
ties. Stocks,  the  stars  of  the 
1980s,  should  continue  to  make 
gains.  BUSINESS  week's  survey  of 
economists  indicates  that  the 
economy,  though  sluggish  in  gen- 
eral and  dismal  in  some  regions, 


will  still  avoid  recession  (page  76).  That' 
because  of  the  steady  hand  of  the  Fede: 
al  Reserve  Board  (page  84). 

In  this  slow-growth  environment,  equfcij, 
tj'  investors  are  rediscovering  the  vi 
tues  of  buying  companies  for  their  abil  i^. 
ty  to  generate  a  steady  stream 
earnings  (page  155) — or  dividends  (pag  ^  t 
110).  The  renewed  interest  in  growt  oiv 
stocks  should  also  boost  the  smalk 
speculative  issues  (page  116),  a  laggar 


THE  '80s: 
A  GREAT 
DECADE  FOR 
FINANCIAL 
ASSETS 

□  U.S.  TREASURY  BILLS 

□  LONG-TERM  U.S.  BONDS 
■  STOCKS 

DATA  IBBOISONASSOOtlB 


1960s 


AVERAGE  ANNUAL 
RATE  OE  RETURN 


A  PERCENT 
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ILLUSTRATIONS  BY  JAMES  ENDICOTT 
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OARING  '80s? 


THSHAKING  EVENTS  IN  EASTERN  EUROPE  MAKE  THE  NEXT  ONE  FULL  OF  PROMISE 


investment  area  in  the  past  few  years. 

The  '80s  style  of  investing  isn't  gone, 
either.  The  pace  of  takeovers  may  be 
winding  down,  but  there  are  still  stocks 
that  the  takeover  mavens  think  are  ripe 
for  picking  (page  108).  Cash-flow  invest- 
ing, another  tool  used  by  takeover  art- 
ists, helps  to  uncover  stocks  that  are 
good  values,  even  if  they  aren't  raider 
bait  (page  114).  A  place  to  start  your 
hunt  for  stocks  is  the  Scoreboard  (page 


1970s 


AVERAGE  ANNUAL 
RATE  OF  RETURN 


or 


AVERAGE  ANNUAL 
RATE  OF  RETURN- 


:ent 


PERCENT 


157),  which  contains  a  cornucopia  of  in- 
formation on  900  companies.  Or  let 
someone  else  pick  stocks  for  you  by  buy- 
ing mutual  funds  (page  130).  And  don't 
forget  to  check  the  best  and  worst  in- 
vestments of  1989  for  a  hint  of  what's  to 
come  (page  126). 

BEATEN  DOWN.  Overseas,  the  high-flying 
Japanese  market  still  looks  strong.  The 
biggest  mistake  made  by  non-Japanese 
investors  has  been  to  sell  too  soon  (page 
120).  The  crumbling  of  the  Berlin 
Wall  ignited  the  West  German 
stock  market,  where  investors 
smell  profits  in  absorbing  immi- 
grants from  the  East  and  helping 
the  East  Germans  modernize 
their  economy  (page  118).  You 
can  play  Germany's  market — or 
those  of  Thailand,  Taiwan,  or 
Turkey  for  that  matter — through 
a  closed-end  fund  (page  124).  The 
upheaval  in  Eastern  Europe  is 
also  providing  opportunities  in 
the  futures  markets  (page  136). 
Fixed-income   investors  won't 
THROUGH  NOV.  30, 1989        do  badly  in  1990.  But  most  of  the 


1980s 


return  in  investment-grade  bonds  will 
come  from  interest  income,  not  capital 
gains  (page  132).  Bolder  bond  buyers 
who  can  pick  through  the  junk  pile  may 
bag  both  double-digit  interest  rates  and 
capital  gains  if  they  can  spot  issues 
whose  prices  have  been  unjustly  beaten 
down  (page  134). 

Nonfinancial  assets?  BUSINESS  week's 
editors  haven't  forgotten  them.  Real  es- 
tate markets  will  stay  weak  (page  140), 
though  there  may  be  a  buck  to  be  made 
in  real  estate  investment  trusts  (page 
143).  Gold  has  been  climbing  furiously 
since  late  summer,  but  the  price  is  only 
where  it  was  a  year  ago  (page  144).  Rare 
coins,  however,  left  the  stock  market  in 
the  dust  (page  146).  And  art?  The  $51.3 
million  Picasso  notwithstanding,  prices 
are  softening  (page  150). 

People  say  that  investing  is  more  art 
than  science.  Perhaps.  But  the  perspec- 
tives and  analyses  contained  in  this  spe- 
cial report  should  help  you  avoid  the 
danger  zones  and  embrace  the  areas  of 
opportunity. 

By  Jeffrey  M.  Laderman  in  New  York 
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 FRAMEWORK, 


EXPERTS  ARE  KEEPING  THEIR 
SEATBELTS  LOOSELY  FASTENED 


They're  bracing  for  bumps,  not  a  recession.  But  a  lot  depends  on  consumer  confidence 


Reeder:  To  those  in  slow  sectors,  it  will  "feel  like  a  recession  " 


aybe  it's  just  wishful  thinking. 
[Then  again,  maybe  the  econo- 
Imy  can  indeed  siiake  off  its  ills 
and  enjoy  an  eighth  consecutive  year  of 
expansion.  According  to  business 
week's  survey  of  50  corporate  econo- 
mists from  across  the  nation,  nearly  ev- 
eryone is  worried  about  a  recession,  but 
few  are  forecasting  one  for  1990  (table). 

Trouble  is,  the  economy  is  likely  to  be 
extremely  sluggish,  say  the  experts,  par- 
ticularly in  certain  business  sectors  and 
geographic  regions.  That  scenario  will 
leave  the  bottom  lines  of  many  compa- 
nies looking  frail,  and  it's  sure  to  keep 
investors  on  the  edge  of  their  seats.  The 
forecast  of  Charles  B.  Reeder,  head  of 
his  own  economic  consulting  firm  in  Wil- 
"lington,  Del.,  is  typical  of  the  consen- 
s.  "If  you're  doing  business  in  one  of 
'^e  slow  sectors,"  he  says,  "it's  going 
■  !'■  ■'!!  like  a  recession." 
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If  the  consensus  is  right,  the  Federal 
Reserve  Board  will  be  tickled  pink,  how- 
ever. The  forecasters  expect  the  econo- 
my to  perform  exactly  in  accordance 
with  the  Fed's  goals:  Economic  growth 
will  continue  gliding  downward  to  a  sus- 
tainable, noninflationary  pace  of  2.Y/< 


THE  CONSENSUS  FORECAST: 
A  SLOW  WARMING  TREND 


EXPANSION  AVERAGE,  1982IV  I989  III 


INCREASE  IN  REAL 
GROSS  NATIONAL  PRODUCT' 


▲  PERCENT  CHANGE  FROM  PREVIOUS  QUARTER 

DATA:  BW  -SEASONAUY  ADJUSTED  ANNUAl  RATES 


from  a  projected  2.5%  in  1989.  Moreover,) 
the  Bush  Administration  should  be 
pleased  because  the  economy  is  expected 
to  avoid  a  recession,  unemployment  will 
remain  low,  and  interest  rates  will  con-i 
tinue  to  drift  downward.  \ 

The  Fed-engineered  landing  will  be| 
more  bumpy  than  soft,  though,  particu-' 
larly  in  the  first  half  (chart).  That's  be- 
cause higher  interest  rates  resulting 
from  the  central  bank's  tightening  in 
1988  and  1989  have  done  what  they  usu-. 
ally  do:  They  have  dampened  the  de- 
mand for  goods  more  than  for  services.^ 
"Once  again  the  manufacturing  sector) 
has  become  the  Fed's  whipping  boy  in; 
its  efforts  to  keep  the  lid  on  inflation,"' 
says  Kenneth  T.  Mayland  of  Society  Na-' 
tional  Bank  in  Cleveland. 

Mayland  and  others  stress  that  contin-, 
ued  easing  of  monetary  policy  is  impera- 
tive if  the  factory  sector  is  going  to  put 
out  of  its  slump.  Severe  weakness  coulc 
bring  down  the  rest  of  the  economy.  Bu1 
most  economists  assume  the  Fed  wil 
provide  the  necessary  accommodation. 

Former  Fed  Governor  Lyle  E.  Gram^ 
ley,  now  at  the  Mortgage  Bankers  Asso-— „ 
elation  of  America,  expects  the  central 
bank  to  push  down  the  federal  funds  J*" 
rate  to  7%  by  mid-1990.  At  around  8.5% 
now,  it's  already  down  from  nearly 
last  June.  "With  the  Fed's  head  start  in 
easing,"  says  consultant  Laurence  H, 
Meyer  in  St.  Louis,  "prospects  for  avoid- 
ing a  recession  are  very  good." 
CAUTION  FACTOR.  However,  such  a  con- 
clusion requires  another  key  assump- 
tion: Consumers  will  keep  spending  at  a  ^ 
healthy  pace.  The  fundamentals — in- 
come,  wealth,   inflation,   and  interest 
rates — all  look  good.  And  service  spend- 
ing is  strong,  despite  the  buying  slow- 
down in  autos  and  other  goods.  But  all 
that  is  no  guarantee  of  continued  con- 
sumer confidence. 

If  consumers  turn  cautious,  it  would 
be  a  big  blow.  "A  table  stands  on  four 
legs,"  says  Donald  P.  Hilty  of  Chrysler 
Motors  Corp.,  referring  to  the  1990  econ 
omy.  "Ours  has  only  one — consumer 
spending."  That's  because  far  less  sup- 
port will  be  coming  from  the  other  three 
sources  of  demand:  capital  spending, 
government  purchases,  and  exports. 

Capital  spending  is  set  to  slow  consid- 
erably, according  to  DRl/McGraw-Hill's 
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WHAT  ECONOMISTS  ARE  PREDICTING  FOR  1990 


Percent  change  in  real  6NP  (annual  rate)  Real     Consumer       Prime  Unemployment 


GNP 

prices 

rate 

rate 

1989 

1990 

Percent  change 

1990 

1990 

IV 

1 

II 

III 
III 

IW 
IV 

IV  Q  '89 

IV  Q  '90 

IV  0 
ivy 

IV  Q 

DAVID  A.  LEVIHE  Sanford  C.  Bernstein 

2.5 

4.3 

5.4 

5.8 

4.9 

5.1 

6.3 

12.5 

A  O 

Ot.L 

JOSEPH  W.  DUNCAN  Dun  &  Bradstreet 

1.3 

2.1 

3.3 

3.4 

4.4 

3.3 

4.3 

10.0 

C  1 

SAUL  H.  HYMANS  RSQE,  Univ.  of  Michigan 

1.0 

3.0 

2.7 

4.2 

2.5 

3.1 

4.3 

iU.U 

c  c 
D.D 

EDWARD  YARDENi  Prudentiai-Bache 

0.0 

2.2 

3.3 

3.5 

3.2 

3.1 

3.5 

V.D 

A  7 

4./ 

ALSKHI  Ca  VErKin^E  IVIUIIIIC  IVIIUIUIIU 

0.4 

4.7 

2.9 

2.6 

2.0 

3.0 

5.2 

11.8 

5.6 

ROBERT  H.  PARKS  Robert  H.  Paries  &  Associates 

1.0 

0.0 

3.0 

4.0 

5.0 

3.0 

3.0 

O  A 

8.0 

o.U 

MORRIS  COHEN  Morris  Cohen  &  Associates 

1.6 

3.2 

2.4 

2.8 

2.8 

2.9 

4.5 

9.5 

CHARLES  G.  REHFRO  Alphometrics 

1.5 

2.5 

3.4 

3.0 

3.0 

2.9 

5.1 

9.2 

5.6 

MICHAEL  EVANS  Evans  Econometrics 

1 .7 

3.2 

2.1 

3.0 

2.9 

2.8 

5.2 

10.0 

C  A 

D.O 

JHAvn  DCnWEKLI  DcllUcfiy  CLUIIUIIIIL^  M^3Ul.lUlCd 

1 .8 

2.5 

3.0 

3.0 

2.0 

2.6 

3.9 

10.0 

5.5 

RAY'C.  FAIR  Falrmodel,  Macro  Inc. 

2.3 

2.4 

2.8 

2.6 

2.7 

2.6 

4.7 

10.5 

4.5 

ROBERT  T.  MtGEE  Tokai  Bank 

1.5 

2.0 

2.2 

2.8 

2.9 

2.5 

4.1 

V.U 

3.0 

ROSALIND  WELLS  Notional  Retail  Merchants  Assn. 

1 .2 

1 .5 

2.1 

2.8 

3.5 

2.5 

3.7 

9.5 

5.5 

JERRY  JORDAN  First  Interstate 

-0.3 

1 . 1 

2.8 

l.l 

S.L 

2.4 

4.2 

V.O 

c  c 
J. J 

0.8 

1 .9 

2.1 

2.5 

3.0 

2.4 

4.3 

9.5 

5.6 

VLADI  CATTO  Texa^  Instruments 

0.5 

1 .5 

2.5 

2.5 

3.0 

2.3 

4.0 

9.5 

5.6 

GARY  CIMINERO  Fleet  Financial  Group 

-1 .3 

-0.9 

3.1 

4.4 

2.6 

2.3 

4.3 

9.7 

D.V 

ROBERT  J.  GENETSKI  Stotler  Economics 

0.6 

1 .8 

2.4 

2.4 

2.7 

2.3 

3.1 

9.0 

C  A 

JOHN  B.  HAGENS  The  WEFA  Group 

1.1 

1 .8 

2.2 

2.5 

2.6 

2.3 

3.6 

10.0 

5.7 

1 .8 

1 .5 

2.3 

2.5 

2.0 

2.1 

4.7 

10.0 

5.5 

ROBERT  BRUSCA  Nikko  Securities 

0.5 

0.9 

1.3 

2.9 

3.1 

2.1 

3.5 

10.0 

5.6 

WILLIAM  HELMAN  Smith  Barney 

0.4 

2.5 

2. 1 

1 .9 

2.0 

2.1 

3.8 

9.5 

5.6 

HOWARD  KEEN  Conrail 

1 .4 

1.6 

1.8 

2.5 

2.7 

2.1 

3.9 

10.0 

5.7 

ROBERT  H.  CHANDROSS  Lloyds  Bank 

0.3 

1.2 

2.0 

2.2 

2.4 

2.0 

4.1 

9.5 

5.6 

f DGAB  B  FIEDiCR  fnnfprpnrp  RnnrH 

1 .0 

3.0 

2.0 

2.0 

2.0 

2.0 

4.0 

10.5 

5.5 

LARRY  J.  KIMBELL  Univ.  of  Calif,  at  Los  Angeles 

1.3 

-0.8 

2.1 

3.5 

3.3 

2.0 

3.6 

IU.U 

D.  / 

CARL  J.  PALASH  McCarthy,  Crisonti,  Maffei 

1.0 

1.5 

2.0 

2.5 

2.0 

2.0 

4.6 

9.5 

5.5 

DONALD  RATAJCZAK  Georgia  State  University 

1.1 

1.0 

2.3 

2.1 

2.4 

2.0 

4.7 

10.4 

5.5 

DONALD  H.  STRASZHEim  Merrill  Lynch 

1.0 

1.0 

2.3 

2.5 

2.4 

2.0 

4.5 

10.2 

5.5 

{.VIE  E  fiRAMLEY  Mnrtnnnp  Rnnl<pr<;  A<:<:n 

1 .2 

1 .2 

2.0 

2.3 

2.0 

1.9 

4.0 

9.5 

5.6 

DAVID  D.  HALE  Kemper  Financial  Services 

1.0 

2.0 

1.5 

2.0 

2.0 

1.9 

4.5 

9.5 

5.7 

MIECZYSLAW  KARCZMAR  Deutsche  Bank  AG 

1 .2 

0.5 

2.0 

2.5 

2.7 

1.9 

4.9 

9.5 

5.5 

CAROL  A.  LEISENRING  Corestotes  Financial 

1.5 

1.5 

1 .9 

2.2 

2.0 

1.9 

4.3 

10.5 

5.6 

KENNETH  T.  MAYLAND  Society  Notional  Bank 

0.5 

1 .7 

1.5 

2.0 

2.4 

1.9 

4.0 

9.5 

5.7 

WILLIAM  C  MELTON  ID^  Finnncinl  Spruirp<; 

1 .0 

1.1 

1  1 

2.4 

2.9 

1.9 

4.4 

9.8 

5.7 

DAVID  M.  BLITZER  Standard  &  Poor's 

1.5 

1.3 

1.6 

1.8 

2.4 

1.8 

4.0 

9.8 

5.5 

ROGER  BRINNER  DRI/McGravi/-Hill 

0.8 

1.4 

1.6 

1 .7 

2.4 

1.8 

4.3 

9.9 

5.6 

M.  KATHRYN  EICKHOFF  Eickhoff  Economics 

0.9 

1 .4 

1.6 

1.8 

2.6 

1.8 

4.1 

9.2 

5.6 

LAWRENCE  A.  KUDLOW  Bear  Stearns 

0.8 

0.9 

1.5 

1 .9 

3.0 

1.8 

3.5 

8.7 

6.0 

MIfHAEL  B  PASLAWSKVJ  Thp  TIT  r;rniin 

1 .0 

1.2 

1 .5 

2.0 

2.5 

1.8 

3.5 

9.5 

5.6 

RICHARD  A.  STUCKEY  Du  Pont 

0.7 

1 .4 

1 .3 

2.1 

2.5 

1.8 

4. 1 

8.5 

5.8 

PETER  L.  BERNSTEIN  Peter  L.  Bernstein 

0.6 

1.4 

2.7 

0.5 

2.2 

1.7 

4.6 

10.5 

5.6 

LAURENCE  H.  MEYER  Laurence  H.  Meyer  &  Assoc. 

1.0 

1 .4 

2.0 

1.8 

1 .7 

1.7 

4.2 

9.5 

5.7 

MAURY  H.  HARRIS  PaineWebber 

1.0 

1.0 

1.5 

2.0 

1.5 

1.5 

3.5 

9.0 

5.5 

JEFFREY  R  LEEDS  rhpmirn!  Rnnk 

0.4 

0.8 

1.1 

2.0 

2.3 

1.5 

3.5 

9.0 

5.7 

MKKEY  D.  LEVY  First  Fidelity  Bancorp. 

-0.4 

0.8 

1.5 

1.5 

2.0 

1.5 

3.7 

8.2 

5.8 

DOHALD  P.  HILTY  Chrysler 

0.0 

0.3 

0.6 

1.7 

2.6 

1.3 

5.0 

8.7 

6.3 

STUART  HOFFMAH  PNC  Financial  Corp. 

0.9 

-1.2 

-1.2 

1.7 

4.0 

0.8 

4.2 

9.5 

6.4 

IRWIN  L  KELLNER  Manufacturers  Hanover 

-0.3 

-0.5 

0.1 

0.6 

1.8 

0.5 

3.3 

9.0 

6.4 

A.  GARY  SHILLING  A.  Gary  Shilling  &  Co. 

-0.9 

-2.7 

-4.7 

-3.7 

-1.6 

-3.2 

2.5 

6.5 

8.8 

CONSENSUS 

0.9 

1.4 

1.9 

2.4 

2.6 

2.1 

4.1 

9.6 

5.6 
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AN 
IMPROVED 

BUSINESS 
PICTURE. 


Picture  this:  a  computer  with  the  power,  speed  and  VGA  graphics 
capability  of  a  high-performance  desktop  PC,  that's  small  enough  to  slip  into  a 
desk  drawen 

That's  the  beauty  of  the  Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophisticated  laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  architecture,  and  it's  IBM  compatible.  And  you  can 
choose  your  operating  system-MS  DOS;  MS  OS/2'  or  Unix.' 

It's  like  ha\ing  an  entire  computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a  briefcase,  you  can  access  your  office  mainframe 
anyw^here  you  go. 

Our  laptop  is  only  one  example  of  how  we  do  business.  Because  every  piece 
of  business  equipment  we  make,  from  copiers  to  fax  machines,  to  phone 
systems,  are  all  designed  around  one  central  idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 

Intel  isairadeTia'Kof  iTne  Co'co'a:^"  i-'^  x  sa 'eg  s:e'e3  T'aae'^a'K  ct  A—e' car  Te  eprc^earaje  eg-ap'"  Co~pary  iBV  saraae'^arkc; 
'"r'nanonai  Busress  V,ac'~:'"es  Co'pc-avo"  VS  DOS  aro  VS  OS  2  as  -eg  s:e'ec  :'a3e~3'<s  of  V  cosof:  Oorpca;  on 

In  Touch  with  TomoiTOw 

TOSHIBA 


For  more  nforTig-or  ■A-rite.  Tosn-ba  Ame-'ca  •rto'msoor  Systerrs.  inc..9740  i'v.r.e  Blvd..  irv.ne.CA  92718  or  ca;  .  ''800-457-7777. 


usiness  Forecast 


latest  survey  of  corporate  plans.  That 
reflects  declining  capacity  utilization  and 
weak  profits.  "The  profit  squeeze  may 
well  get  worse,"  says  Washington 
(I).  C.)  consultant  M.  Kathryn  Eickhoff. 
Labor  costs  will  keep  rising,  particularly 
for  benefits,  and  productivity  growth 
will  not  be  providing  much  of  an  offset, 
she  explains.  That's  particularly  true  in 
services,  where  unit  labor  costs  in  1990 


are  likely  to  be  rising  just  as  fast  as 
prices.  The  result:  Profits  weaken  and 
capital-spending  plans  get  put  on  hold.  If 
the  profit  squeeze  is  severe,  jobs,  too, 
get  cut  in  an  effort  to  control  costs. 

In  the  government  sector,  demand  will 
be  drained  by  defense  cuts  and  other 
efforts  to  lower  the  federal  budget  defi- 
cit, as  well  as  by  growing  constraints  on 
state  and  local  spending.  And  foreign 


MIRROR,  MIRROR,  ON  THE  WALL, 
WILL  THE  ECONOMY  REALLY  FALL? 


A.  GARY  SHILLING 


Recession:  a  broad  contract iutt  m  ceo 
nomic  activity  usually  accompanied 
by  at  least  two  consecutive  quarterly 
declines  in  gross  national  product. 

A recession  is  easy  to  define. 
Forecasting  one  for  1990,  when 
most  seers  predict  modest 
growth,  tiikes  insight  and  guts.  A  few 
economists  have  both,  but  veteran 
New  York  business  consultant  A.  Gary 
Shilling  has  a  double  helping  of  the 
latter.  Undaunted  by  his  past  predic- 
tions of  recessions  that  didn't  appear, 
he  sees  GNP  falloffs  that  average  2.7',' 
for  five  quarters — far  more  severe 
than  the  typical  recession  forecast. 

Shilling  expects  the  downturn  to  be 
global  because  of  worldwide  tightness 
in  both  monetary  and  fiscal  policies. 
The  U.  S.  economy,  he  says,  is  especial- 
ly vulnerable  because  of  overleverage. 

"Economists  judge  an  economy's 
'crfonnance  only  by  its  income  state- 
xnt,  its  GNP,"  says  Shilling.  "But  I 
[  iriii'k  our  balance  sheet  is  more  impor- 
j  x:.))''  right  now."  Undercollateralized 
j  loan;-  v.  ill  cause  big  trouble  in  a  down- 


turn, he  says,  citing  debts  of  the  Third 
World,  U.  S.  consumers  and  business- 
es, and  the  thrift  industry. 

Not  all  recession  forecasters  are  as 
gloomy.  Stuart  Hoffman  of  Pittsburgh- 
based  PNC  Financial  Corp.  represents 
the  more  conventionally  bearish  view. 
He  expects  GNP  to  decline  for  only  two 
quarters,  and  by  only  1.27'  in  each.  The 
more  common  recession  scenario  con- 
tiiins  some  offsetting  factors  to  keep 
the  downturn  mild  and  short:  The  Fed 
is  easing,  and  there  are  few  imbal- 
ances, especially  in  inventories. 
RECURRING  PATTERN.  Shilling  dis- 
agrees. In  the  past,  he  says,  the  Fed 
has  eased — belatedly — about  a  month 
before  a  recession  begins.  As  for  in- 
ventories, he  says  excesses  are  never  a 
problem  until  a  recession  is  under  way. 

Investing  in  a  mild  recession  is  dicey 
enough.  But  for  Shilling,  it's  simple: 
"With  profit  margins  already  getting 
killed,  we  could  have  a  major  sell-off  in 
cyclical  stocks."  He  believes  that  bonds 
right  now  are  a  steal.  He  sees  yields 
falling  to  4%  to  5%  by  yearend  1990. 

By  James  C.  Cooper 


demand  will  not  provide  as  much  thru, 
as  before.  Inflation-adjusted  expor 
grew  nearly  18%  in  1988.  But  they  ha^ 
been  growing  only  about  10%  since,  ar 
that  pace  may  be  halved  in  1990,  main 
because  of  the  stronger  dollar. 

Recent  developments  in  Europe,  i- 
though  full  of  long-term  potential  fr 
U.  S.  exports,  will  probably  have  litt 
influence  in  1990.  Political  uncertain 
will  retard  initial  American  investme 
in  Eastern  Europe,  and  troop  reductioi 
will  take  time.  But  eventually,  says  Di 
&  Bradstreet  Corp.'s  Joseph  W.  Dunca 
"We  won't  have  to  ship  as  much  mom 
to  pay  soldiers  in  Western  Europe 
That  will  help  the  services  side  of  tl 
payments  gap.  As  for  merchandise,  ft 
now  there  is  a  soft-currency  probler 
"No  U.  S.  business  wants  to  take  Polls 
zlotys  for  its  goods,"  says  Duncan. 
'TWO-TIER  INFLATION.'  With  overall  d 
mand  slowing  down,  the  outlook  for  i 
flation  is  sanguine.  Still,  many  econ 
mists  expect  little  if  any  reduction  fro 
1989's  estimated  4.47"  pace  of  consunv 
price  increases.  David  D.  Hale  of  Chic 
go's  Kemper  Financial  Services  In 
blames  the  two-tier  economy — wea 
manufacturing  but  a  strong  service  se 
tor.  As  a  result,  says  Hale,  "We  will  S( 
a  two-tier  inflation  rate."  While  he  e 
pects  goods  prices  to  climb  only  aboi 
37 ,  Hale  looks  for  service  prices  to  rii 
about  .57  to  5.57 . 

However,  service  businesses  will  1: 
feeling  the  profits  pinch  as  much  as  fa 
tories,  because  of  rising  costs.  And  se 
vices  in  the  1990s  may  well  be  facing  tl 
same  type  of  competitive  transformatic 
that  manufacturing  went  through  in  tl 
1980s.  In  response,  service  compani( 
will  try  to  help  profit  margins  by  slov 
ing  the  growth  in  unit  labor  costs  ar. 
cutting  operating  costs.  And  that  cou. 
make  slower  inflation  "the  big  surprise 
for  1990,  says  Mickey  D.  Le\^  of  Fir 
Fidelity  Bancorp  in  Philadelphia. 

The  problem  for  the  Fed  is:  The  moi 
it  eases  monetary  policy  in  an  effort  i 
avoid  a  recession,  the  more  a  growir 
economy  enables  companies  to  pa.' 
along  their  rising  costs.  Donald  Rata} 
zak  of  Georgia  State  University  se( 
1990  as  a  "trade-off  year."  He  means  th 
Fed  can  either  induce  a  recession  in  of 
der  to  cut  inflation  further  or  it  can  al 
cept  inflation  where  it  is  now.  "Give| 
the  political  forces  in  Washington,"  }• 
says,  "the  Fed  will  more  likely  tolera* 
the  current  rate."  That  seems  like  mo> 
than  just  wishful  thinking.  Considerir 
the  potentially  severe  problems  that 
recession  could  precipitate  in  such 
highly  leveraged  economy,  Ratajczak 
conclusion  looks  like  a  policy  imperativ 

By  James  C.  Cooper  a>id  Kathleen  Mac-'- 
gan  in  New  York 
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These  days,  it's  easy  for  investoi"s  to  feel  lost.  Investment 
counselors  are  helping  them  find  their  way  with  mutual  funds  and 
unit  trusts  sponsored  by  Van  Kampen  Merritt— over  $20  billion 
worth.  Van  Kampen  Merritt  is  a  Xerox  Financial  Services  Company 
offering  a  wide  range  of  investment  banking  capabilities. 

Ask  your  investment  representative  for  more  complete  information, 
including  all  charges  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money.  Or  call  1-800-DIAL-VKM  ext.  1001. 
In  Georgia,  1-800-633-2252  ext.  1001. 

Mutual  Funds,  Unit  IVusts,  Asset  Management, 
Precious  Metals,  Xerox  Life  Products,  Capital  Markets, 
Public  and  Health  Care  Finance. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

In  vesting  with  a  sense  oj  directiorf 


m 


For  those  who  think  this  is  all  there  is  to  IBM  Service, 
weld  like  to  adjust  your  thinking. 


IBM  has  built  a  solid  reputation  as 
maintenance  experts.  Now  we've 
expanded  our  services  beyond  mainte- 
nance. We  even  include  services  for  your 
non-IBM  equipment. 

We  will  take  care  of  all  your  needs. 
From  hardware  and  software  integration 
to  data  center  design  to  value  added 
network  services. 

For  instance,  we'll  move  your 
data  processing  system  2,000  feet  or 
2,000  miles.  And  we'll  be  with  you  from 
pre-planning  to  post-move  testing.  It's  all 
part  of  IBM  Customized  Operational 
Services. 

And  because  no  business  can  afford 
downtime,  IBM  is  there  with  Network 
Support,  too.  We'll  reduce  the  likelihood 
of  downtime,  and  work  quickly  to 
bring  you  back  up 

if  it  does  occur. 


What's  more, 
if  you  have  a  question 
or  problem  with  any  of  your  systems, 
specialists  are  available  24  hours  a  day, 
7  days  a  week. 

If  you'd  like  further  information,  we 
would  be  happy  to  send  you  some  litera- 
ture. Just  call  1  800  IBM-2468,  ext.  133. 

IBM  Service.  You'll  find  out  it's 
really  much  more  than  you  think. 


THE  FED  WILL 
BE  THE  ECOHOMY'S  SKIPPER 


Monetary  policy  is  the  only  game  in  town  as  Congress  remains  stymied  by  budget  battles 


The  economy  is  starting  to  act  like 
tlie  mechanical  bunny  powered  by 
a  Brand  X  battery:  It's  still  march- 
ing and  pounding  its  drum,  but  the  beat 
is  getting  slow.  Spreading  layoffs  and 
disappearing  corporate  profits  frighten 
Main  Street,  while  Wall  Street  investors 
have  seen  their  hopes  of  easier  money 
dashed  for  now. 

The  gloom  hasn't  yet  penetrated 
Washington.  True,  incumbents  are  hy- 
persensitive about  the  threat  of  a  reces- 
sion before  November's  congressional 
elections.  But  those  fears  aren't  likely  to 
prompt  any  significant  action  on  eco- 
nomic policy.  Although  the  Federal  Re- 
serve Board  can  be  swayed  by  the  elec- 
tion returns,  the  central  bankers  hope  to 
stick  to  the  anti-inflation  course  that  has 
brought  the  economy  to  its  present  slow- 
growth  state. 

The  result:  1990  will  be  largely  a  year 
of  Washington  reruns.  Fiscal  policy  isn't 
likely  to  change  much  as  Congress  and 
the  Administration  merely  nibble  around 
the  edges  of  the  $140  billion  budget  defi- 
cit. Much  of  Washington's  legislative  en- 
ergy will  again  be  expended  on  Presi- 
dent Bush's  demand  for  lower  taxes  on 
capital  gains — a  fight  the  White  House 
can  win  this  year.  Capitol  Hill  will  take 
on  some  financial  issues,  limiting  take- 
overs and  leveraged  buyouts,  reforming 
stock-market  volatility,  and  opening 
competition  between  banking  and  securi- 
ties underwriting.  But  technical  tune-ups 
are  about  all  investors  should  expect. 
■REVENUE  RAISERS.'  The  Bush  Adminis- 
tration's first  challenge  is  to  meet  the 
Gramm-Rudman  target  of  a  $64  billion 
deficit  in  the  fiscal  1991  budget,  to  be 
released  on  Jan.  22.  Fortunately  for  the 
White  House,  it  needs  to  hit  that  goal 
only  on  paper — a  task  that  the  Office  of 
Management  &  Budget,  under  Director 
Richard  G.  Darman,  can  easily  handle. 

Look  for  Busli  to  recommend  eliminat- 
ing scores  of  domestic  spending  pro- 
grams, along  with  a  §10  billion  to  $15 
billion  cut  in  planned  militarv'  spending. 
Sharp  reductions  may  also  be  proposed 
for  medicare.  Bush  will  j.^'  bably  sug- 
r^^st  a  handful  of  minor  "r.  enue  rais- 
'  hut  nothing  that  could  b  confused 
real  tax  increase. 
'■  :.Li  ;iii'n  insists  that  real  budget  cuts 
>'■  '■>:■    ude  and  that  his  office  has  suc- 


ceeded in  stabilizing  the  fiscal  situation 
"at  a  sustainable  level."  But  to  meet 
their  goal  of  closing  a  budget  deal  by 
early  spring,  Congress  and  the  White 
House  must  agree  on  a  balanced  pack- 
age that  couples  cuts  in  planned  defense 
spending  and  Social  Security  benefits 
with  higher  taxes.  "Deep  down,  we  all 
know  what  the  pieces  have  to  be,"  says 
House  Budget  Com- 
mittee Chairman  Leon 
E.  Panetta  (D-Calif.). 
"The  real  question  is 
whether  or  not  the 
leadership  is  there." 
In  the  end,  they'll  trim 
the  deficit  by  only  $10 
billion  or  so,  to  about 
$130  billion. 

In  1989,  deficit-cut- 
ting took  a  backseat 
to  Bush's  fight  for  a 
decrease  in  capital- 
gains  taxes,  which  he 
now  has  a  good 
chance  of  winning. 
Senate  Finance  Com- 
mittee Chairman 
Lloyd  Bentsen  (D- 
Tex.)  has  indicated  he 
will  draft  a  capital- 
gains  tax  bill,  and 
House  Ways  &  Means 
Committee  Chairman 
Dan  Rostenkowski  (D- 
111.)  may  sign  on. 
What  remains  to  be 
settled  is  whether 
Congress  will  cut  ac- 
tual tax  rates  on  capi- 
tal gains  or  index 
gains  for  inflation. 

Also  under  the  pro- 
savings,  pro-invest- 
ment banner,  gener- 
ous incentives  for 
savings,  particularly 
through  individual  re- 
tirement accounts,  are 
gaining  popularity  on 
the  Hill.  They'll  proba- 
bly be  supported  by 
the  White  House,  too. 
And  the  Treasury 
Dept.  is  working  on 
Secretary'  Nicholas  F. 
Brady's  goal  of  ex- 


tending the  time  horizons  of  manager 
and  investors  beyond  the  next  quarter'  ' 
bottom  line,  so  that  this  preoccupatioi . 
doesn't  shortchange  the  future. 
DIVIDEND  TAXES.  Treasur}'  will  complet 
a  study  in  the  spring  on  the  best  way 
integrate  taxation  of  corporations  ai 
individuals.  Some  in  the  Administration 
would  love  to  do  that  by  ending  doublj 


By  spring  it  mil  be  <kar  whether  Greenspd\ 
rate  reductions  were  enough  to  avoid  recessioi 
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THE  ECONOMIC  FRAMEWO 


axation  of  corporate  dividends — but  it's 
X)o  costly.  Instead,  they  may  propose 
'educing  taxes  on  dividend  income.  Ad- 
Tiinistration  officials  recognize  that  a 
;orporate  deduction  for  dividends  paid 
Tiakes  the  most  sense  economically.  But 
in  exclusion  for  individuals  who  receive 
lividends  would  prove  more  popular. 

Administration  officials  will  also  con- 
sider taxing  the  short-term  trading  prof- 
ts  of  traditionally  tax-exempt  pension 
'unds.  But  a  go-ahead  would  depend  on 
3ush  backing  off  his  no-new-taxes 
stance. 

Congress,  too,  will  have  big  investors 
n  its  gun  sights.  A  few  technical  initia- 
ives  to  curb  stock-market  volatility  have 
he  support  of  new  Securities  &  Ex- 
;hange  Commission  Chairman  Richard 
].  Breeden  and  seem  to  be  shoo-ins. 
They  include  SEC  power  to  require  bro- 
kerage firms  to  make  available  on  de- 


Fed  officials  believe  their 
anti-inflation  policy  has 
caused  the  niinislump 
to  bottom  out  already 


mand  details  on  large  stock  trades.  Con- 
gress would  also  give  the  SEC  power  to 
close  stock  markets  in  an  emergency  un- 
less the  President  disapproves.  And  Rep- 
resentative Edward  J.  Markey  (D-Mass.) 
says  he  will  still  fight  for  two  contested 
items:  granting  the  commission  power  to 
halt  program  trading  and  rescinding  the 
SEC's  controversial  exemption  for  pro- 
gram traders  from  the  "uptick"  rule.  On 
another  issue — breaking  down  the  Glass- 
Steagall  Act's  barriers  between  banking 


and  securities  underwriting — Wall 
Street  is  ready  to  do  business.  The  Secu- 
rities Industry  Assn.  recently  dropped 
its  opposition  to  Glass-Steagall  reform 
(BW— Dec.  18).  But  now  the  banks 
aren't  pushing  the  cause.  Big  banks 
have  been  winning  the  underwriting 
powers  they  want  through  the  Fed's 
regulatory  decisions.  If  Congress  re- 
writes Glass-Steagall,  the  banks  fear 
that  SIA  members  will  get  an  entree  into 
banking  and  use  of  the  banks'  safety 
nets,  including  last-resort  loans  from  the 
Fed's  discount  window. 

With  the  other  big  players — the  insur- 
ance and  real  estate  lobbies — still  op- 
posed. Congress  isn't  likely  to  move 
soon  on  banking  reform.  In  part,  that 
caution  stems  from  an  unwillingness  to 
do  anything  that  might  put  the  banks' 
Federal  Deposit  Insurance  Corp.  at  risk 
in  the  wake  of  the  costly  bailout  of  the 
savings  and  loan  insurance  fund.  "We 
have  a  post-S&L  syndrome  in  Congress," 
says  Markey. 

COLD  SMOKESTACKS.  While  the  Adminis- 
tration and  Congress  worry  about  long- 
term  problems,  day-to-day  management 
of  the  economy  will,  as  usual,  fall  to  the 
Fed.  The  view  from  Constitution  Avenue 
is  remarkably  sanguine.  Fed  Chairman 
Alan  Greenspan,  aware  that  manufac- 
turing weakness  can  infect  other  sectors 
of  the  economy,  isn't  oblivious  to  the 
growing  number  of  cold  smokestacks. 
But  Greenspan  doesn't  see  that  the  fac- 
tory slowdown,  concentrated  largely  in 
the  auto  industry  and  other  consumer 
durables,  is  deepening  enough  to  suck 
the  whole  economy  into  a  recession. 

Fed  officials  believe  the  minislump  is 
already  bottoming  out.  "The  slowing  in 
U.  S.  domestic  demand  associated  with 
our  anti-inflation  policy  has  largely  been 
realized  already,"  says  one  senior  Fed 
policymaker.  Export  orders  are  still  out- 
pacing shipments,  building  a  backlog  for 
producers.  With  service  industries  pick- 
ing up  the  employment  slack  and  con- 
sumers' incomes  still  growing  at  respect- 
able rates,  auto  sales  and  housing 
activity  have  nowhere  to  go  but  up  from 
their  current  depressed  levels,  officials 
say.  "We  don't  see  dramatic  deteriora- 
tion," says  the  Fed  official.  "We  just 
haven't  seen  any  sharp  pickup  associat- 
ed with  lower  interest  rates." 

The  central  bank  has  good  reason  to 
talk  the  economy  up.  Greenspan's  deter- 
mination to  drive  inflation  to  zero,  a  goal 
shared  by  his  Fed  colleagues,  will  get  its 
first  election-year  test  in  1990.  Members 
of  the  Fed's  Open  Market  Committee 
know  that  they  can't  reach  price  stabil- 
ity without  several  quarters  of  slow 
growth.  If  they  back  off  now  and  let 
interest  rates  down  fast,  the  Fed's  infla- 
tion-fighting credibility  would  once  again 
be  wasted. 

The  test  could  come  by  spring.  By 


dget  chief  Barman  can  hit  deficit  targets  easily^ — on  paper 
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Y  Y  /  hen  the  win 

VVchange  stir  th 
economy,  a  corpora 
can  maintain  its  mo 
tum  if  it  measures  each 
step  carefully. 

For  100  years,  in  even  th< 
unsettling  conditions,  TTie  Thorough- 
bred and  its  predecessor  companies 
have  done  more  than  just  keep  their 
balance.  In  1988,  the  natiorfe  most  effi- 
cient major  railroad  system  adroitly 
moved  on  to  new,  higher  ground. 
It  was  a  record  year.  Increases  in 


^■t-  ^  Br  I 


I'or  a  step-by-stcp  accouy\t.  plc(Vie  ii'i  Kc  die 
address  below] or  your  en [n  ot  ilti-  )y.S.S 
Norfolk  Southern  Annual  Kefxjrt.  ^ 


yields  and  cost  reductions 
suited  in  net  income  of 
635  million.  With  reve- 
ues  of  over  $4  billion 
and  assets  of  over  $10 
oik  Southern  stands  on 
very  solid  footing.  The  Thoroughbred's 
marketing  flexibility  and  aggressive 
capital  improvements  program  position 
it  firmly  for  the  fiiture. 

Clearly,  management  can  nego- 
tiate changing  terrain  and  still  stay  a 
step  ahead. 


^  NORFOLK 
^  SOUTHERN 


Rostenkowski  may  back  a  capital-gains  taxcut . . .     I  . . .  and  Bentsen  has  indicated  he  'II  draft  a  bill 


then,  it  will  be  clear  whether  the  Fed's 
earlier  maneuvers — reducing  the  rate  on 
overnight  bank  reserves  by  a  full  per- 
centage point  since  May — were  enough 
to  keep  the  economy  out  of  recession.  If 
the  real  gross  national  product  growth 
rate  accelerates  to  27f  or  so  from  the 
fourth  quarter's  1%  without  further 
sharp  cuts  in  rates,  the  markets'  confi- 
dence in  the  Fed  is  likely  to  skyrocket. 


The  result  could  be  higher  growth  with 
lower  inflation. 

Which  way  to  bet?  The  Fed's  75-year 
history  shows  that  the  central  bank  "has 
always  come  off  the  brake  and  hit  the 
gas"  when  inflation-fighting  began  to 
pinch,  says  economist  Jerry  L.  Jordan  at 
First  Interstate  Bancorp  of  Los  Angeles. 
This  time  around,  however,  Greenspan 
knows  that  the  choice  is  stark.  If  the 


Fed  eases  too  soon,  "there  wouldn't  b( 
any  restraint  on  the  economy — busines 
would  know  that  the  Fed  and  inflatior 
will  always  bail  them  out,"  says  Peter  P 
Kozel  of  Boston's  Shawmut  Bank 
That's  not  what  Alan  Greenspan  want; 
to  be  remembered  for. 

By  Mike  McNamee,  with  Howard  deck 
man,  Dean  Fowst,  and  Catherine  Yang  i? 
Washington 


RED-LETTER  DAYS 
FOR  THE  COMING  ECONOMIC  YEAR 


In  1.990,  Washington  mil  have  to 
cope  with  a  shaky  economy  and  con- 
tinuing high  deficits,  as  well  as  dra- 
matic economic  changes  abroad.  Here 
are  some  key  dates  to  watch: 

President  Bush  submits  his 
fiscal  1991  budget,  showing  a  deficit 
that  meets,  on  paper,  the  Gramm- 
Rudman  Act's  target  of  $64  billion.  It 
will  probably  include  a  repackaged 
proposal  for  cutting  capital-gains  taxes 
and  may  also  feature  a  limited 
expansion  of  individual  retirement 
accounts.  Bush  will  propose  cuts  in 
planned  defense  and  health  care 
spending  and  an  end  to  scores  of 
domestic  programs. 

IWiltit  President  Bush  delivers  his 
State  of  the  Union  address.  He  will  fo- 
cus on  international  issues,  including 
he  changing  economies  of  Eastern  Eu- 
f .  But  the  President  will  also  call  for 
i  ^  ;  !t- es  in  the  U.  S.  economy,  including 


more  savings  and  investment  and  an 
emphasis  on  long-term  results  by  man- 
agement and  investors. 


Federal  Reserve  Chairman 
Alan  Greenspan  testifies  before  the 
House  and  Senate  Banking  Committees 
on  the  Fed's  1990  economic  forecasts 
and  monetary  targets. 

InMii^il  The  Treasury  Dept.  hopes  to 
complete  a  major  study  on  integration 
of  corj^orate  and  personal  income  taxes. 
It  could  lead  to  proposals  to  limit  the 
double  taxation  of  dividends. 

filiiiBH  This  is  the  Gramm-Rudman 
Act  deadline  for  Congress  to  adopt  its 
fiscal  1991  budget  resolution,  with  over- 
all spending  and  revenue  targets. 

fiVj  ift'i'l  The  Administration  must  de- 
cide whether  to  add  new  nations  to  its 
"Super  301"  list  of  unfair  traders.  Lat- 
er, it  must  decide  whether  to  impose 


sanctions  on  the  three  nations  already 
on  the  list:  Japan,  Brazil,  and  India. 

fi'lVM  Leaders  of  the  Group  of  Seven 
industrial  nations  meet  in  Houston  for 
their  annual  economic  summit.  The  eco- 
nomic response  to  Eastern  Europe 
should  top  the  agenda.  The  U.  S.  will 
also  press  trade  concerns  with  both  the 
Japanese  and  the  Europeans. 

ESU  Fiscal  1991  begins.  At  about  the 
same  time,  the  U.  S.  national  debt  is  due 
to  reach  $3.1  trillion.  Borrowing  author- 
ity will  have  to  be  extended. 

I'llBH  President  Bush  may  have  to  or- 
der across-the-board  cuts.  To  avoid 
them,  Congress  must  have  approved  a 
1991  budget  with  a  deficit  within  $10  bil- 
lion of  the  Gramm-Rudman  target. 

dsn  TheUruguay  Round  of  talks 
under  the  General  Agreement  on  Tar- 
iffs &  Trade  is  scheduled  to  end.  The 
talks  have  been  the  centerpiece  of  Bush 
Administration  trade  policy,  but  so  far 
they  have  bogged  down  in  disputes 
over  agricultural  subsidies  and  protec- 
tion for  service  industries. 

By  Hoivard  Gleckman  in  Washington 
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illion  global  compan 
need  teehnology  th 
m  semieonduetors  an 
eomponents  to  eompu 
>mmunieations,  Fujits 
ake  a  positive  contrib 
ever  it  operates.  Th 
ooperation  with  loc 
companH,  local  R  &  D,  local  man 
facturing-Land  a  commitment 
iprovide  leading  edge  products 
superior  quality  and  reliabilit 
that  will  have  a  positive  impact  o 
i^ch  customer's  bottom  line. 


The  Fujitsu  Difference 


"E 


The  ultimate  test  for  any  company  is  what  it  does  for  its  customers. 
This  can  be  measured  in  terms  of  products  that  increase  produc- 
tivity and,  therefore,  competitive- 
ness and  profitability. 

It  can  be  judged  in  terms  of  respon- 
siveness to  customer  need  and  a  willing- 
ness to  cooperate  in  developing  new 
products  precisely  fitting  customer 
specifications,  it  can  be  seen  in  terms 
of  products  or  services  that  open  new 
business  opportunities. 

Here  are  three  examples  of  how  Fujitsu  has  helped  U.S.  companies 
improve  their  perfonnance. 

Grci^iter  Competitiveness 

The  Union  Pacific  Railroad  spans  two-thirds  of  the  continental  United 
States,  and  its  telecommunications  network  stretches  even  farther  Good 
■'"lecommunications  are  essential  if  the  company's  resources  are  to  be 
■'■•(.I  efficiently;  they  are  vital  i'  the  Railroad  is  to  provide  quality 
-iver  service. 


Union  Pacific  chose  Fujitsu's  F9600™  PBX  (Private  Branch  Exchange) 
system  to  handle  its  voice  and  data  traffic.  Explains  assistant  vice  presi- 
dent Jim  Merrick,  "We  were  looking  for 
capabilities  to  incre;ise  our  productivity 
and  improve  service. 

"Every  time  we  boost  produc- 
tivity," Merrick  adds,  "we  improve  our 
ability  to  compete  in  the  transportation 
marketplace." 


very  time  we  boost  productivity  we  improve  our 
ability  to  compete." 

Jim  Merrick,  Union  Pacific  Railroad 


New  Business  Opportunities 

Many  banks  today  have  installed  ATMs  (Automatic  Teller  Machines)  to 
give  customers  24-hour  access  to  basic  services.  A  few,  however,  have 
used  innovative  merchandising  techniques  to  turn  ATMs  into  more  than 
just  "cash  dispensers." 

Seafirst  Bank  of  Seattle,  Washington  is  a  pioneer  in  this  area.  They 
have  set  up  a  gift  certificate  program  in  a  new  mall  in  the  Tacoma  area. 
The  program  allows  gift  certificates,  as  well  as  cash,  to  be  dispensed 
through  ATMs.  This  allows  customers  to  purchase  gift  certificates  while 
making  their  normal  banking  transactions.  The  certificates  can  then  be 
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The  Union  Pacific  Railroad  uses  Fujitsu's  F9600  PBX  to  link  efficiently  all  its  operations,  such 
as  the  Harriman  Dispatching  Center  in  Omaha,  Nebraska,  shown  here  ▼ 


Case  Study 


Seattle's  Seafirsi  Bank  uses  its  Fu|itsu 
color  graphics  ATMs  as  part  of  an  inno 
vative  marketing  strategy 


used  as  cash  at  any  of  the  mall's  retail  locations. 

Seafirst  is  also  working  with  the  U.S.  Postal  Service  to  install  ATMs 
that  will  dispense  stamps  as  well  as  cash.  These  machines  will  be 
installed  in  malls,  Seafirst 's  branch  locations  and  certain  post  offices. 

Fax  Brings  in  More  Business 

The  Florida  auto  loan  market  is  intensely  competitive.  Customers  expect 
quick  turnaround  times.  Most  car  dealers  use  fax  machines  to  submit 
loan  applications.  No  bank  can  afford  to  lose  business  just  because  its  fax 
machines  run  out  of  paper.  But  that  is  what  can  happen  on  busy 
weekends. 

Southeast  Bank  solved  this  problem  with  Fujitsu's  dex®  6300  fax 
machines.  A  built-in  memory  stores  messages  when  there  is  no  paper 
"We  can  get  more  business  because  we  have  machines  that  will  accept 
faxes  24  hours  a  day,"  comments  Alba  A.  'Weinman,  Southeast's  vice 
president  for  network  services. 


SUN  MICROSYSTEMS 

Of  all  the  Silicon  Valley  success  stories  ot  the  1980s,  Sun 
Microsystems  in  many  ways  may  be  the  most  important. 
Its  founders  had  a  vision  of  how  advanced  technology 
could  revolutionize  the  workplace  and  virtually  invented  the 
concept  of  the  workstation  to  do  )ust  that. 

More,  they  saw  the  need  to  leap  tree  of  the  constraints 
of  conventional  technology  and,  again,  did  it.  As  a  result 
they  cleared  the  way  for  the  next  generation  of  their  own 
workstations. 

Virtually  from  the  start.  Sun  has  been  a  Fujitsu 
customer  "This  is  our  longest  steady  corporate  relation- 
ship," says  Sun  president  Scott  McNealy  "Fujitsu  has  been 
a  key  partner  of  ours,  an  important  partner. 

"Fujitsu  was  one  of  the  first  companies  to 
take  a  chance  on  Sun,"  McNealy  continues, 
"They  treated  us  like  a  big  company  when  we 
were  barely  out  of  the  start-up  phase.  They 
have  supplied  us  everything  from  DRAMs  to 
disk  drives  and  we  have  been  pleased  with 
the  results." 

Fujitsu  is  also  a  customer  of  Sun.  it 
buys  computer  systems  for  sale  in 
Japan.  It  acts  as  one  of  Sun's  distri- 
butors, exporting  to  Japan  more  than 
$200  million  in  Sun  workstations. 

"Japan  is  our  largest  international 
market,"  McNealy  says,  "and  is  growing 
faster  than  any  other  market.  Fujitsu  has 
brought  us  customers  we  never  would 
have  reached  otherwise." 

Yet  there  is  still  another  dimension 
to  the  relationship  between  Sun  and 
Fujitsu.  Back  in  the  early  '80s,  when  Sun 
was  just  out  of  the  start-up  phase,  it  saw  a  way  to  break 
open  the  world  microprocessor  market  by  developing  the 
architecture  for  a  new  type  of  high  speed,  high  per- 
formance RISC  (Reduced  Instruction  Set  Computer) 
microprocessor. 

Unfortunately  no  one  was  willing  to  take  a  chance  on 
the  new  technology  or  on  Sun-no  one,  that  is,  until  Sun 
talked  to  Fujitsu.  "They  were  the  first  company  to  sign  on," 
McNealy  notes.  'They  invested  time  and  engineering 
talent,  when  others  wouldn't." 

The  result  was  the  first  implementation  of  the  SPARC™ 
(Scalable  Processing  Architecture)  family  of  microproces- 
sor chips-the  chips  which  put  the  power  and  speed  in  the 
new  Sun  4  workstation.  Sun  and  Fujitsu  have  opened  the 
technology  up  so  that  other  companies  can  participate. 


"Fujitsu 
has  brought  us 
Japanese  customers 
we  never  would  have 
reached  otherwise." 

Scott  McNealy. 
Sun  Microsystems 


^sun 


microsystems 
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Special  .^cvertismg  Seaion 


Technolog)'  and  a  commitment  to  being  on  the  frontier  of  de\"elop- 
mer.L^  in  technology".  ha\"e  always  been  central  both  to  Fujitsu's 
z.  :  :^  : :  T  ;  'i:e  calmre  and  to  its  abilit)"  to  make  a  difference  to  its 
customers  per:  - 

Fujitsu  s  L  ...  ".::.-:r,i  to  technology  b^ins  with  a  willingness  to 
fund  RSd).  Even"  year  the  company  plows  more  than  10%  of  its  global 
sales  back  into  its  R&D  program — basic  research  as  weO  as  practical 
applications. 


I^e  can  help  our  customers 
produce  new"  revenue  streams  because  we  can 
apply  technology  in  new  wa\"s. " 

.4/  Hutcbeson. 
Transmission  Diiision.  fujiisu  America 


Fujitsu  has  an  enormous  technology  base,  with  particular  strength 
in  such  distina.  yet  interdependent  fields  as  computers,  communica- 
tions, semiconductors  and  microcomponents.  More,  because  Fujitsu  runs 
its  R&D  program  with  a  global  perspective,  it  can  bring  the  best  ideas  and 
the  broadest  experience  from  all  over  the  world  to  meet  the  needs  of 
:  .markets. 

Global  Teclinolog>.  Global  Expertise 

■'Fu'::-  . '  :  -  solutions  to  its  costomers  mat  many  of  its  compet- 
itors -rcause  the>"  do  not  have  the  lechnolog}  .  '  suggests 
Dr  Da.iu  a.  >cir.  '.ice  president  for  Standard  Produa  Operations  at 
Fujitsu  '•!:c-':'e!ettromcs  Integrated  Circuits  Division. 

-  .^ntage  shows  up  in  semiconductor  devices,  where  Fujitsu 
has  a  -~::  -  rig  loundation  in  a  broad  range  of  "classical "  and  advanced 
semiconductor  technologes.  "When  you  have  the  c^)abilit\"  to  combine 
these  technologies.  '  Sear  says  enthusiastically  "you  can  get  really  dyna- 
mite solutions' ' 

Technology  To  Make  Dreams  Reality- 
Fujitsu  can  apply  technology"  on  a  global  scale  in  other  areas  as  well. 
Take  for  example  ISDN  (Integrated  Senices  Digital  Nertt"ork).  long  a 
dream  of  the  telecommunications  industry. 

ISDN  allows  communication  within  a  communications  system — 
voice,  data,  video — to  travel  through  a  single  digital  line  or  "pipe  "  thus 
allowing  greater  performance  and  cost  efScienc}".  The  technology"  for  the 
"pipe"  IS  largely  available  Howev"er.  until  recendy  there  has  been  a  lack 
of  convenient  ISDN  terminals.  Then  two  years  ago  Fujitsu  brought  prac- 
'ical  ISDN  termina-s  to  the  U.S.  market,  well  ahead  of  the  competition. 


tsing     .  - 
crTst2_-  .-T._ 
acibmiiig  2 


"Fujitsu  initially  perfected  its  ISDN  technology  in  field  trials  in 
Singapore  and  Hong  Kong. "  explains  Qiarles  D.  Kissner.  senior  vice  presi- 
dent and  general  manager  of  Fujitsu  Network  Switching  Of  America.  "We 
brought  it  here  to  be  adapted  to  the  requirements  of  the  U.S.  market.  We 
also  introduced  much  more  functionaJity,'  based  on  feedback  from  ou: 
earliest  customers." 

Forward-Looking  Technology 

Fujitsu  is  also  leading  the  way  in  telecommunications  transmissions 
systems.  In  1988.  it  introduced  the  first  upgradable  SONTT  (Synchronous 
Optical  Network)  produa.  the  FLM  (Fiber  Loop  Multiplexer)  50/150. 
SONTT  is  a  set  of  internationally  agreed  performance  standards  for  fiber 
optic  communications  and  represents  the  direction  the  world  telecom- 
munications industry"  will  go.  Since  multiplexers,  which  allow  multiple 
messages  to  be  carried  over  the  same  line,  are  an  essential  link  in  the 
telecommunications  system,  this  is  an  important  step. 

Already  in  use  with  several  U.S.  telephone  operating  companies, 
the  FLM  50 150  is  fully  compatible  with  today's  asy"nchronous  environ- 
ment, but  is  also  a  link  to  the  SONTT  future  In  buying  it.  telephone 
companies  are  assured  of  a  produa  that  can  be  imegraied  into 
tomorrow "s  global  telecoimnunications  system. 


Fupisus  ii!ir2-!o«  Doise  HE!i!T  ("Higc  Bees.: 
Moijiiily  Transistor)  BchDoiogy  assures  ir^ 
ans-  znipliSer  dear  reception  of  weak  saiei".c 
signaii 


Tomorrow  s  Technology  For  Today  s  Business 

Yet  another  example  of  Fujitsu  mobilizing  its  global  resources  to  achieve 
technologically  superior  products  is  its  line  of  PBX  ss"stems.  Fujitsu  has 
roughly  one  third  of  the  Japanese  digital  PBX  market  and  its  PBX  systems 
are  used  all  over  the  w  orld.  The  best  of  this  technology"  was  adapted  to 
U.S.  requirements,  creating  a  PBX  w"ith  capability"  and  reliability  in 
advance  of  the  market. 

What  makes  the  F9600'™  so  advanced  is  its  ISDN  architecture  with 
a  scalable  processor  that  allows  for  the  addition  of  more  power  as  new- 
system  or  growth  requirements  arise  The  F9600  s  massive  processing 
power,  combined  with  its  unique  single-stage  switching  network  and 
designed-in  broadband  c^)abilities  make  it  a  formidable  contender  for 
leadership  in  the  ISDN  worid  of  the  1990s,  and  into  the  21st  century: 

"Fujitsu  products  are  so  leading-edge.'  suggests  Al  Hutcheson. 
\ice  president  at  Fujitsu  .America's  Transmission  Division,  "that  w-e  offer 
our  customers  the  future  We  can  help  them  produce  new  re\"enue 
streams  because  we  can  apply  technology"  in  new  way"S." 
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THE  SOFTWARE  PRODUCTIVITY 
CONSORTIUM 

The  Software  Productivity  Consortium  (SPC)  is  an  effort  by 
some  of  tfie  top  companies  in  U.S.  aerospace-companies 
sucfi  as  Allied  Bendix  Aerospace,  Boeing,  Ford  General 
Dynamics,  Grumman,  Martin  Marietta,  Northrop  and 
United  Technologies-to  meet  what  they  realized  was  an 
impending  cnsis  in  U.S.  software  development. 

Since  1986,  SPC  has  worl<ed  to  design  the  technology 
tools  and  to  tram  the  manpower  required  to  create  the  next 
generation  of  extremely  complex  "mission  critical"  soft- 
ware that  will  be  used  in  national  defense  and  in  the 
aerospace  industry 

SPC  works  from  an  "intelligent"  building  This 
advanced  facility  enables  SPC  engineers  and  staff  to 
concentrate  on  their  developmental  worl<,  rather  than  the 
logistics  of  communications.  One  reason  why  the  facility 
operates  so  efficiently  and  effectively  is  the  F9600™  PBX 
(Pnvate  Branch  Exchange). 

"The  F9600  is  the  best  system  we  saw  and  we  saw  a 
bunch,"  says  Theodore  R.  York,  SPC's  director  of  technical 
support.  "The  technology-is  absolutely  phenomenal  the 
quality  of  the  PBX  and  the  phone  units  is  fantastic. 

"We  found  Fujitsu  responsive  and  bought  the  system 
on  a  handshake,"  York  continues.  Fujitsu  then  sent  its  engi- 
neering staff  to  work  with  SPC  to  customize  the  system  to 
fit  SPC's  requirements. 

"We're  tickled  pink  with  the 
system,"  York  adds.  "I  almost 
believe  that  the  mean  time  between 
failures  is  a  hundred  years.  There 
is  built-in  redundancy-so  the 
users  don't  even  notice  there  is  a 
malfunction" 

tWore  to  the  point,  perhaps, 
there  is  seldom  a  need  to  take  the 

system  out  of  service  to  make  changes  in  ..^^  ^^c, 

the  telephones  themselves  are  field-upgradable  and 
programmable  so  that  improvements  can  be  made  and 
new  functions  added  without  replacing  the  unit-another 
plus  with  SPC's  engineers. 

The  phone  system  handles  voice  and  data  A  built-in 
security  system  enables  the  staff  to  access  the  computer 
networks  from  their  home  phones.  Engineenng  work- 
stations are  integrated  into  the  system  and  can  use  a  cost- 
effective  modem  pool  to  access  external  data  bases  and 
bulletin  boards. 


"The  technology  is 
absolutely  phenomenal, 
the  quality  fantastic." 

Theodore  R.  York, 
Software  Productimty 
Cotisortium 


-  Indeed,  even 


SOFTWARE 
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Qi  AUTYASD  REUABIUTY 


At  Fujitsu's  new  semiconduaor  plant  in  Gresham,  Oi^on.  there  is 
an  obsenation  corridor  from  which  vjornrc  can  peer  through 
tightly  sealed  windows  into  the  cle;-.:  here  much  of  the 

feaor\  s  work  takes  place  Ju5t  to  get  to  ti.  >  .  ^  :.  workers  have  to 
put  on  special  anti-dust  clothing  and  take  an  air  shower 


Xujitsu  has  done  an  outstanding  job  for  us. 
IT.V  Sariabria.  I  riisys 


If  Fujitsu  is.  heart  and  soul,  a  technolog\-  company,  intellectually  it 
is  dn\  en  by  quality.  Whatever  part  of  the  company  you  deal  with,  there 
is  a  desire  to  make  the  best  produa  in  the  world.  "  obser\es  Larn.- 
Roffelsen.  vice  president.  .\S1C  operations,  at  Fujitsu  .Microelearonics' 
Integrated  Circuits  Division,  ".\nyone  who  buys  a  Fujitsu  produa  buys 
the  best  ■' 

.Meeting  The  Standards  Of  Unisys 

Fujitsu  customers  agree.  Computer  giant  Unisys,  for  example,  is  probably 
one  of  the  most  demanding  customers  any  high-tech  company  can  ha\  e 
It  has  to  be  since  its  own  quality  is  on  the  line 

The  success  of  a  company  like  ours."  explains  U'.  N.  Sanabria. 
direaor  o:'  -  -  "rnt  and  Contracts  of  Lnisys  Components  Engi- 
neering ai,..  lent  Organization,  "depends  on  our  suppliers  " 

L  nisys  measures  quality  in  financial  terms — such  as  deliver.-  and 
cost  of  inspection — as  well  as  actual  performance  Annually  the 
company  recognizes  its  top  twenty-five  suppliers.  Fujitsu  has  won  this 
co\eied  award  ^  •  •  "  ^mponents  and  for  printers  and  computer 
storage  product-  .  .  nas  done  an  outstanding  job  for  us."  says 
Sanabna  "It  is  responsive.  It  is  a  consistent  leader  in  qualitv.  " 

Reliable  Hardware 

Quality  is  a  compelling  reason  behind  Fujitsu  s  success  in  all  its  markets 
worldwide  The  reliability  built  into  FuiiLsu  products  means  reduced 

maintenance  and  operating  costs. 


MultipJe  2ir  showers  ers  -  , 
FUiitsus  Greshan.  Onei  < 
tkm  piiiu 

The  System  2^^™  mobile  route  accounting  system,  for  example,  i.- 
ru^edized.  with  built-in  diagnostics  to  prevent  failure  Fujitsu  AT.N'..- 
average  better  than  twenty  thousand  transactions  between  hardware 
failures.  The  newest  generation  of  Fujitsu  "s  5  "  and  8 "  disk  drives  have 
an  expected  mean-time-  between-failune  rating  of  200.000  hours.  In  1^8^' 
a  leading  consumer  magazine  named  Fujitsu  "s  COM.MWDER*  IK  celluhi: 
phone  as  a  "best  buy  "  for  its  ftjnctionality  and  warranty  features. 

Fujitsu  s  data  communications  products,  such  as  modems,  also  are 
noted  for  high  reliabilit\-.  The  artual  failure  rate  in  the  field  is  under  three 
per  thousand. 

"More  than  that.  "  says  Chuck  Roedel,  vice  president.  Data  Commu- 
nications, at  Fujitsu  .\merica.  'our  FMS  1000™  data  communications 
network  management  system  can  anticipate  a  degrading  line  notif\-  the 
telephone  company,  and  thus  help  the  customer  avoid  problems — 
with  a  relatively  untrained  operator  at  the  customer  s  end. " 


New  Longer  V^arrant) 

This  year  Fujitsu  .\mericas  Computer  ProdutTs  Group  backed  up  Fujitsu 
reputation  for  quality  with  a  new  five-year  warranty  on  the  company  s 
newest  generation  of       (.\12263.  "~8MB)  and  8"  (.\12392.  2GB)  disk 
drives  for  OEM  customers,  drives  wideh'  regarded  as  the  most  trouble- 
free  in  the  industn.'. 

This  is  typical  of  Fujitsu "s  growing  commitment  to  the  U.S.  market. 
Until  now  most  Fujitsu  peripherals  distributed  in  the  U.S.  were  shipped 
on  an  OEM  basis.  This  year,  however  Fujitsu  has  also  begun  working 
more  closely  with  distributors  to  market  computer  peripherals  under  the 
Fujitsu  brand  name  So  far  the  results  have  been  encouraging — a  30" 
increase  in  distribution  sales  over  the  last  half  year. 

"W  hen  push  comes  to  shove  it  is  all  a  question  of  who  can  man;, 
farture  in  volume  at  high  quality."  comments  Fujitsu  .America  Computer 
Products  Group  senior  vice  president  .Mike  Gluck.  "Fujitsu  can.  We 
believe  we  have  the  highest  reliability  and  qualitv 
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MCI 


MCI  Communications  Corporation  is  ttie  second  largest 
U.S.  long  distance  telecommunications  company.  It  pro- 
vioes  a  wide  range  of  domestic  and  international  services 
MCI  was  one  of  the  first  companies  anywhere  in  the 
world  to  challenge  the  old  monopoly  system  that  charac- 
terized the  telephone  industry  in  virtually  every  country. 
Using  advanced  technology  it  sought  to  offer  alternative 
long  distance  service,  that  was  less  expensive  and  more 
efficient.  By  providing  an  alternative,  it  promoted  free 
competition,  which  is  essential  to  an  efficient  free 
economy  such  as  the  United  States. 

MCI  has  been  a  Fujitsu  customer  since  the  ena  of  the 
197DS.  It  turned  to  Fujitsu  for  high-tech  products  that  at 
the  time  simply  were  not  available  from  other  vendors 
A  good  example  was  the  T1  Data  Under  Voice 
Multiplexer  which  allowed  data  transmission  over  an 
analog  microwave  radio  system.  This  was  followed  by 
purchases  of  additional  conventional  equipment. 

Soon  thereafter  Fujitsu  introduced  a  micro 
wave  radio  of  revolutionary  design.  Although  still 
analog,  as  compared  to  today's  digital  radios,  i: 
set  a  new  standard  and  enabled  MCI  to 
move  ahead  of  the  market  once  more. 

When  MCI  was  ready  for  fiber  optic 
transmission,  it  again  turned  tc 
Fujitsu,  installing  a  135  Mbps  (mega-  i 
bits  per  second)  system  in  Manhattan.  I 
A  joint  MCl-Fujitsu  effort  "proved-m"  ^ 
the  technical  and  economic  .  .■:  •, 
of  single  mode  fiber  transmiss : '  . 
the  prevailing  choice  of  technology 
throughout  the  industry. 

In  succeeding  years.  MCI  continueo 
to  work  with  Fujitsu  on  expanding  its 
capacity.  In  1985  MCI  instai'ec  v',c^cl"s 
first  commercial  810  Mbcs   - : :  - 
system  in  New  York.  In  'Q~;  •/ - 
in  the  world's  first  CO — f :  i  • ;  :  -  .  - 
single  mode  s".s'f~  ^  .  ;  :  ;  ; 

world's  highest:^:.:: :.  :  ••- 

lent  of  24,192  telephone  channels  over  a  sinole  paiY  of  hair- 
thin  glass  fibers. 

This  year  MCI  decided  to  exoanc  i+s  ^8  aigabit 
capacity.  "Fujitsu  was  selected  s?  •  -  -  -  -  -  "jpiier 
for  this  project  because  of  its  sup r  -  -  -  '  '^jglity 
and  reliability,  and  our  long-standing  working  relationship 
with  the  company  since  t^;  j-^  ^- .i- 
executive  vice  president  Rici'; '  .  f;-,;/ 


"Fujib-u  WIS  seleaai  for 
thLs  proiea  beoiu^e 

of  its  supenor 
ta'hnolog)-,  quality- 
and  reliabilirv.  " 
Rtcbard  T.  Uebbaber 
MCI 


LOCAL  COOPEILATLOS 
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Strategic  Alliances 

Futisu  is  also  wiJing  ^:  ecrbar-:       v  .      :  - 
is  ffie  G2ssK  esaaityle:  six  vesr? 
jump  ahead  of  the  am peSnon  anc  .-t./t  .  ^- 
cesscr; 

coanaii  the  mKie.- 
Thc  result .  •  '  -  ■ 


art  in  a  postkXi  to  ^lare-  aiabiing  tedinoiogy.' 
Lam  Rrjff^sen.  Fujitsu  Miz 
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Backing  GcmmI  Ideas 
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Fuiitsu  s  I  S -designed  SlorEdge  combines  high-capability  storage  with  mainframe-class 
performance  and  reliability  ▼ 


Case  Study 


Fujitsu  has  joined  forces  with 
Poqet  to  create  a  truly  pocket-size 
computer  that  has  all  the  power 

of  a  PC. 


VChen  Colorado-based  Intellistor  ran  much  too  far  ahead  of  the 
market  with  its  advanced  storage  technology',  Fujitsu  provided  the  finan- 
cial support  Intellistor  needed  to  survive,  as  well  as  the  manufacturing 
and  marketing  muscle  to  build  sales  —  not  only  in  the  U.S.  but 
worldwide. 

Fujitsu  s  Information  Systems  Division  has  formed  two  strategic 
alliances  under  the  umbrella  of  its  Y.E.S. — \'our  Engineering  Solution 
program,  linking  Fujitsu  s  network  of  \ARs  (Value-Added  Resellers)  to 
small  specialized  software  houses. 

One  alliance  is  with  CADAM.  which  makes  PC-based  computer- 
aided  design,  manufaauring  and  engineering  software  applications. 

Fujitsu  has  also  taken  a  stake  in  Poqet  Computer.  Together  the  two 
companies  are  pooling  their  skills  in  semiconductors,  consumer  elec- 
tronics and  computer  systems  to  develop  a  pocket-sized  IBM-compatible 
personal  computer.  Byte,  the  leading  magazine  covering  smaller 
computer  systems,  recently  praised  the  prototype  for  packing  the 
computing  power  of  a  PC  into  a  device  the  size  of  a  paperback  book. 

Such  local  cooperation  is  a  healthy  trend  in  the  view  of  Mike  Gluck 
of  Fujitsu's  Computer  Products  Group.  "Venture  capital  support  for  high 
tech  in  the  U.S.  is  not  what  it  once  was, "  Gluck  suggests.  "Fujitsu  is  one 
company  that  is  willing  to  support  good  ideas  when  they  fit  in  with  our 
overall  dirertion." 


BARNEYS  NEW  YORK 

Barneys  is  a  New  York  City  retail  apparel  institution-that's 
the  only  way  to  describe  its  170,000  square  foot  Manhattan 
store— that  has  begun  to  operate  nationally  and  even  inter- 
nationally through  a  joint  venture  in  Japan. 

With  sales  in  excess  of  $100  million,  the  company  has 
recently  opened  up-market  specially  stores  in  Manhasset, 
NY,  Short  Hills,  N.J.  and  Chestnut  Hill,  Mass.,  and  will 
open  three  additional  stores— in  Costa  Mesa,  Calif., 
Seattle,  Wa.  and  Westport,  Conn.-in  early  1990.  In  an 
interview  with  Chm  Store  Age  Executive.  Barneys  New 
York  executive  vice  president  Gene  Pressman  explained, 
"We  believe  the  time  is  right  for  our  first  expan- 
sion outside  New  York  City." 

For  its  new  stores  Barneys  New  York  selected 
Fujitsu's  advanced  Atrium9000™  POS  (Point 
Of  Sale)  system.  "We  knew  our  expansion 
couldn't  be  successful  unless  we  could 
execute  state-of-the-art  applications,"  says 
John  Antman,  Barneys  New  York  vice  presi- 
dent and  treasurer.  "There  had  to  be  a  timely 
flow  of  information  between  the  stores  and 
the  central  office,  including  payroll,  mer- 
chandising information,  sales  information 
and  store  transfers." 

Atrium9000  does  all  that.  PC-based,  it  uses 
Microsoft's  MS®  OS/2  operating  system  that 
allows  simultaneous  multitasking.  Each 
retail  store,  in  effect,  has  its  own  network 
with  a  back-office  capability.  Information 
stored  on  the  store's  controller  is  automat- 
ically pulled  daily  into  the  mainframe- 
saving  Barneys  New  York  time  and  money 

With  Fujitsu's  own  proprietary  software 
customized  by  STS  Systems  of  Dorval,  Quebec-a  firm 
that  acts  as  a  value-added  reseller  for  Fujitsu-Atrium9000 
has  a  range  of  special  features  which  make  it  both  a  time- 
saver  and  a  sales  tool.  The  transaction  set,  for  example, 
has  help  screens  and  prompts. 

The  system  can  also  do  such  tasks  as  customer 
profiling  and  payroll  capture-again  to  improve  operating 
efficiency  "It's  a  system  we  can  grow  into,"  says  Antman. 
"Its  capabilities  are  so  vast  we  haven't  even  scratched  the 
surface." 


Its  c^)abilities  are  so 

vast  we  haven't 
e\en  scratched  the 
surface" 

Jobn  Antman, 
Barnes's  New  Ifyrk 


BARNEYS 
N  E  W  Y  O  R  K 
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LOCAL  COMMITMENT 


"F 


Local  R&D  has  long  been  key  in  Fujitsu's  approacli  to  the  U.S. 
market.  It  is  not  enough  simply  to  bring  in  products  from  abroad. 
As  a  result,  most  Fujitsu  units  in  the  United  Stotes  now  have  R&D 
capability. 

"In  our  Central  Office  Switching  Division,  for  example,  three 
quarters  of  our  staff  are  engineers,"  says  Charles  Kissner  of  Fujitsu 
Network  Switching.  "Our  R&D  center  at  Melbourne  Beach,  Florida, 
supports  all  our  leading-edge  modem  products,"  comments  Chuck  Roedel 
of  Data  Communications. 

"We  have  many  engineers,  in- 
cluding design  engineers,"  notes  Utro 
Okabe,  chief  operating  officer  and  exec- 
utive vice  president  of  Fujitsu  Micro- 
electronics. "This  enables  us  to  study 
U.S.  demand  as  well  a.s  define  and 
create  new  products." 

"Fujitsu  is  not  just  a  sales  organization,"  adds  Fujitsu  Micro- 
electronics' Ken  Kat;ishiba.  "Our  investment  in  local  design  and 
engineering  expertise  allows  us  to  match  technology  to  customer 
requirements." 

This  has  already  resulted  in  a  number  of  products,  including 
EtherStar™  the  first  VLSI  (Very  Large  Scale  Integrated)  device  to  combine 
StarLANT"  and  Ethernet®  local  area  network  protocols.  Now  in  volume 
production,  EtherStar  lias  won  praise  for  its  speed  and  flexibility,  both 
from  manufacturers  and  end-users. 

Manufacturii"tT  In  The  U.S.A. 

The  same  philosophy  which  requires  local  R&D  also  leads  Fujitsu  toward 
increased  local  manufacturing  in  the  United  States.  It  is  simply  more 
■'Ticient  to  put  production  ;us  close  ;ls  possible  to  the  end-users. 


ujitsu  is  terrific.  Not  only  has  it  kept  all  the 
promises  it  made,  it's  kept  promises  it  didn't  make 

Oregon  Governor  Neil  Goldschtnidt 


"As  soon  as  sales  of  a  particular  product  reach  sufficient  volume, 
we  transfer  production  to  our  Palm  Bay,  Florida,  plant,"  says  Roedel.  At 
present  45  %  of  the  modems  Fujitsu  sells  in  the  U.S.  are  manufactured  in 
Florida — up  from  30  %  a  year  ago. 

The  locally-made  proportion  is  even  higher  for  Fujitsu's  telecom- 
munications transmission  system  products.  Half  of  what  the  Transmis- 
sion Division  markets  in  the  U.S.  is  produced  in  Richardson,  Texas.  By 
the  early  WOOs,  that  figure  should  increase  to  80  percent. 

Fujitsu  now  has  six  manufacturing 
facilities  in  the  United  States: Richardson, 
Texas  (transmission  systems  and  cellu- 
lar mobile  telephones);  Palm  Bay.  Florida 
(data  communications  equipment); 
Anaheim  (PBXs)  and  San  Diego,  Cali- 
fornia (semiconductor  assembly  and 
test);  Hillsboro  (disk  drives,  controllers 
devices)  and  Gresham.  Oregon  (semiconductor  wafer 


and  storage 
fabrication). 

The  year-old  Gresham  plant  h;is  the  distinction  of  being  the  newest 
and,  therefore,  the  most  advanced  Fujitsu  wafer  fabrication  factory.  The 
Hillsboro  facility  recently  opened  a  new  buifding,  just  about  doubling  the 
plant's  original  capacity. 

Such  growth  wins  high  marks,  of  course,  in  Oregon.  "Fujitsu  is 
terrific,"  ;isserts  Governor  Neil  Goldschmidt.  "Not  only  has  it  kept  all  the 
promises  it  made,  it's  kept  promises  it  didn't  make!" 

Fujitsu  is  also  expanding  its  manufacturing  and  R&D  capability  for 
transmission  products  in  Richardson,  Texas.  When  the  new  plant  is  fully 
operational,  it  will  generate  almost  twelve  thousand  jobs,  directly  or 
indirectly,  for  a  total  payroll  of  S287.6  million  a  year  according  to  a 
studv  bv  Bavlor  Universitv. 
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Fuiilsu  sFETEX-lsn  digital  central  office  switching  svslem  is  designed  both  for  today's  "narrowband" 

-iililk  iflophi.nc  iiftwnrk  ;uiil  fur  the  1111:1^1'  inlfiisnr  '  brn:idhand "  nciwurk  nf  liininrrnw  ▼ 


Case  Study 


Fujitsu's  commitment  to  its  customers 
IS  supported  by  a  commitment  to  the 
personal  development  of  its  own 
employees 


Local  Sourcing,  Local  Exports 

In  building  its  U.S.  manufacturing  plants.  Fujitsu  has  relied  to  a  great 
extent  on  local  contractors  and  vendors.  At  Hillsboro,  for  example,  apart 
from  proprietary  Fujitsu  equipment,  most  of  the  machinery  used  is  from 
the  U.S. — a  who's  who  of  the  best  equipment  manufacturers. 

Qualifying  local  vendors  is  a  high  priority  for  Fujitsu,  both  for 
reasons  of  cost  and  efficient  delivery  Indeed,  one  of  Fujitsu's  three  global 
qualifying  centers,  for  the  company's  worldwide  program  of  product  and 
component  sourcing,  has  been  established  in  the  Hillsboro  factory 

Using  the  same  fine  tolerance  testing  equipment  as  Fujitsu  employs 
in  Japan,  the  center's  mission  is  to  qualify  the  products  and  manufac- 
turing processes  of  U.S.  and  Canadian  companies,  both  for  domestic  and 
international  use.  "We  have  already  qualified  semii:onductors  from  Texas 
Instruments  Lab  in  Sherman,  Texas,"  says  Hillsboro's  general  manager 
Eystein  Thordarson,  "and  we  are  working  on  other  U.S.  companies." 

The  aim  of  Fujitsu's  factories  in  the  U.S.,  however,  is  not  just  to 
meet  the  needs  of  the  U.S.  market.  Fujitsu  has  begun  exporting.  There  is 
a  S26  million,  three-year  contract  for  cellular  telephones  from  Australia. 
The  Transmission  Division  has  sold  multiplexers  in  Japan. 

The  Hillsboro  factory  is  exporting  Intellistor's  Papoose  intelligent 
tape  drive  controller  and  disk  drives  to  Japan,  Europe  and  Australia. 
These  will  be  used  in  Fujitsu's  own  computers  and  sold  to  other 
computer  manufacturers. 


#5; 


FABMARK 

Fabmark  is  part  of  Lewpold  &  Stevens,  an  82-year-old 
Oregon  company  which  manutactures  high  quality 
shooting  sports  optics  as  well  as  hydrographic  and  hydro- 
logic  instruments. 

Founded  in  1976,  Fabmark  itself  is  a  precision  sheet- 
metal  company  in  Hillsboro,  Oregon,  It  builds  products  to 
the  tight  tolerances  required  in  many  high-tech  products.  It 
is  a  small  operation,  employing  fewer  than  sixty  people, 
but  it  is  also  the  kind  of  supplier  essential  to  a  strong 
manufacturing  sector  in  any  economy  Fabmark's 
customers  include  Hewlett-Packard,  Jacuzzi,  Space  Labs, 
Sequent,  Fujitsu  and  others. 

It  took  some  time  before  Fabmark  could  qualify 
as  a  Fujitsu  supplier  'When  we  started 
working  with  Fujitsu,"  recalls  Fabmark's 
operations  manager  Bill  Owen,  "we 
built  a  prototype.  They  sent  over  a 
Japanese  engineer  to  be  on  site 
with  us  and  go  through  all 
the  drawings  There  were  some- 
thing like  fifteen  hundred 
changes. 

"Really,  it  would  have  been 
so  much  easier  for  Fujitsu  to 
have  imported  the  product 
from  Japan,"  Owen  says.  "But 
Fujitsu  was  willing  to  put  the 
effort  into  developing  their  U.S. 
supplier  base, 

"Fujitsu,"  Owen  continues, 
"is  very  quality-oriented.  They  are  demanding.  They  insist 
on  excellence  in  the  parts  they  receive.  They  expect  high 
quality  and  they  are  willing  to  pay  for  it, 

"Fujitsu  has  a  desire  to  enter  into  long-term  relations 
with  their  vendors,"  Owen  adds,  "and  is  willing  to  go  to  a 
lot  of  extra  effort  to  make  the  business  relationship  work, 

"We  meet  with  Fujitsu  every  other  week,"  Owen 
explains,  "They're  willing  to  help  us  understand  their  busi- 
ness philosophy  and  are  responsive  to  our  own  goals  and 
objectives.  We  also  have  our  niche,  which  is  high  quality" 

Partly  as  a  result  of  Fabmark's  growing  long-term  rela- 
tionship with  Fujitsu-and  the  ability  to  plan  ahead- 
Fabmark  recently  built  a  brand  new  facility  near  Fujitsu's 
own,  newly  enlarged  Hillsboro  plant.  "The  relationship 
gives  us  a  good  opportunity  to  grow  from  a  small  to  a  mid- 
size company"  Owen  suggests. 


"Fujitsu  was  willing 
to  put  the  effort  into  developing 
their  U.S.  supplier  base." 

Bill  Oiven,  Fabmark 


JJJ  Jabmark^ 
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Fujitsu  Business  Communication  System  s  customer 
assistance  center  in  Tempe.  Arizona,  offers  customers 
24-hour  service 


If  anything  rivals  technology  in  Fuiitsii's  corporate  culture,  it  would 
have  to  be  the  company's  commitment  to  customer  service.  \X'hile 
at  first  glance,  the  two — technology'  and  sen'ice — might  seem 
opposites.  In  reality,  they  form  part  of  a  single  process. 

"We  treat  our  customers  like  'partners,'"  explains  Dick  Rinaldi, 
senior  vice  president  and  chief  operating  officer  of  Fujitsu  Customer 
Service. 


w 

We  treat  our  customers  like  'partners. 
Dick  Rinaldi,  Fujitsu  Customer  Service 


"W  don't  care  if  the  customer  is  small — in  fact,  we  try  not  to  treat 
small  customers  as  if  they  are  small  customers, "  adds  Larry  Roffelsen  of 
Fujitsu  Microelearonics.  "^'e  aim  to  work  with  our  customers." 

This  philosophy  was  evident  in  the  cooperation  between  the 
young  Sun  Microsystems  and  Fujitsu's  Computer  Products  Group.  Recog- 
nizing Sun's  potential,  Fujitsu  went  all  out  to  become  the  start-ups 
peripherals  supplier  Today  the  relationship  is  so  close  that  there  is  a 
unique  on-line  Sun  computer  system  in  the  Hillsboro  factory  to  test  disk 
drives  bound  for  Sun  as  they  come  off  the  production  line. 

Local  Manufacturing  Brings  Better  Service 

This  same  approach  underpins  the  expansion  of  Fujitsu's  manufacturing 
capability  in  the  U.S.  Explains  Ikuo  Yamaguchi,  general  manager  of  the 
Gresham  plant.  "When  it  comes  to  ASICs,  U.S.  customers  want  the  most 
advanced  ASIC  at  the  lowest  possible  price,  with  the  fastest  possible  turn- 
around time. 

■"One  of  the  great  benefits  of  having  a  plant  here  is  that  we  can 
improve  our  service,"  Yamaguchi  continues.  "By  having  a  design  and 
manufaauring  capability  in  the  United  States,  we  have  been  able  to  cut 
our  turnaround  by  almost  half,  reduce  our  costs  and  improve  our  effi- 
ciency in  servicing  our  customers." 

Products  That  Hold  Their  Value 

Technology  itself,  however  can  pose  problems  for  customers.  Often 
customers  are  afraid  of  committing  themselves  to  a  product  based  on  one 
type  or  level  of  technology  and  then  being  left  high  and  dry  when  tech- 
nology leapfrogs  to  the  next  stage.  "Customers  are  afraid  of  obsoles- 
cence," observes  Charles  Kissner  of  Fujitsu  Network  Switching. 

Tujitsu  doesn't  push  technology  on  its  customers,"  says  Roffelsen. 


"After  all,  not  every  customer  needs  the  most  advanced  in  what  is  avail- 
able. But  we  try  to  offer  an  upgrade  path. " 

"In  many  instances  our  technology  is  modular,  with  plug-in  units 
that  allow  the  customer  to  keep  up  and  add  on  as  the  technology  moves 
ahead  or  new  features  become  available,  "  continues  Kissner 

Round-the-Clock  Service 

An  essential  part  of  Fujitsu's  customer  commitment  is  its  service  arms. 
"What  makes  technology  work  most  efficiently,  what  makes  technologv- 
last,  is  that  the  technology  is  watched  and  maintained  properly,"  says 
Tom  Speak,  vice  president.  Sales  and  Marketing,  at  Fujitsu  Customer 
Service. 

Fujitsu  Customer  Service  has  ''5  service  locations  and  some  300 
staff  across  the  United  States  and  Canada.  Some  are  one-person  opera- 
tions; a  few  are,  in  effea,  "mom  and  pop"  businesses,  where  the  spouse 
atls  as  dispatcher  Combined  with  an  automated  service  system  at  head- 
quarters accessible  through  an  800  number,  the  result  is  a  nationwide 
average  response  time  of  2.9  hours. 

In  addition  to  Fujitsu  Customer  Service,  which  handles  most 
Fujitsu  products,  Fujitsu  maintains  separate,  dedicated  nationwide  service 
organizations  for  PBX  systems  and  facsimile  machines.  Facsimile  service 
is  provided  by  Fujitsu  Imaging  Systems  of  America,  while  Fujitsu  Business 
Communication  Systems  maintains  and  repairs  not  only  Fujitsu  PBX 
systems  but  also  voice  and  data  communications  equipment  of  many 
other  manufacturers. 


Night  and  day,  Ihe  average  response  lime 
for  Fuiitsu  Customer  Sen  ice  is  2  9  hours 


Commitment  To  Employees 

What  makes  these  service  systems  work,  according  to  Rinaldi.  is  an 
equally  strong  commitment  to  Fujitsu's  employees.  "Ours."  Rinaldi 
reasons,  "is  a  high-tech,  high-touch  business.  If  relations  between  our 
staff  and  our  customers  sour  it  affects  aU  Fujitsu's  future  business. 

"That  's  why  we  put  a  lot  of  emphasis  on  the  personal  development 
of  our  employees,"  Rinaldi  continues.  'We  invest  heavily  in  our  human 
resources.  We  reimburse  college  tuition.  In  the  end  it  makes  for  better 
more  productive  employees  and,  therefore,  better  more  efficient 
customer  service." 
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Case  Study 
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SOUTHEAST  BANK 


VWth  more  than  $16  billion  ,n  assets,  Southeast  Bank  ,s 
Flondas  second  largest  locallybased  bank  Heado  a 
2;n^M.a.ul  serves  the  state  fro.  .ore  t^^^^^^ 

Southeast  Bank  has  been  using  facsimile  machine, 
since  the  mid-igzOs.  But  in  the  last  few  yea^  hi  f  n 

S  '''''  -n'orm  tion  1 

fasfer,  both  inside  and  outside  the  bank"  notes  the  bank, 
vice  president  for  Network  Services,  ^CVmm' 
ax  r^achines  play  a  ma,or  role  in  Southeas™  eov 

maSihr'  ^'9hly  competitiv  b 

m  ket.  They  enable  the  bank  to  offer  faster,  better  ser  e 

Thanks  to  fax  machines,"  Weinman  ob 
serves  were  one  bank,  no  matter  where  you 
are  , n  the  state.  If  you  want  to  cash  a  check  at 
another  branch,  your  signature  card  can 
be  faxed  over  for  verification" 

Fax  machines  also  allow  the  bank  to 
respond  more  quickly  to  its  customers 
It  improves  the  speed  at  which  we  can 
get  information  back  and  forth  on  loan 
applications,"  Weinman  adds  This  en- 
ables the  bank  to  make  a  quick  turn 
around  on  loan  applications,  espe- 
cially auto  loans-which  is  important 
both  in  terms  of  customer  service 
and  the  bank's  competitive  position 
in  the  marketplace. 

Southeast  Bank  has  been  work- 
ing with  Fujitsu  since  mid-197Z  Cur- 
rently it  uses  383  of  Fujitsu's  dex* 
2400,  6300  and  7800  fax  machines 
For  Weinman  perhaps  the  biggest 

For  banks  this  could  be  a  major  headache  since  a  lot 
0  customer  and  correspondent  business  cor^e  n  y , 

s  o  I    faxi::r^^"^^-       '^^  ^^l^s^  mem'  y 
niore  potential  business  for  the  bank,"  Weinrn  say^^^ 


Thanks  to  fax  machines 
we're  one  bank, 
no  matter  where  you  are 
in  the  state." 
Alba  A.  Weinman. 
Southeast  Bank 


Jfe  Southeast 
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From  a  business  perspective  the  goaJ  of  R&D  is  products  that  meet 
real  needs.  Fujitsu  seeks  to  do  more — wherever  possible  to  bring 
technolog\'  to  bear  in  new  ways  and,  thus,  help  the  customer  turn 
needs  into  opportunities.  Here  is  a  sampler  of  recent  Fujitsu  products. 

More  Intelligent  Faxes: 

This  year  Fujitsu,  a  long-time  heavyweight  in  fax  technolog)^  introduced 
a  completely  new  line-up.  At  the  extreme  low  end  is  the  dex*  9  The 
dex  HO  and  150  cover  the  low  to  mid- 
range.  The  latter  has  Fujitsu's  exclusive 
FaxFon^'arding,  20-page  memor\-  and 
advanced  autodialer  capabilities. 

The  dex  440  and  450  cover  the 
upper  mid-range  of  the  produa  family 
One  feature  of  the  dex  450  is  a  unique 

"dual  technology' "  which  permits  use  of  plain  as  well  as  thermal  paper 
In  the  top  range  are  the  dex  6^00  and  the  dex  "800,  which  has  a  Group 
4  option  for  even  faster  faxing. 

Tomorrow *s  Technology  At  Your  Fingers: 

No  one  wants  to  buy  a  product  that  will  only  be  a  monument  to  having 
too  much  money  and  no  sense  of  where  technology'  was  headed 

In  introducing  its  second-generation  digital  ISDN  telephone,  the 
SRS-2000™  Fujitsu  provided  a  way  to  make  upgrading  equipment  so  easy 
customers  can  do  it  themselves 

The  SRS-2000.  handling  \  nee  and  data  transmissions  over 
the  same  telephone  line,  featur»'i  a  user-controlled  upgrade  path  to 
ilow  as  the  level  of  ISDN  netv,(  rks'  intelligence  increases.  Uith 


this  upgrade  path,  the  user  simply  has  to  slide  out  a  cartridge  and 
slip  in  a  new  one  to  keep  up  with  Fujitsu's  latest  advances  in  ISDN 
technology. 

A  Machine  That  Helps  .Make  The  Sale: 

Automation  is  fine,  but  too  often  it  almost  seems  to  require  a  Ph.D.  to 
work  the  equipment.  This  is  especially  true  of  POS  (Point  Of  Sale) 
systems  that  demand  a  lot  of  training  to  operate.  This  means  that  during 
peak  periods,  the  most  experienced  sales 
staff  have  to  be  kept  back  to  run  the 
registers. 

With  Fujitsu's  Atrium9000™  POS 
—which  will  soon  be  manufactured  and 
exported  from  the  Hillsboro  factory' — 
the  system  has  been  made  so  simple 
even  a  new  employee  can  master  it  quickly  There  are  e\'en  built-in 
prompts  to  encourage  more  sales — '  Would  you  like  a  tie  to  go  with 
that  shirt? " 

Quality  Windshield  Time: 

The  cellular  mobile  phone  is  no  longer  a  matter  of  fad  or  gadgetry.  In 
today  's  business  world,  being  able  to  turn  'windshield  time "  into  quality 
working  time  can  be  the  difference  between  being  a  winner  and  an 
"also  ran  ." 

Fujitsu  s  high  quality  COMMANDER®  family  of  cellular  phones  is 
targeted  to  the  top  end  of  the  market,  for  users  who  want  value  and 
appreciate  systems  that  can  be  upgraded.  Fujitsu  is  now  introducing 
voice  activated  phones  that  can  link  to  mobile  fax  machines. 


e  introduced  much  more  funaionality'  based 
on  feedback  from  our  earliest  customers.  " 

Charles  D.  Kissner.  Fujitsu  Setuork  Snitching 
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StorEdge  disk/tape 
storage  subsystem 


Working  With  Customers: 

Many  of  Fujitsu's  most  interesting  new  products  are  the  result  of  requests 
by  customers.  Take  the  STRAM — self-timed  RAM. 

Fujitsu  first  developed  the  STRAM  in  conjundion  with  a  customer 
who  wanted  to  replace  the  more  traditional  Fast  Static  RAM  chip.  Now  a 
standard  Fujitsu  product,  the  STRAM  allows  manufacturers  to  reduce  the 
number  of  chips  they  use,  simplifying  the  equipment  and  reducing  costs. 

The  Edge  In  Storage: 

As  the  tasks  assigned  to  computer  systems,  networks,  workstations  and 
even  stand-alone  PCs  grow  more  complex,  data  storage  becomes  more 
important.  Here  Fujitsu  offers  its  customers  an  edge  in  the  StorEdge™ 
disk/tape  storage  subsystem. 

Combining  tape  and  disk  storage  in  a  single  unit,  the  easily 
installed  StorEdge  is  compatible  with  a  wide  range  of  computer  hardware 
and  software.  It  uses  high  performance  Fujitsu  disk  drives,  offers  the 
added  security  of  a  tape  back-up  and  features  high  capacity  and  expanded 
partition  support.  Access  time  is  fast — averaging  18  milliseconds — as  is 
the  transfer  rate — up  to  1.5  MB  per  second. 

Fujitsu  is  so  confident  of  its  StorEdge  subsystem  that  it  offers  a  one- 
year,  on-site  service  warranty  to  end  users.  No  other  vendor  of  storage 
devices  backs  its  products  with  this  level  of  customer  commitment  and 
complete  support. 

The  text  of  this  special  advertising  section  was  written  by  Christopher  S.  Gray. 
Ph.D.  Dr  Gray  is  an  expert  on  Japan  and  Japanese  business  in  the  U.S. 


Case  Study 

JAIMS 

The  Japan-America  institute  ot  Management  Science, 
more  simply  JAIMS,  is  an  independent  educational  institu- 
tion in  Hawaii.  It  was  founded  17  years  ago  by  Fujitsu,  who 
saw  the  need  for  Japanese  and  American  executives  to 
learn  from  each  other  about  business  and  management 
styles  in  a  genuine  cross-cultural  setting. 

"I  really  admire  Fujitsu's  foresight  in  setting  up  this 
institution,"  says  JAIMS'  new  president,  Hideto  Kono.  A 
scholar,  former  Hawaii  state  government  official  as  well  as 
corporate  executive  with  Castle  &  Cooke,  Kono  himself 
helped  establish  the  University  ot  Hawaii's  well-regarded 
East-West  Center 

"Seventeen  years  ago  Fujitsu  was  not  that  significant 
on  the  international  scene  and  Hawaii  not  that  ready  to  be 
a  cross-cultural  meeting  ground,"  Kono  adds.  Today  the 
situation  IS  different  and  JAIMS'  approach  is  gaming  inter- 
national attention. 

The  institute  currently  offers  two , 
programs;  The  American  Manage- 
ment Program  for  students  from 
Japan;  and  the  Japan  Manage- 
ment Program  (JMP)  for  stu- 
dents from  the  U.S.,  Canada, 
Asia  and  Europe. 

Next  August  JAIMS 
add  a  Japan-focused 
Executive  MBA  program 
in  conjunction  with  the 
University  of  Hawaii.  i\ke 
all  JAIMS  programs,  it  will 
combine  management 
study  with  language 
training,  genuine  cross- 
cultural  education  and 

internships  in  leading  Japanese  companies  that  allow 
American  students  to  get  a  firsthand  look  at  Japanese 
management. 

Although  independent,  JAIMS  is  supported  enthusias- 
tically by  Fujitsu.  Annually  the  company  funds  the  Fujitsu 
Asian  Scholarship  Program,  which  enables  11  students 
from  Asian  countries,  outside  Japan,  to  study  in  the  JMP 

'This  scholarship  program  has  no  strings  attached," 
says  JAIMS  Academic  Vice  President  Dr.  Larry  Cross.  "It  is 
one  big  reason  we  are  able  to  get  top  students  from  the 
region. 

"I  can't  think  of  any  U.S.  company  that  would  think  in 
such  a  long  term  or  would  make  such  a  commitment  over 
so  many  years  to  encouraging  mutual  knowledge  and 
understanding,  as  Fujitsu  has,"  Cross  observes. 


1  can  t  think  of  any 
American  company  that  would  make 

such  a  long-term  commitment 
to  encouraging  mutual  underst^inding. " 

Dr.  Larry  Cross,  JAIMS 


Japan-America  Institute  of  Management  Science 
6660  Hawaii  Kai  Dr,  Honolulu,  HI  96825  •  ptione:  (808)  395-2314 
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ONE  COMPANY  ALL  THE  WAY 


RJITSl  AMERICA.  L>C. 

CCSPORATE  HEADQUARTERS 
?0i^  Onchard  Drive 
San  jose.  California  9>15-^ 
(408)  432  1500 

CELUUR  MOBILE  TELEPHOSE  DIMSION 
1100  Easi  Campbell  Soad 
RichaMson  Texas  '>CiSl 
(2141  6'>o  0541 

Manujaclures  and  markets  a  complete  line 
of  COMMASDEIf^  cettular  telephones 

COMFITER  PRODI  CTS  GROUP 
?Di5  Orchard  Dnve 
Sar  Jose.  California  95154-2022 
1  800-626  4686    (4OS)  432-1500 
Manufactures  and  markets  Wmcbesler 
and fienble  disc  dm-es.  tape  dn:fs. 
controllers  and  storage  s}'Siems  as  uvU 
as  a  full  range  of  user  fhendly  ingbh 
functional  printers 

DATA  COMMlNltATlONS  DnTSIOS 

Rio  Robles 
San  .lose,  California  95154-2022 
1  SOCM22^S"S    (408)  434^— 
Manufactures  and  markets  a  broad  range  of 
stand-alor,e  modems  as  uell  as  tbe  FMS  1000™ 
network  management  system 

INFORMATIOS  S^TTEMS  DIMSION 
3055  Orchard  Dnve 
San  lose.  California  9S134-2022 
(408)  432  1.500 

Markets  a  broad  range  of  engmeenng- 
related  sofiu  are  through  tbe  YE  S 
tlbur  Engirieenng  Solution)  program 


NETWORKS  DIMSION 
5055  Orchard  Drive 
San  Jose,  Cahforma  95154-2022 
(408)  452-1.500 

Sales  Office  126^0  High  Bluff  Dri« 
San  Diego,  California  92150-2013 
(610)  481-4004 

Markets  DMIX  (Digital  Multimedia 
Information  Exchange)  a  Tl  nodal 
processor  integrated  I'Oice.  data  mage 
and  iideo  transmissions,  and  related 
senices 

TR.ANSM1SS10N  DIVISION 

1100  Easi  Campbell  Road 

Richardson.  Texas  "5081 

1-800- — -F.AST  (214)690-9660 

Manufactures  and  markets  transmissions 

systems  including  fiber  optics  and  digital 

loop  earner  products 

FlJITSl  BtSI.NESS  COMMIMCATION  SYSTEMS 

^l^Ki  Miraioxa  Avenue 
.Anaheim ,  California  92806 
1  800-654-0^15    (-14)  650- -"21 
Designs  manufactures  and  markets  an 
advanced  Ime  of  PBX  (pni  ale  branch 
exchange)  systems  for  30  to  10.000  lines 
:r.:!udir.f  the  ISDS-arcbitectured  F96O0'" 

Fijirsi  co.MPO>xvr  of  .aherica.  inc. 

.^.550  Scon  Boulevard 

Santa  Clara,  CaLfomia  95054-3101 

(408)  562-1000 

Markets  and  distributes  a  broad  range  of 
components  and  peripherals  including 
bybnd  JCs  plasma  and  liquid  crystal 
displays  relays  connectors  key  boards 
thermal  printers  and  plotters 

RjrrSV  CUSTOMER  SERVICE  OF  AMERICA  INC. 

i2t>-0  High  Bbf!  Dnve 
San  Diego.  California  92150-2015 
1-80O- 545-0845    (619)  481->004 
Comprehensii'e  customer  serrice  for  Fujitsu 
products  m  the  United  States  and  Canada 
from  hoilme  response  and  technical 
information  about  products  to  maintenance 
and  repair 


FtJITSt  IM.AGING  SYSTEMS  OF  AMERICA.  INC. 

3  Corporate  Dnve,  Com-merce  Park 
Danburv-.  Connecticut  06810-9998 
l-80O-245-"O46   (205)  796-5400 
Designs  markets  and  senices  Fujitsu 's 
dex  bne  of  fax  machines  for  office 
personal  and  mobile  use 

FlJITSli  MICROELECTRONICS.  INC. 

CORPOR-ATE  HEADQIARTERS 
5545  S  Fu^t  Street 
San  Jose.  California  951,54 
(408)  922-9000 

.ADVA.NCED  PRODLCTS  D1\TS10N 
50  Rio  Robles 

San  Jose,  California  951.54-1806 
1-800-525-0054    (408)  922-9000 
Designs  advanced  microelectronic  products 
including  the  SPAFtC^  chip  family  and  tbe 
Ethernet^  controller  family 

INTEGR-ATED  CIRCUTS  DITOION 
5545  N  First  Street 
San  Jose,  California  95154 
(408)  922-9000 

Designs  manufactures  and  markets  a  broad 
range  of  standard  and  semi-custom 
semiccmductor  devices,  including  memories, 
microprocessors,  logics  and  ASICs 

MICROMAM  ,AND  OPTOELECTRO.NICS  DUISION 

5550  Scott  Boulevard 

Santa  Clara,  CaUfomia  95054-5101 

(408)  562-1550 

Markets  microwasv  and  tightwaiv 
semiconductor  devices 


FUJITSU  NETWORK  SWTTCHING  OF  AMERICA,  INC. 

ISDN  SYSTLMS  DIMSION 
5055  Orchard  Dnve 
San  Jose.  Oiioma  95134 
(408)  452-1500 

SWITCHING  DIVTSION 
4405  Bland  Road 
Somerset  Park 

Raleigh.  North  Carolina  2''609 
(919)  "90-2211 

Designs  and  markets  ISDS  temmals  and 
central  office  switching  equipment, 
including  the  FETEX-ISO  central  office 
switch 

Fiymt  SJ'STEMS  OF  ,A.MERICA,  INC. 

126-0  High  Bluff  Dnve 

San  Diego,  California  92150-2015 

(619)  481-4004 

Designs  and  markets  computer-based 
business  systems  including  retail  point- 
of-sale  and  mobile  route  distribution 
systems  and  automated  teller  machines 

INTELLISTOR,  INC. 

2120  .Miller  Drive 
Longmont.  Colorado  80501 
(303)  678-0697 

Designs  advanced,  intelligent  storage 
devices  which  are  manufactured  by  Fujitsu 

FUJITSU  CAN.ADA.  INC. 

6280  Northwest  Dnve 
Mississauga,  Ontario 

L4V  ir 
Canatla 

(416)  6^3-8666 

With  responsibility  for  meeting  tbe  needs 
of  Canadian  customers  markets  Fujitsu 's 
full  range  of  disk  dm-es  magnetic  tape 
and  printer  products,  high-speed  moderns, 
facsimile  products,  and  cellular  telephones 


FUJITSU 

The  global  computer  &  communications  company. 


,  -*  znd  S«!£3  ire  tiadenirts  t£  Fa;]tsu  Svsiemi  erf  .Hmeria.  In^  ■!  OV.MaNBE?*  is  2  repstertd  trattenart  and  SltS-2Wt>?  STorE^lgr"  znd  FMS  l(XiP"  are  iradanirks  of  Fuptsu  Amcrici.  Inc  ■  dei*  is  a  isgisttred  nadmirt  oT  FuiiKa  Imaging  Systems  ol  America, 
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Ridit  No\\( \A^teTraining 

83,000  Peo^e 
Td  W)rk  For  Y)ur  Company 


Of  the  6.5  million  people  that  live  in  North 
Carolina,  83,000  of  them  enter  the  workforce  every 
year  from  the  states  educational  facilities,  including 
14,962  community  college  graduates  with  specialized 
training  in  everything  from  chemical  compounding 
to  the  maintenance  of  diesel  equipment  That  means 
that  not  only  are  there  thousands  of  people  ready  to 
work  for  your  company  they're  trained  to  work  for 
your  company. 

In  the  last  five  years,  North  Carolina's  workforce 
has  grown  10.2%.  \Ve  have  the  largest  manufacturing 
workforce  in  the  Southeast-  over  866,000  strong. 

But  the  best  reason  to  take  a  closer  look  at  North 
Carolina's  workers  may  be  productivity.  Our  workers 
produce  $.22  more  per  $1  earned  in  wages  than  the 
nation's  other  workers  in  the  same  industries.  And 
more  productivity  from  your  workforce  means  more 
profit  for  your  company. 

When  it  comes  to  specialized  job  training, 
North  Carolina  is  impossible  to  beat  No  matter 
where  you  are  located  in  the  state,  you're  within  30 
minutes  of  one  of  the  58  institutions  that  comprise 
our  nationally  acclaimed  technical  and  community 
college  system.  And  each  of  these  North  Carolina 
schools  is  happy  to  work  with  you  to  design  training 
programs  tailored  to  your  staff s  specific  require- 
ments, often  at  no  cost  to  your  company. 

With  all  of  this  to  offer  new  and  expanding 
businesses,  it's  no  wonder  that  companies  like 
Coming  Glass  Works,  Rockwell  International  and 
iMUed  Bendix  have  chosen  our  state  to  manufacture 
their  complex  and  technically  demanding  products. 

To  learn  more  about  putting  North  Carolina  to 
work  for  you,  contact  Robert  G.  Brinkley,  Assistant 
Director-Business/Industry  Development  Division, 
North  Carolina  Department  of  Economic  and 
Community  Development,  430  North  Salisbury 
Street,  Raleigh,  North  Carolina  27611,  phone 
(919)  733-4151. 

No  matter  how  many  people  it  takes  to  run  your 
company,  North  Carolina  can  get  the  job  done. 


North  Carduna 

The  Better  Business  Climate 


COMING  HOME 
TO  GROWTH  STOCKS 


m 


As  takeover  fever  cools,  investors  once  again  are  flocking  to  old  reliables  with  solid  earnings 


It's  Back  to  the  Future  on  Wall 
Street.  Investors  are  reaching  back 
to  an  idea  from  the  past,  "growth 
stocks,"  as  the  key  to  their  future  suc- 
cess. And  it  will  be  the  shift  to  growth 
stocks  that  will  push  the  market  to  its 
ninth  consecutive  winning  year  in  1990. 

Simply  put,  growth  stocks  are  shares 
in  companies  whose  earnings  are  rising 
faster  than  average  and  are  expected  to 
remain  on  an  upward  climb.  Strange  as 
it  may  seem,  growth  was  not  a  buzz- 
word for  much  of  the  past  decade.  The 
1980s  was  the  era  of  "deal"  stocks — 
companies  about  to  be  taken  over — or 
"whisper"  stocks,  those  rumored  to  be 
deal  stocks.  Wh;.  buy  a  stock  for  lo^i 
earnings  growth  if  yon  think  you've  got 
a  bead  on  tomorrow's  takeover'? 

But  the  1990s  will  kick  off  with  a  zest 
for  growth  stocks  not  seen  m  two  de- 
cades. Of  course,  Wall  Streetei.-:  over 
•■he  years  have  been  seduced  by  srniill, 
emerging  growth  companies  in  nic^ie 
j-naiivets  that  some  think  will  double 
earnings  annually.  Remember  Home 
.Snopping  Network?  It  went  from  6  in 


May,  1986,  to  47  in  .Januan,',  1987— and 
now  trades  at  7. 

But  the  growth  stocks  that  get  the 
most  attention  these  days  have  names 
like  Coca-Cola,  Disney,  McDonald's, 
Merck,  PepsiCo,  Philip  Morris,  Procter  & 
Gamble,  Wal-Mart,  and  Waste  Manage- 
ment. "They're  'ruler'  stocks,"  says  Ed- 
ward M.  Kerschner,  chairman  of  Paine- 
Webber  Inc.'s  investment  policy 
committee.  "Their  earnings  growth  rates 
are  relatively  stable.  If  you  plot  the 
earnings  on  a  chait,  they're  straight  as  a 
ruler."  In  short,  ruler  stocks  sport  pros- 
pects for  double-digit  profit  growth — 
and,  more  important,  they  deliver  in 
good  times  and  bad. 


There's  no  tolerance  for 
earnings  disappointments' 
— even  w^hen  the  offending 
company  has  a  good  record 


tic 


The  rush  to  ruler  stocks  is  a  reactioi 
to  the  slowing  economy  and  flaggin|  -g^ 
profits.   Earnings  per  share  for  the 
stocks  in  the  Standard  &  Poor's  500 
stock  index  climbed  a  spectacular  36%  ii 
1988  after  a  snappy  21%  in  1987.  This 
year,  earnings  probably  will  post  singl 
digit  gains.  The  slump  has  been  worsen 
ing  every  quarter,  and  it  is  not  likely  t( 
bottom  out  until  mid-1990. 
DOWNRIGHT  DOUR.  Nevertheless,  equitieAr^ 
should  do  well.  The  market  has  some 
strong  fundamentals  (chart).  The  slow- 
ing economy  and  a  moderating  inflatior 
rate  should  allow  interest  rates  to  fal 
further,  and  that  will  offset  the  weak- 
ness in  profits.  The  supply  of  stocks- 
which  has  shrunk  some  25%  in  the  past 
five  years — should  continue  to  contract 
through  share  repurchases  and  take  --^J^ 
overs.  And  the  crumbling  of  the  East 
bloc  and  the  prospects  for  disarmament 
hold  out  hopes  for  lower  deficits,  highei 
productivity,  and  greater  growth. 

Remember,  too,  that  while  the  Dow 
Jones  industrial  average  climbed  nearlj 
600  points  this  year,  the  mood  on  Wat 
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,treet  is  downright  dour.  The  190-point 
linicrash  on  Oct.  13  cooled  much  of  the 
ulHshness.  Institutional  and  mutual 
und  managers  have  been  building 
ash — a  source  of  future  buying  power 
:'  interest  rates  come  down.  And  bear- 
ihness  is  rampant:  A  recent  poll  of  171 
ey  institutional  investment  managers 
onducted  by  Drexel  Burnham  Lambert 
no.  showed  52%  bearish  and  only  11% 
ullish,  the  most  pessimistic  reading  in 
16  poll's  six-year  history.  When  senti- 
lent  reaches  such  extremes,  the  market 
sually  heads  the  other  way.  A  bearish 
utlook  is  bullish  for  stock  prices. 

Hopes  are  slim  for  a  repeat  of  1989, 
.'hen  the  S&P  500  re- 
amed about  30%,  in- 
luding  dividends.  Equi- 
ij  returns  mav  even 
ill  shy  of  1988's  more 
loderate  16.8%  return, 
till,  "We'll  have  a  re- 
pectable  year,"  says 
teven  G.  Einhorn,  port- 
jlio  strategist  for  Gold- 
lan,  Sachs  &  Co.  "We 
an  still  get  a  12%'  to 
5%  total  return." 

That's  not  bad,  con- 
idering  that  govern- 
lent  bonds  yield  less 
lan  8%.  But  if  stocks 
n  average  climb  12%, 
lany  will  stay  put  or 
ead  south.  Those  with 
ne  weakest  earnings 
fill  be  left  behind. 
IDELINED.  Just  a  few 
ears  ago,  profit-poor 
Dmpanies  were  targets 
or  corporate  raiders 
nd  leveraged  buyout 
rtists.  Today,  many 
aiders  have  been  side- 
ned,  and  LBO  activity 
as  been  cooled  by  the 
reakdown  in  the  junk- 
ond  market,  the  major 
ource  of  financing. 
You  can't  buy  stock  in 

mediocre  company 
nd  expect  a  financial 
ngineer  to  take  you  out  of  it  at  a  prof- 
;,"  says  PaineWebber's  Kerschner. 
You  have  to  buy  quality." 

Even  quality  companies  can  surprise 
ivestors.  Pfizer  Inc.,  a  multinational 
harmaceutical  house,  dropped  nearly 
5 — about  6.6%  of  its  value — following 
s  Dec.  8  announcement  that  net  income 
/ould  decline  about  10%  in  1989. 

"There's  no  tolerance  for  earnings  dis- 
ppointments,"  says  J.  David  Mills,  port- 
olio  manager  of  Boston  Company  Capi- 
al  Appreciation  Fund.  Another  case  is 
IcGraw-Hill  Inc.,  publisher  of  BUSINESS 
/EEK.  The  stock  dropped  8%  in  the  days 
fter  the  company  said  1990  earnings 
'ould  come  in  at  least  10%  below  ana- 


lyst forecasts.  That  fall  came  even 
though  the  company  also  said  it  would 
implement  a  cost-cutting  restructuring 
plan.  Investors  are  growing  skeptical  of 
plans  that  aim  to  reverse  profit  slumps. 
IBM  has  dropped  $2.25  a  share  since  its 
Dec.  5  overhaul  was  announced — even 
though  it  included  a  $4  billion  stock  re- 
purchase program. 

All  the  recent  enthusiasm  for  ruler 
stocks  is  starting  to  make  some  inves- 
tors wary.  Coke,  at  791/2,  is  up  78%  since 
the  start  of  1989,  Philip  Morris  68%,  and 
P&G  57%.  Edward  P.  Nicoski,  market  an- 
alyst for  Piper,  Jaffray  &  Hopwood  Inc., 
says  that  since  early  June,  such  big 


1989  WILL  BE  A  TOUGH 
ACT  TOFOLIDW... 


DOW  JONES 
INDUSTRIAL  AVERAGE 


I  I  I  I  I  I  I  MM  I  M  I  I  I  I  I 


DEC.  1 1 


DATA.  BRIDGE  INFORMATION  SYSTEMS  INC 


...BUT  STOCKS  CAN  STILL  MAKE 
GAINS  BECAUSE  OF... 


LOWER  INTEREST  RATES  The  slow-growing  economy  should  allow  interest  rates  to 
fall  further,  making  stocks  more  attractive  than  fixed-income  securities 

MODERATE  INFLATION  The  inflation  rate  peaked  months  ago.  and  there's  no  Itint  of 
a  resurgence.  Commodity  prices  are  softening 

LIQUID  INVESTORS  There's  plenty  of  cash  in  pension  funds,  mutual  funds,  and 
money-market  funds  that  could  fuel  further  buying  in  equities 

INVESTOR  PESSIMISM  Institudonal  investors  ai"e  bearish,  and  the  public  isn't  inter- 
ested in  stocks.  But  that's  bullish  because  cash  builds  up  on  the  sidelines 

SHARE  REPURCHASES  Takeover  acdvity  is  slacking  off,  but  corporate  buybacks  of 
stocks  should  continue  to  deplete  the  supply 

'PEACE'  DIVIDEND  An  era  of  global  good  feeling  and  reduced  militaiy  spending  en- 
hances the  prospects  for  sustained  economic  growth 


moves  have  helped  propel  the  Dow  in- 
dustrials up  9.5%  and  the  S&P  500  up 
7.7%,  while  the  average  stock  is  down 
7%.  "That's  a  huge  spread,"  says  Ni- 
coski. "It  shows  that  everyone  is  trying 
to  crawl  into  the  same  foxhole." 

For  those  who  recall  the  early  1970s, 
the  growth-stock  game  sounds  a  lot  like 
the  "Nifty  50,"  an  investment  strategy' 
that  zeroed  in  on  about  50  blue-chip 
growth  stocks.  The  problem  was  that 
these  stocks  climbed  so  high  that  some 
hit  triple-digit  price-earnings  ratios. 
Their  fall  was  inevitable,  and  they  took 
the  rest  of  the  market  with  them. 

But  aficionados  insist  that  while 
growd;h  stocks  have  surged,  close  analy- 


sis shows  that  they  are  still  cheap. 
Thomas  J.  Cashman  Jr.,  portfolio  man- 
ager of  the  Massachusetts  Investors 
Growth  Stock  Fund,  says  that  at  the 
height  of  the  Nifty  50's  popularity,  the 
50  most  expensive  Big  Board  stocks,  as 
measured  by  p-e  ratios,  sold  for  more 
than  three  times  the  p-e  ratio  of  the  S&P 
500.  Today,  the  50  most  expensive  stocks 
sell  at  only  1.4  times  the  market's  p-e. 
That's  lower  than  any  time  during  mar- 
ket bottoms  in  the  1970s. 

The  renewed  interest  in  growth  also  is 
extending  to  some  small-to-medium-capi- 
talization issues.  While  few  of  these 
have  ruler-like  track  records,  investors 
are  buying  stocks  in  in- 
dustries experiencing 
explosive  growth  such 
as  cellular  telephones, 
health  care,  and  pollu- 
tion control.  Fred  Ap- 
plegate  of  Nicholas-Ap- 
plegate  Capital  Man- 
agement says  these 
stocks  are  even  cheaper 
than  the  big-cap  growth 
stocks.  Applegate's  $1.9 
billion  in  stocks  have  an 
average  p-e  of  14,  com- 
pared with  13  for  the 
S&P  500.  "Yet  all  our 
companies  should  expe- 
rience 25%  to  35%  earn- 
ings growth  in  1990," 
says  Applegate.  Among 
his  holdings:  Biomet, 
which  manufactures 
surgical  implants;  Tyco 
Laboratories,  which 
makes  fire  protection 
equipment;  and  Well- 
man,  a  plastics  recycler. 

HEALTHY  SIGN.  All  told, 

the  market's  expected 
shift  to  growth  stocks 
may  give  small-compa- 
ny issues  the  boost  they 
need  to  overtake  the  big 
names,  behind  which 
they've  lagged  every 
year  since  1984.  "The 
best  opportunities  for 
the  next  two  years  will  be  in  the  smaller 
stocks,"  says  Cabanne  Smith,  of  the 
firm  that  bears  his  name.  Among  his 
favorites:  retailers  Claire's  Stores  and 
Merry-Go-Round  Enterprises,  and  Cy- 
press Semiconductor. 

The  switch  from  deal  stocks  to  growth 
issues  is  a  healthy  sign.  "For  many 
years,  investors  were  not  willing  to  pay 
up  for  earnings  growth,"  says  Massa- 
chusetts Investors'  Cashman.  "That  peo- 
ple are  buying  these  stocks  shows 
there's  faith  in  the  future."  For  all  the 
criticism  in  recent  years  about  investor 
myopia.  Back  to  the  Future  is  a  refresh- 
ing change. 

By  Jeffrey  M.  Lademian  in  \ew  York 
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LOOKING  FOR  A  FEW  GOOD 
TAKEOVER  STOCKS? 


Unden-alued  targets  still  abound — but  the  chase  is  driven  by  strateg\-,  not  junk-bond  madness 


The  takeover  arena  has  taken  on  a 
new  sr\"le.  The  carefree  wheeling  ; 
and  dealing  that  marked  the  19SOs  ! 
is  no  longer.  Tne  turning  point  occurred  ; 
on  Oct.  13.  after  Citicorp  said  it  couldn't  j 
raise  financing  for  the  S6.9  billion  ' 
buyout  of  I'AL  Corp.  The  Dow  Jones  in- 
dustrials  plunged  190  points  that  day. 
and  the  market's  message  was  clear  It 
would  no  longer  support  hea\"ily  lever- 
aged deals.  "What 
we'll  see  in  1990." 
says  Joseph  J.  Mc- 
Alinden.  research  di- 
rector   of  Dillon. 
Read  &  Co..  ""are 
more  rational  take 
overs — acquisitions 
where  a  company  in 
one  industry  wants 
to    buy  another's 
brand  name,  sales 
force,    or  market 
dominance." 

The  good  news  for 
investors  who  hope 
to  cash  in  on  acquisi- 
tions is  that  there 
are  still  plenty  of  un- 
dervalued takeover 
targets  that  could  be 
"strategic  fits."  In 
fact,  a  few  industries 
in  particular  boast 
many  prime  candi- 
dates. Some  of  the  i 

hea\iest  takeover  ac-  :  

tion.  analysts  predict,  will  be  concentrat- 
ed in  entertainment,  regional  banking, 
foods,  and  forest  products.  In  each  of 
these  industries,  it's  cheaper  ;\ 
efficient  for  a  company  to  grov. 
acquisitions  than  by  opening  new  fac- 
tories or  bn^nches. 

FAT  KtmES.  There  will  be  no  shortage  of 
deep-pocketed  buyers.  True,  the  quintes- 
sential 19SOs  corporate  raiders  have  fad- 
ed into  the  background — men  such  as  T. 
Boone  Picken>  Jr.  or  Asher  B.  Edebnan. 
who  bid  for  c  n.panies  for  the  purpose 
of  selling  off  pit.  -  However,  the  huge 
leveraL-ed-buyout  i.  's  of  Wall  Street 
firms  have  war  chests  f  billions  of  dol- 
lar; that  can  be  rumto  i.oose  for  the 
right  deal  And  foreign  cotripanies  could 
fmd  it  ca--ier  to  penetrate  the  tough 
I  .  S.  n. -  _^kei  by    u\ing  a  hometown  fa- 
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vorite  with  a  strong  brand  name  than  by 
going  it  alone. 

In  some  cases,  investors  must  begin  to 
think  globally.  Entertainment  analysts 
point  out  that  the  coming  explosion  of 
cable  tele^ision  in  Em-ope  and  the  Far 
E^ast  could  play  an  important  role  in  the 
takeover  game.  To  pro\ide  enough  quali- 
ty- entertainment  for  their  audiences, 
foreign  cable  operators  will  have  to  up- 


11 


gi-ade  their  film  libraries  and  program- 
ming capabilities. 

A  foreign  cable  operator  could  be  at- 
tracted to  Par  .  ■  'fommun: cations 
Inc..  which  lost  ..  ;  _  ;  r  Wai-ne  •  Com- 
munications Inc.  last  summer,  even 
though  it  would  take  several  billions  of 
dollai-s  to  complete  the  acquisition.  But 
Param.ount  is  less  expensive  the^e  days: 
Its  stock  price  has  dropped  16"=.  to  S54, 


Some  of  tlie  hea\iest  action 
\^ill  be  in  regional 
banking,  entertainment, 
foods,  and  forest  products 


since  October.  The  company's  shares 
were  hurt  when  it  announced  an  unex 
pected  -?140  million  pretax  write-off  foi 
its  Simon  &  Schuster  Inc.  publishing  op^^ 
eration.  A  predator  seeking  a  smaUi 
quany  in  the  entertainment  industn 
might  opt  for  control  of  Orion  Picttirej 
Corp..  which  would  probably  requin  i:^ 
some  S630  million. 
A  less  glamorous  group  of  companiej 
that  is  nonethelesj 
chock  fuD  of  take 
over  potential  is  tht 
nation's  regional 
banks.  The  tradition 
al  restrictions  on  th( 
banks'  abilities  to  dc 
business  across  statt 
lines  is  loosening 
dramatically.  "Ta 
day.  it  makes  ncl 
sense  to  move  into  a 
new  state  with  nd 
market  share."  saya 
Katherine  Hensel  oi 
Shearson  Lehmar 
Hutton  Inc.  "S(  — 
you'll  probably  se€ 
some  banking  take 
overs  in  1990." 

One  candidate  is : 
Richmond-based  Sig 
net  Banking  Corp. 
with  2-13  branches  it 
Virginia.  Marjiand 
and  Washington 
D.  C.  Analysts  saj 
Signet's  shares  are  quite  unden-alued  e.- 
Its  stock  price  has  dropped  from  S42  ii  ■  ^ 
October  to  -534.  The  company  reportec  - 
third-quarter  earnings  of  just  Sl.04  £ 
shai-e.  This  was  down  sharply  from  . 
in  the  third  quarter  of  19SS.  but  thai 
included  significant  nonrecurring  gains  t^; 
"There  is  a  m^ket-share  game  now  ii  >.-- 
regional  banking,"  Hensel  saj^s.  She 
says  a  potential  acquirer  of  banks  in  th«  r-^; 
Southeast  is  NCXB  Corp..  the  ambitioui  ^ 
Chaiione  (X.  C.)  bank  that  "is  clearly  or  y-,. 
a  program  to  make  acquisitions." 

The  number  of  companies  in  the  papei  p  , 
and  forest-products  industries  is  alsc 
likely  to  shrink  in  1990.  "These  compa  r-", 
nies  are  generating  large  amotmts  o^ 
cash."  says  Mark  Kurland  of  Mabon  , 
Nugent  &  Co..  "so  they  can  afford  t£ 
grow-  through  acquisitions."  Analysts 


oint  to  such  prime  takeover  targets  as 
Jowater  Inc.  The  company's  major  prod- 
ct.  newsprint,  is  in  severe  ovei-supply  in 
he  U.S.,  but  it  might  be  attractive  to  a 
oreign  buyer. 
Potlatch  Corp.,  which  had  record  third- 
uarter  results,  is  also  the  subject  of 
cquisition  rumors,  analysts  say.  largely 
ecause  of  the  higher  prices  being  paid 
or  some  of  its  products,  including  tissue 
nd  bleached  board. 

"One  lesson  we  learned  in  1989  is  that 
ae  best  leveraged  buyouts  had  strong 
ash  flow^s,"  says  John  McMillin,  an  ana- 
j-st  with  Prudential-Bache  Securities 
nc.  The  food  industiy  belongs  in  that 
ategory.  Many  of  the  analysts"  top 
icks  are  household  names.  Campbell 
cup  Co.  is  a  logical  takeover  candidate, 
nalysts  say,  because  the  company's 
ew  owiiers,  the  grandchildren  of  com- 
anv  founder  John  Dorrance,  may  be 


TAKEOVER  STOCKS  TO 
WATCH  IN  1990 


Re<ent 

Take<jvef 

stod*  price 

value 

PAPER 

BOISE  CASCADE 

$42 

S80 

BOWATER 

29 

50 

POTLATCH 

36 

45 

UNiON  CAMP 

37 

60 

ENTERTAINMENT 

MCA 

67 

100 

ORION 

23 

35 

PARAMOUNT 

53 

85 

REGIONAL  BANKS 

HUNTINGTON  BANCSHARES  19 

30 

INB  FINANCIAL 

28 

46 

MANUFAQURERS  NATIONAL  52 

80 

SIGNET  BANKING 

34 

57 

FOODS 

CAMPBELL  SOUP 

51 

90 

CPC  INTERNATIONAL 

71 

100 

QUAKER  OATS 

59 

100 

DATA:  suRvrr  Of  skurities  analysts 


)oking  to  sell  out.  CPC  International 
nc,  which  owns  Hellmann's  mayon- 
aise,  could  be  attractive  to  a  European 
ood  processor  because  of  its  Knorr  dr\' 
cups  and  sauces  di\'ision.  "This  is  a 
aluable  European  di\ision  and  CPC's 
iggest  profit  entit\-,"  McMillin  says, 
oting  it  accounts  for  about  40^^  of  CPC's 
amings. 

Even  though  there  is  a  plethora  of 
argets  and  potential  buyei-s  out  there, 
ivestors  could  get  bumed.  If  a  compa- 
y  rises  on  the  strength  of  takeover  ru- 
lors.  it  could  fall  with  a  thud.  The  best 
trateg>"  for  investing  in  takeovers  is  to 
uy  stocks  that  have  healthy  long-term 
Towth  prospects.  So  if  the  takeover 
ever  happens,  the  investor  can  still 
ome  out  whole. 

By  Jon  Friedman  in  Xew  York 
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Fidelity  Brokerage- 
Fast,  x\ccurate  Sen  ice 
at  a  Great  Price 


Sare  Up  to  7(5% 

Fidelil\  Brokerage  can  help  u)u  sa\e  up  lo 
"(V'o  on  stock  trades  \s.  full-cost  bmker 
coniniiN^ions:''  W  h\  pay  for  advice  \oii 

don't  Use' 


2^-HuurSerrice 

Ydu  can  call  our  iu)-pres>uiv  iradei>  any- 
time to  initiate  a  trade,  check  a  price  quote, 
or  obtain  information  on  our  full  ranue  of 
imeslnient  opportunities. 


The  Fidelity  (J u all t]  Pk'di^e 

L  nlike  most  other  discount  brokei-s.  Fidelity  employees  will  handle  all  aspects  of  the 
service  process.  We'll  mail  \our  confirmation  \\  ithin  24  houi>  of  execution,  and  we  can 
confirm  nio.st  trades  throiiiih  our  own  order  sy  stem  \\  hile  y  ou'a"  still  on  the  phone.  Start 
tradinu  on  our  sirenuth^ 
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A  LONG-TERM  LEADER 


Magellan:  #1  for 
Long-Term  Growth. 

Fidelity  Mugellan  Fund  is  ranked  #1  of  all  mutual  funds  fur  10  and  IS  \  ear 
performance  ended  9  30  89.*  -\nd  Magellan  has  outperformed  9~^'o  of  all 
funds  for  5  \ears  and  9-i"^o  of  all  funds  for  1  year.*  Of  course  pasi  perfor- 
mance is  no  guarantee  of  future  results.  But  if  you're  looking  for  an  aggressive 
"fowih  fund,  look  at  the  record.  There  is  onl\  one  Mayellan  Fund. 

The  fund  IS  ranked  =!  uutut  .Hi.-;  runds.     uuiur-i^l  funds.  =J1  out  oi  "10fund>and       oui  of  1610  funds 
for  15. 10.  S  and  1  \ear  perfumiance  for  periods  ending  '1  30  8^)  according  to  Upper  \nal\  lical   


1-800-544-6666  M  Ifiws^ 


Fidelity  Magellan  Fund.  For  more  complete  information. 

including  nunagtnicnt  tees,  expense-  and  the  fund's  3''o  sales  charge,  call  or  write  for 
free  prospectus.  Please  read  it  carefuli\  before  investing  or  sending  money.  Fidelity 
Distribuiors  Corporation  (General  Distribution  Agent t.  PO  Box  t)(iii603.  Dallas.  T.\ 
"52Wi-0(i()3.  Service  for  the  hearing  impaired.  TDD  1-800-S-H-0118. 
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THE  PARTY'S  OVER,  BUT  THERE'S 
STILL  FUN  TO  BE  HAD 


Investors  who  want  high  yields  in  1990  should  look  to  banks,  autos,  and  utilities 


ividend  hunters  have  had  plenty 
I  to  cheer  about  in  1989.  The  Stan- 
dard &  Poor's  500-stock  index 
showed  a  powerful  14%  gain  in  dividends 
through  the  first  11  months  of  the  year, 
the  highest  since  a  15%  rise  in  1977. 
Indeed,  "this  was  one  of  the  biggest  in- 
creases in  the  entire  post-World  War  II 
period,"  says  Arnold  Kaufman,  editor  of 
S&P's  The  Outlook. 

But  investors  shouldn't  expect  1990  to 
be  a  repeat.  Dividends  generally  follow 
corporate  earnings,  and  profits  from 
March  to  December  have  been  lagging 
far  behind  the  corresponding  periods  for 
1988.  For  1989,  profits  for  the  S&P  500 
could  wind  up  with  a  gain  of  a  scant  4%, 
says  Thomas  Doerflinger,  market  strate- 
gist at  PaineWebber  Inc.  And  the  divi- 
dend increases  could  be  a  lot  less  than 
that. 

Still,  dividend  investors  can  do  well  in 
1990  by  using  a  two-pronged  strategy: 
They  can  buy  companies  that  are  paying 
out  high  dividends  and  whose  stocks 
have  been  hard  hit — thus  increasing  the 
percentage  yield.  And  they  might  also 
pick  companies  that  are  likely  to  jack  up 
dividends. 

RICH  PAYOUTS.  Take  IBM,  the  former 
growth  stock.  Shares  are  down  from  122 
in  January  to  96  on  Dec.  11.  It  an- 
nounced on  Dec.  5  that  it  was  cutting  its 
work  force  by  10,000  people  and  taking  a 
charge  of  $2.3  billion  against  fourth- 


quarter  earnings.  IBM  is  yielding  5%,  vs. 
3.3%  for  the  S&P  500,  and  is  unlikely  to 
cut  its  dividend  in  1990. 

The  Big  Three  auto  makers  also  offer 
superior  dividend  yields.  Both  General 
Motors  Corp.  and  Ford  Motor  Co.  have 
robust  annual  dividends  of  $3  and  a  yield 
of  6.7%.  Chrysler  Corp.,  the  hardest  hit 
of  the  Big  Three  in  1989,  has  a  dividend 
of  $1.20  and  a  yield  of  6.2%.  "From  a 


true  yield  standpoint,  the  auto  compa- 
nies are  providing  a  rich  payout,"  says 
John  Kirnan  of  Kidder,  Peabody  &  Co. 
"But  we're  not  anticipating  any  dividend 
hikes  for  next  year"  because  of  softj 
sales  and  pricing  pressures  on  the  car- 
makers. 

Bank  stocks  have  been  taking  hits ' 
lately,  and  many  offer  above-average 
yields.  Analysts  say  Manufacturers  Han- 


ALL  FIRED  UP  ABOUT  NATURAL  GAS 


CHARLES  I.  CLOUGH 


It's  not  his  main  job  as  Merrill 
Lynch  &  Co.'s  chief  investment 
strategist,  but  Charles  I.  Clough 
loves  unearthing  out-of-favor  stocks 
that  are  poised  to  rebound.  His  favor- 
ite natural-gas  stocks  offer  above-aver- 
age dividend  gains. 

Clough  favors  Sonat  Inc.,  which 
pays  an  annual  dividend  of  $2  and  has 
a  4.2%>  yield;  and  Tenneco  Inc.,  offering 
annual  income  of  $3.04  and  a  yield  of 
4.9%.  "These  are  good  for  investors 
who  want  not  only  an  above-average 
yield,  but  growth,  too.  Buyers  might 
4'-.:.  100  basis  points  less  in  the  current 
-  I  but  that  could  grow  at  d<  uble- 


digit  rates  in  the  near  future,"  he  says. 

Although  these  stocks  haven't  had  a 
dividend  increase  in  a  few  years, 
Clough  is  undaunted:  "It  isn't  a  nega- 
tive. Instead,  it's  a  sign  that  the  indus- 
try is  close  to  the  bottom  of  its  cycle. 
It  means  that  things  are  about  to  get 
better." 

Clough  sees  the  industry  reviving  in 
the  1990s  because  natural  gas  creates 
less  smoke  when  burned  than  other  fu- 
els do,  so  electric  utilities  will  continue 
to  use  more  of  it.  Concludes  Clough; 
"There  will  oe  a  rising  demand  after  a 
decade  of  inactivity." 

By  Jon  Friedman 


CLOUGH:  BETTING  ON  CLEANER-BURNING  FUEL 
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STRATEGIES  FOR  STOCK! 


The  eagle  has  landed. 

In  Oklahoma  and  Mississippi.  Georgia  and 
Alabama.  Where  few  bald  eagle  nests  have 
produced  young  in  the  last  50  years.  Using 
precious  e^  and  dedicated  effort,  the  Sutton 
Avian  Research  Center  is  successfully  raising 
eaglets  from  fuzzy  to  fierce.  And  releasing 

them  into  the  habitats  bald  eagles 

used  to  call  home 
Phillips  Petroleum 
supports  this  unique 
prcgram  to  re-establish 
our  endan^red 
national  symbol. 


After  all,  if  Man  can 
land  an  Eagle  on  the  moon,  he  ■ 
can  surely  keep  them  landing  on  the  eartn.<^ 

for  more  information,  contact  the  George  Miksch  Sutton  Avian  Research  Center;  Inc.,  PQ  Box  2007,  BartlesviUe,  OK  74005,  (918)  ,^.^6-7778. 


DELITY  CASH  RESERVES 


Compare  Our  Money 
Market  to  Your  Bank's 

High  Current  Yields 

Cash  ReSLTNes'  yields  haw  been  aiiisistentl\ 
higher  than  llie  a\erage  rates  for  bank  money 
market  aco  )unts  and  sa\  ings  accounts. ' 

Stability  and  Flexibility 

W  bile  not  FDIC  insured  like  bank  products.  Cash  Reserves  is  protessionalK  managed  to 
maintaui  a  stable  SI  share  price  .\nd  Ciish  Reserves  offers  free  checkw  riting.  2-t-bour  service 
and  more'  Consider  it  for  your  IR.\  or  Keojjh.  For  more  complete  information  including 
management  fees  and  expenses,  call  for  a  free  prospectus  Read  it  carehilh  before  you  invest 
or  send  money 

Call  toll-free  24  hours 

1-800-544-6666 


Fidelity  Cash  Reserves 

8.41 

Effective  Yield* 

8.08" 

Current  Yield* 
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Are  You  Ready 
for  Europe  1992? 

...Fidelity  Europe  Fund  Is! 

Moiuiiiieiital  changes  are  occtM  riiigtlirouglioiit  F.iiropc  as  many  remaining  trade 
barriers  are  being  remo\e(l.  allow  ing  countries  and  companies  to  trade  more  treeK. 
Fidelity  I- tirope  Fund  gi\es  \()U  easy  access  to  the  new  in\estment  opportunities  being 
created  now  as  we  move  toward  Hurope  Wl. 

.\s  w  ith  any  stock  fund,  share  price  and  retm-n  w  ill  vary,  and  \ou  ma\  have  a  gain 
or  loss  on  your  shares.  You  should  also  be  aware  of  the  greater  risks  as  well  as 
greater  poteniial  rewards  of  foreign  iinestmeiits.  Call  Fidelity  today  to  tap  the 
groii'th  potential  of  this  exciting  market! 


Fidelity  Europe  Fund,  u  ir  more  tompk-If  iiilornialion.  iiRiiidiiin  niaii- 
.iHiMiicni  kc^,  ( MM    .111(1  llic  limd  s  J  ,  sak's  tharijf  and  1"-.  dcttMivd  sales  cliarijf. 
plrasc  (.all  or  w  riu  lor  a  Ircc  prospt  i  iiis  Kt  .id  it  carctulK  hclorc  mui  m\csl  or  sund 
iiionc  lidilit\  DislrihiilorsCorpor.ilioii  ((.cni  r.il  DiMribulioii  \';cnl)  I'O  Ho\  ddiKid-;, 
Dallas  r\  "SJdd-dlidi  ,SiT\icf  for  tin-  htarinu  impaired  TDf)  I  «()()-=;  IS. 


Call  toll-free  24  hours 

1-800-544-6666 
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over  Corp.,  which  has  a  hefty  annuall 
dividend  of  $3.28  and  a  yield  of  9.6%,  canj 
maintain  it.  By  agreeing  to  sell  60%  of| 
its  CIT  Group  business-lending  unit  to  Ja- 
pan's Dai-Ichi  Kangyo  Bank  Ltd.,  the 
big  New  York  bank  could  pick  up  about; 
$1.28  billion.  Other  above-average  per- 
formers include  Chase  Manhattan  Bank,!, 
with  a  dividend  of  $2.36  and  a  yield  of| 
6.7%,  and  Citicorp,  which  pays  $1.60  and' 
yields  5.6%. 

Perhaps  the  best  dividend  plays  are 
be  found  in  companies  that  already  pa; 
above-average  yields  and  are  likely 
boost  them  in  1990.  The  regional  tel( 


COMPANIES  THAT  MAY  BOOST 
DIVIDENDS 


Company 

Dividend 

1989 

1990 

AMERICAN  HOME  PRODUCTS 

$3.88 

$4.30 

AT&T 

1.20 

1.40 

BANKERS  TRUST 

2.08 

2.32 

BRISTOL-MYERS  SQUIBB 

2.00 

2.20 

CAROLINA  POWER  &  LIGHT 

2.84 

2.96 

CENTRAL  &  SOUTH  WEST 

2.60 

2.76 

CON  EDISON 

1.72 

1.84 

KANSAS  POWER  &  LIGHT 

1.76 

1.80 

NYNEX 

4.36 

4.60 

PSI  HOLDINGS 

0.80 

1.00 

POTOMAC  ELEQRIC  POWER 

1.46 

1.54 

UNIVERSAL  CORP.  HOLDING 

1.40 

1.54 

US  WEST 

3.76 

4.00 

WOOLWORTH 

1.88 

2.12 

DATA:  SURVEY  OF  ANALYSTS 


phone  stocks,  thanks  to  strong  cash 
flows  and  healthy  earnings,  are  a  sure 
bet  to  raise  dividends.  Analysts  expect 
the  seven  Baby  Bells  to  increase  pay- 
ments on  average  by  T/(.  U.  S.  West  is 
expected  to  raise  its  dividend  from  $3.76 
annually  to  $4.  Nynex  Corp.'s  dividend 
rate  is  $4.36,  which  could  rise  to  $4.60. 
At  cCirrent  stock  prices,  the  two  compa- 
nies will  offer  annual  returns  of  5.5%>. 

The  already  high-paying  electric  utili- 
ties are  likely  once  again  to  boost  divi- 
dends. Analysts  say  the  utilities'  divi- 
dends should  grow  in  1990  at  a  rate  of 
3''f,  slightly  above  the  earnings  average 
gain  of  2.5%.  Several  companies  boast 
strong  yields,  including  Central  &  South 
West  Corp.,  with  6.9%,  and  Consolidated 
Edison  Co.,  offering  a  return  of  6.4%. 

Companies  that  raise  their  dividends 
will  probably  do  so  in  the  first  few 
months  of  the  new  year.  Most  corpora- 
tions hold  their  annual  shareholder 
meetings  in  the  spring,  and  they  like  to 
please  shareholders  by  announcing  the 
dividend  increases  as  soon  as  possible. 
Happy  New  Year. 

By  Jon  Friedman  in  New  York 


it2  8UGif.:  S  WEEK/DECEMBER  25.  1989 
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ROLL  OVER  OR  TRANSFER  YOUR  IRA! 


Fidelity: 


Your  Retirement 
Specialist 

If  you're  changing  jobs  or  retiring... 

Fidelity  can  help  you  make  the  most  of  your  pension  savings.  Did  you  know  that  your  retirement  distribution 
must  be  rolled  over  to  an  IRA  within  60  days  of  receipt  to  retain  its  special  tiix  treatment?  Having  the  answers 
is  an  important  step  in  managing  your  retirement  plan  distribution.  Fidelity's  no-pressure  Retirement 
Specialists  are  here  for  you  with  helpful  answers  to  your  retii'ement  distribution  and  investment  questions. 

Rolling  over  to  a  Fidelity  IRA  provides  a  variety  of  tax-advantages  so  your  retire- 
ment assets  can  accumulate  more  quickly. 

|/  You  postpone  paying  income  taxes. 
✓  Your  retirement  savings  continue  to  grow  tax-deferred. 
|/ You  avoid  a  possible  10%  tax  penalty. 

Whether  you're  rolling  over  a  cash  distribution  or  securities  from  an  ESOP, 
Fidelity's  free  Rollover  IRA  fact  kit  contains  everything  you'll  need. 

Or  simply  looking  for  a  better  place  for  all  your  IRAs... 

If  you  have  IRAs  elsewhere,  you  can  bring  them  all  together  with  a  Fidelity  IRA  and  benefit  from  Fidelity's 
experience  in  managing  retii'ement  assets.  You  can  diversify  your  Fidelity  IRA  among  over  50  no-load  and 
low-load  funds,  as  well  as  CDs  and  individual  stocks  and  bonds.  And  Fidelity  makes  it  easy  to  keep  track  of 
your  retirement  accounts  with  one  simple  consolidated  statement.  Plus,  you'll  receive  a  special  retirement 
newsletter. 

Let  our  Retirement  Specialists  show  you  how. 

Rolling  over  or  transferring  to  a  Fidelity  IRA  is  easy  and  tax-free. 

Visit  one  of  our  local  Investor  Centers  or  Call  Today! 


Call  1-800-544-6666  24hoiii# 


For  a  Free  IRA  Fact  Kit  including  a  prospectus  with  mure  complete  information, 
including  management  fees,  operating  expenses,  transaction  expenses  and  any  applicable  sales  charges  or 
redemption  fees.  Read  the  prospectus  carchilK  before  \ou  invest  or  send  money.  Fidelitv  Distributors  Cor- 
poration (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266-0603. 
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WHY  'CASH  FLOW 
MIGHT  STILL  BE  MAGIC  WORDS 


The  raiders  and  LBO  artists  mav  have  cooled  their  heels,  but  thev  weren't  the  onlv  buvers  out  there 


I 


It  took  the  takeover  and  leveraged 
buyout  gusher  of  the  1980s  to  teach 
I  investors  the  importance  of  cash 
flow.  Market  watchers  have  learned  that 
raiders  home  in  on  companies  with  bulg- 
ing cash  flows  for  the  same  reason  Wil- 
lie Sutton  robbed  banks:  That's  where 
the  money  is. 

Now.  investors  will  have  to  learn  a 
harder  lesson:  patience.  The  ailing  junk- 
bond  market  means  fewer  bonanzas  foi' 
shareholders  of  takeover  stocks.  But  in- 
stead of  fading  as  quickly  as  Batman  T- 
shirts,  cash-flow  investing  is  still  a  good 
way  to  pick  winners.  "It  might  take 
longer.  But  if  the  values  are  there  on  a 
cash-flow  basis,  they  will  be  realized," 
says  Geoffrey  Harris,  vice-president  of 
Boston  brokers  Tucker  Anthony  Inc. 

Corporations  are  still  potent  acquirers, 
even  if  raiders  and  LBO  artists  are  sitting 
on  the  sidelines.  Thanks  to  solid  credit 
ratings,  plenty  of  companies  can  shun 
the  shaky  junk  bond  market  and  borrow 
money  from  banks.  And  even  without 
takeovers,  companies  with  rich  cash 
flows  can  be  expected  to  put 
their  money  to  work  in  other 
ways  that  enrich  shareholders, 
such  as  by  buying  back  stock, 
hiking  dividends,  or  cutting  debt. 

Besides,  most  cash-flow  inves- 
tors are  not  trying  to  pick  take- 
over stocks  but  to  discover  an- 
other, more  honest  story  than 
the  one  told  by  earnings.  Most 
simply,  cash  flow  is  a  measure  of 
how  much  spendable  cash  a  com- 
pany's operations  generate.  The 
cash-flow  analyst  starts  with  net 
income  and  then  adds  bookkeep- 
ing charges — such  as  deprecia- 
tion— back  in  because  they  don't 
actually  remove  any  cash  from 
the  corporate  coffers. 
ONE  QUESTION.  Unlike  earnings, 
one  difficulty  of  using  cash  flow 
is  that  many  analysts  have  their 
own  definitions.  Each  begins 
with  the  same  data  but  tweaks 
them  a  little  differently.  Most  of 
their  differences  revolve  arour/l 
the  best  way  to  estimate  fret 
cash  flow.  This  is  a  more  reveal- 
number  that  measures  how 


Broker  Geoffrey  Harris:  Today, 
investors  have  to  learn  patience 


to  keep  the  company  running — mainly, 
capital  expenditures. 

But  all  analysts  want  to  answer  the 
same  question:  Is  the  price  tag  that  the 
stock  market  has  put  on  the  company  a 
bargain  when  compared  to  the  actual 


SOME  FAVORITES  OF 
CASH-FLOW  PROS 


:ng 


nuch  cash  flow  is  left  over  after 
subtracting  what  must  be  spent 


Company  Price 

earnings 

Price-free 

Price  per 

ratio'  cash-flow  ratio'* 

share 

OPPENHEIMER&CO. 

ALUMINUM  CO.  OF  AMERICA 

6.7 

4.0 

75V4 

INLAND 

6.8 

2.6 

313/4 

LOCKHEED 

11.4 

3.8 

795/8 

NASHUA 

16.2 

6.1 

371/2 

STONE  CONTAINER 

4.5 

4.2 

24  V2 

OUTBOARD  MARINE 

24.5 

2.4 

263/4 

TUCKER  ANTHONY 

DOW  CHEMICAL 

7.0 

4.8 

67% 

DUN  &  BRADSTREET 

14.0 

6.5 

423/8 

INTERNATIONAL  PAPER 

7.0 

4.6 

54 

PENNZOIL 

14.0 

7.2 

86V2 

SOUTHWESTERN  BELL 

16.0 

6.0 

30 

UNIVERSAL  HEALTH 

16.0 

2.4 

8% 

SYSTEMATIC  FINANCIAL  MANAGEMENT 

AMERICAN  HOME  PRODUQS 

15.8 

19.2 

107% 

UNCE 

18.4 

19.6 

231/2 

LUBRIZOL 

9.4 

14.6 

3778 

NCR 

11.5 

9.2 

6OV2 

NORFOLK  SOUTHERN 

10.7 

14.8 

385/8 

NUCOR 

20.6 

12.7 

58% 

For  quarter  ended  9/89 
DATA:  OPPENHEIMER&CO., 


"for  year  ended  12/J 
TUCKER  ANTHONY,  SYSTEAAATIC  RNANCIAl  MANAGEMENT 


cash  the  company  generates?  That's 
why  analysts  look  at  the  ratio  of  price  to 
free  cash  flow. 

Currently,  the  cash-flow  pundits  are  in 
agreement  on  where  to  look  (table).  Ba- 
sic industrial  companies,  such  as  paper, 
chemicals,  aluminum,  and  steel,  are 
showing  up  on  their  computer  runs. 
Many  of  these  companies  spent  heavily 
in  the  early  1980s  to  rebuild  and  have 
been  generating  large  free  cash  flows 
during  the  robust  economy  of  the  past 
few  years.  And  fate  could  continue  to 
smile  on  the  balance  sheets  of  many  of 
them.  Free  cash  flow  will  fatten  whenev- 
er capital  spending — a  main  user  of 
cash— declines  and  depreciation — a  big 
cash  booster — increases.  That's  why  "in 
aggregate,  American  industry  is  experi- 
encing rising  discretionary  cash  flow," 
says  Michael  Metz,  chief  market  analyst 
at  Oppenheimer  &  Co. 

Take  Nucor  Corp.  The  stock  is  trading 
at  a  price-earnings  ratio  of  20.2,  which  is 
higher  than  the  market's  average  p-e  ra- 
tio of  13.  However,  Nucor  is  trading  at 
only  12.5  times  its  estimated  free 
cash  flow,  well  below  the  market 
average  of  23  for  that  multiple, 
says  Kenneth  S.  Hackel,  presi- 
dent of  Systematic  Financial 
Management.  And,  at  an  average 
SlOO  million  per  year  over  the 
last  four  years,  says  Hackel,  Nu- 
cor's  free  cash  flow  is  a  key  mea- 
sure of  financial  health.  It  could, 
if  it  wanted,  pay  off  its  debt  in 
30  months,  he  explains. 

Of  course,  if  a  serious  reces- 
sion hits,  some  bets  are  off.  Man- 
ufacturers are  generally  in  cycli- 
cal industries  that  suffer  declines 
in  earnings  and  cash  flow  alike 
in  bad  times.  And  in  recent 
months  the  market  has  shown  a 
preference  for  stocks  with 
strong  earnings  growth.  So  cash- 
flow investing  is  a  somewhat 
contrarian  move  at  the  moment. 

But  cash-flow  investing  is  here 
to  stay.  Investors  that  ran  to  it 
as  a  way  to  pick  deal  stocks  may 
be  di'opping  out.  Yet  those  who 
believe  in  it  also  believe  that  now 
is  a  good  time  to  buy  cash-flow 
bargains. 

By  Leah  J.  Xathatis  in  Neiv  York 
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Introducing 

0KI/^^"500 


Now  long  documents 
won't  have  you 
climbing  the  walls. 

You  may  not  even  know  you  need  an 
automatic  paper  cutter  until  that  first 
20-page  transmission  snakes  across  the 
office  floor.  Or  an  auto  document  feeder 
that  keeps  things  moving  by  eliminating 
those  toe-tapping  lines  clogging  the 
mail  room.  Both  are  standard  features 
with  OKIFAX  500. 

That's  the  strength  of  every  new 
OKIFAX:  each  comes  equipped  with 
standard  features  that  cost  extra  on  the 
so-called  "bargain"  faxes.  Like  a  high- 
capacity  auto-dialer  on  OKIFAX  700. 
And  memory  broadcast  on  OKIFAX  800. 

Test  drive  an  OKIFAX  500, 700,  or 
800  today  Sold  exclusively  at  author- 
ized OKIDATA  computer  dealers 
For  the  name  of  the  dealer  nearest 
you  call  1-800-OKIDATA. 


OKIDATA 

an  OKI  AMERICA  company 

We  put  business  on  paper. 


OKIDATA  is  a  registered  trademark  of  Old  America,  Inc..  Marque  deposee  de  Old  America,  Inc. 
OKIFAX™  is  a  trademark  of  Oki  Electnc  Industry  Co.  Ltd. 
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LOOK  FOR  LOTS  OF  BANG 
FROM  SMALL-CAP  STOCKS 


Plenty  of  smart  money  is  riding  on  secondary-market  companies  that  seem  poised  to  take  off 


lever  mind  that  small-capitaliza 
tion  stocks  lagged  behind  the  big 
I  boys  in  1989.  For  1990,  pros  are 
betting  that  the  place  to  hunt  for  high- 
fliers is  in  the  world  of  still-undervalued 
secondary  stocks. 

Analysts  who  track  speculative  activi- 
ty say  there  hasn't  been  any  overheating 
in  this  market.  That  means  there's  plen- 
ty of  room  for  upward  movement.  Indi- 
cator Digest's  New  Speculation  Index 


One  company  that  Nurock  cites  for  its 
healthy  cash  flow  as  well  as  a  clean 
balance  sheet  is  International  Research 
&  Development,  which  conducts  tests 
for  major  food,  pharmaceutical,  and 
chemical  companies.  International's  to.xi- 
cology  laboratory,  which  evaluates  the 
safeness  of  chemicals,  drugs,  and  agri- 
cultural products,  has  had  "super 
growth,"  he  says. 

International  Research  has  posted  im- 


tlurock:  "Swim  against  the  tide  and  come  out  with  terrific  winners" 
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shows  a  reading  of  177",  up  from  a  re- 
cent low  of  just  under  157.  Readings 
above  307  indicate  excessive  speculative 
activity. 

The  pros  believe  there  are  scores  of 
undiscovered  stocks  that  could  reward 
the  daring.  "The  market  may  not  look 
too  comforting  now,  but  the  individual 
investor  can  surely  still  swim  against 
the  tide  and  come  out  with  terrific  win- 
ners," says  Bob  Nurock,  editor  and  pub- 
lisher of  The  Astute  Investor,  a  market 
newsletter  in  Paoli,  Pa.  Nurock  likes  to 
fish  for  smaller  companies  capable  of 
raising  their  market  share  in  niche  busi- 
nesses. "They're  better  bets,"  he  says, 
"even  during  an  economic  downswing." 


pressive  profit  margins  and  earnings 
growth  over  the  past  five  years,  and 
Nurock  expects  the  trend  to  continue. 
He  figures  that  earnings  for  the  year 
that  ended  in  September,  1989,  climbed 
to  about  80$  a  share,  vs.  the  year  be- 
fore's  65$.  For  1990,  Nurock  sees  earn- 
ings rising  to  $1.05.  He's  betting  that 
International  Research,  now  trading  at 
around  10,  should  top  its  previous  high 
of  14  in  the  next  12  months. 

Other  aggressive  players  are  looking 
at  companies  that  could  benefit  from  the 
rising  activity  in  big-city  infrastrucure 
projects.  Mark  Boyar,  who  heads  a  New 
York  investment-management  firm  that 
scouts  for  companies  with  underpriced. 


hidden  assets,  has  been  buying  shares  o 
Perini,  a  major  construction  company 
Trading  on  the  American  Stock  Ex- 
change at  34,  Perini  is  selling  near  its§ 
high  of  39,  reflecting  its  booming  busi- 
ness in  New  York.  Boston,  and  Philadel- 
phia. Based  on  Perini's  assets,  says  Bo- 
yar, the  stock  is  worth  $60  a  share.  Big 
investors,  he  adds,  have  yet  to  discover 
Perini,  which  also  owns  valuable  real  es-  W 
tate  properties  in  Arizona,  Florida,  and 
California 

Boyar  also  believes  that  in 
vestors  have  yet  to  recognizeiililH 
the  profit  potential  of  Perini's 
environmental  business.  Itspwi 
Perland  Environmental  Tech 
nologies  division,  a  joint  ven 
ture  with  Ashland  Oil  andlWb 
Versar,  offers  engineering  jji 
and  construction  services  for  ft^i 
handling  hazardous  materials 
and  environmental-cleanup 
problems.  Boyar  expects  Per- 
ini to  spin  off  part  of  Perland  L 
to  establish  a  market  value 
for  its  operations.  He  esti- 
mates that  Perini's  earnings 
will  jump  to  $3  a  share  for 
1989  and  to  $3.30  in  1990,  up 
from  1988's  70$ 
OIL'S  WELL.  One  smart-money 
group  is  looking  for  highfliers 
in  the  oil  patch.  It  isn't  buying 
oil  and  gas  stocks,  though.  In- 
stead, the  focus  is  on  an  Okla 
homa  bank  that  serves  the  en- 
ergy industry:  Bank  of  Mid 
America.  It  has  lost  moneyj^ 
since  1986,  mainly  because  off*! 
the  problems  that  plagued  the  oil  indus- 
try. But  now  that  the  energy  sector  has 
started  to  recover  and  real  estate  values  pii» 
in  the  oil  patch  have  begun  to  firm,  the 
bank's  fortunes  have  turned  upward, 
too.  It  will  chalk  up  modest  profits  of 
80$  a  share  for  1989,  says  one  analyst, 
and  that  should  jump  to  as  much  as''-' 
$1.20  in  1990. 

This  analyst  thinks  Bank  of  Mid-'' 
America  is  undervalued  based  on  its  as- 
sets. Now  trading  at  about  10,  the  bank 
has  a  potential  value  of  about  $18  a' 
share,  he  says.  One  New  York  money 
manager  believes  the  bank  is  an  alluring' 
takeover  target  for  a  bigger  financial 
institution.  ' 
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\.mong  Bank  of  Mid-America's  big 
ireiiolders  is  Robert  Torray,  a  money 
nager  and  asset-value  investor  in  Bal- 
lore  who  has  accumulated  a  17% 
,ke.  Another  stakeholder  is  Energy 
covery  Fund  Limited  Partnership, 
ich  owns  16.8%. 

n  the  crowded  world  of  television, 
ne  pros  are  tuning  in  to  Telemundo 
3up,  one  of  the  U.  S.'s  two  Spanish- 
guage  networks.  The  company  has 
,  to  make  any  money,  and  analysts 
'.  further  losses  over  the  next  two  to 
ee  years.  Still,  some  investors  are 
ipping  up  shares.  Why?  Telemundo  is 


SPECULATIVE  STOCKS 
FOR  THE  DARING 


ompany 

iusiness 

1988-89 
high 

Recent 
price 

iRCHER  COMMUNICATIONS 

l-D  sound  technology 

$21 

$18 

lANKS  OF  MID-AMERICA 
)klahoma  commercial  bank 

11 

10 

:ANISTER  CONTINENTA. 

'ipeline  construction 

14 

11 

OLUMBIA  LABORATORIES 

Vomen's  sanitary  product 

19 

16 

OURIER  DISPATCH  GROUP 

cheduled  courier  service 

4% 

4V2 

CC  INTERNATIONAL 

Allltary  training  systems 

8V4 

5% 

;raham 

'acuum,  heat-transfer  equipment 

41 

20 

;r£ENMan  brothers 

oys,  stationery  supplies 

83/8 

6V2 

NTL.  research  &  DEVELOPMENT 

ihemical  and  drug  evaluation 

14 

10 

nterspec 

Jitrasound  diagnostic  systems 

71/4 

3V2 

lEW  RETAIL  CONCEPTS 
Jo  Excuses  jeans 

6% 

3Va 

■ERINI 

ionstruction  and  real  estate 

39 

34 

'ROSPECT  GROUP 

nvestments 

13V2 

14 

TERLING  SOFTWARE 

lomputer  softw/are  products 

93/8 

8% 

lOLT  TANKERS  &  TERMINALS 

Container  tankers 

29 

21 

UPERIOR  TELETEC 
Copper  wire  and  cable 

33/8 

2V2 

ELEMUNDO  GROUP 
-lisponic  TV  network 

83/4 

5V2 

DATA:  SURVEY  OF  MONEY  ^AANAGERS,  BW 


!  only  publicly  traded  television  vehi- 

for  the  Hispanic  market. 
Felemundo  President  and  CEO  Henry 
rerman,  who  says  his  network  will 
iloit  the  largely  untapped  Hispanic 
v^ertising  market,  insists  that  the  com- 
ly  has  turned  the  corner.  Telemundo 
1  be  "net  cash-flow  positive"  by  the 
i  of  1990  and  should  be  in  the  black 

1992,  he  says.  One  analyst  notes  that 
lile  Hispanics  make  up  10%  of  the 


U.  S.  population,  Hispanic  television  ad- 
vertising totals  only  $300  million — a 
mere  1%-  of  total  TV  advertising. 

One  major  investor  in  Telemundo  is 
Reliance  Capital  Group,  of  which  Silver- 
man is  also  president.  Reliance  Capital  is 
a  unit  of  Reliance  Group  Holdings, 
which  is  headed  by  New  York  financier 
Saul  Steinberg.  One  analyst  says  that  by 
1990,  Telemundo  shares  could  double 
from  their  current  level  of  5. 

Speculative  money  is  also  on  Archer 
Communications,  a  tiny  Canadian  compa- 
ny that  claims  to  have  developed  a 
"three-dimensional"  sound  technology 
that  some  investors  describe  as  a 
breakthrough.  Archer  says  its 
Qsound  computer-mixing  process 
can  make  recordings  with  very  real- 
istic three-dimensional  sound  effects 
for  conventional  stereo  equipment. 
Archer's  shares  started  trading 
over  the  counter  in  the  U.  S.  in  Feb- 
ruary, posting  a  high  of  21.  Current- 
ly at  18  in  the  U.  S.,  the  stock  trades 
actively  even  though  the  company 
has  yet  to  make  any  money.  Some 
pros  speculate  that  a  big  contract 
with  a  giant  consumer-products 
company  will  be  signed  before  long. 
Chairman  George  Folsey  Jr.,  who 
produced  Michael  Jackson's  Thrill- 
er video,  also  expects  to  sign  a  deal 
with  Nintendo,  says  one  investor. 
Several  industry  bigwigs  have 
bought  stock  in  the  company  on  the 
basis  of  Folsey's  solid  reputation  in 
the  music  and  recording  business. 
OVER-THE-COUNTER  COUP.  In  the 
field  (jf  new  health  care  products, 
one  of  the  hottest  stocks  is  Colum- 
bia Laboratories,  a  small  pharma- 
ceutical company  in  Miami  that  has 
more  than  doubled  in  six  months. 
Currently  trading  on  the  American 
Stock  Exchange  at  16,  the  stock  hit 
a  high  of  19  last  summer,  from  7  in 
June.  According  to  its  fans,  the 
stock  could  jump  even  more.  How? 
Columbia  has  come  up  with  Re- 
plens,  an  over-the-counter  gel  de- 
signed mainly  for  menopausal  wom- 
en suffering  from  vaginal  dryness. 
Columbia  Labs  says  the  product  is 
now  available  at  a  few  of  the  major 
drugstore  chains.  According  to 
Chairman  John  Kidd,  initial  test- 
marketing  response  to  Replens  was 
"excellent." 
Leroy  Goldfarb,  managing  director  at 
Ladenburg  Thalmann  &  Co.,  expects  the 
company's  sales  to  jump  to  about  $40 
million  in  1990,  at  which  point  it  should 
start  making  money.  Columbia  has  the 
potential  of  becoming  a  bigger  company, 
he  says.  The  Swiss  bank  Piquet  &  Cie. 
recently  acquired  the  equivalent  of  a 
10.5%  stake  through  the  purchase  of 
convertible  preferred  shares. 

By  Gene  G.  Marcial  in  New  York 
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INVESTORS  ARE  GRABBING  THEIR  CHECKBOOKS 
—AND  HEADING  FOR  EUROPE 

The  opening  of  the  East  and  the  approach  of  1992  are  fueling  \isions  of  a  megaboom 


I 


International  investors  had  been 
trooping  to  Western  Europe  through 
Imuch  of  1989  in  anticipation  of  the 
economic  integration  that  would  come 
with  1992.  But  since  the  opening  of  the 
Berlin  Wall  on  Nov.  11,  the  prospect  of 
Eastern  Europe  joining  the  West's  con- 
sumer society  has  added  a  dra- 
matic new  dimension.  Frank- 
furt's stock  market  has  been 
booming.  Many  other  centers 
have  perked  up  as  well  (table). 
Indeed,  "this  ought  to  be  peo- 
ple's favorite  place  for  invest- 
ing" says  Nilly  Sikoreky,  gen- 
eral manager  of  the  Geneva- 
based  money  management  firm 
Capital  International. 

'Today,  the  reasons  for  in- 
vesting in  Europe  are  both  old 
and  new.  The  European  Com- 
munity's plan  for  a  single  mar- 
ket is  sure  to  be  redefined  to 
take  into  account  the  sweeping 
political  changes  in  the  East 
bloc.  But  that  won't  slow  the 
pace  of  economic  integration 
within  the  EC.  As  the  communi- 
t\-'s  1992  deadline  for  dropping 
internal  trade  barriers  ap- 
proaches, an  increasingly  fren- 
zied pace  of  business  invest- 
ment and  corporate  takeovers  I  

is  likely  to  buoy  the  region's  bourses. 
Even  after  the  fever  cools,  rising  de- 
mand in  Eastern  Europe  should  mean 
"extremely  positive  news"  for  the  West, 
says  Angus  McNeilage,  head  of  Europe- 
an equit\-  sales  at  London  broker  James 
Capel  &'Co. 

OODLES  OF  OOMPH.  Europe  is  entering 
its  nevs-  era  on  a  strong  note.  Economic 
growth  should  run  at  a  healthy  rate 
in  1990.  Arid  several  huge  construction 
projects  in  the  works,  including  Eurodis- 
neyland  outside  Paris  and  major  high- 
way rebuilding  efforts  in  Spain  and 
West  Germany,  will  help  extend  the 
grow1;h  spurt  ana  shelter  Europe  from 
softness  in  the  U.  S. 

But  even  more  oon-ii  >  ;  is  likely  to  come 
from  West  Germany,  i  unkfurt's  stock 
market  had  been  marking  time  for 
years.  But  hopes  for  reunificati  ■]  with 
East  Germany,  along  with  rising  pros- 
pacts  for  business  opportunities  across 
tiie  East  bloc,  have  pumped  up  the 


bourse  by  15^^  in  just  a  month.  Over  the 
next  year,  analysts  say,  the  market 
could  tack  on  yet  another  20^c.  "There  is 
a  lot  of  enthusiasm  for  German  stocks 
from  all  over  the  world,"  acknowiedges 
Udo  Behrenwaldt.  managing  director  of 
Deutsche  Bank's  mutual-fund  arm  Dws. 


EUROPEAN  MONEY  MAVENS' 
TOP  PICKS  FOR  THE  1990S 


Stock                                                1989  price 

change* 

(percent) 

Local  currency 

Dollars 

FINANCE 

DEUTSCHE  BANK  Biggest  German  bonk 

34% 

33% 

NATIONALE  NEDERLANDEN  Dutch  insurer 

7 

8 

HEAVY  INDUSTRY 

HOLDERBANK  Swiss  cement  producer 

22 

18 

METALLGESELLSCHAFT  German  capital-goods  maker 

57 

56 

ENERGY  &  ENVIRONMENT 

GENERALE  DES  EAUX  French  water  company 

43 

45 

ROYAL  DUTCH  PETROLEUM  Worid  s  No.  1  oil  company 

28 

29 

HIGH  TECHNOLOGY 

GEC  British  electronics  maker 

16 

3 

SIEMENS  German  electronics  group 

21 

21 

CONSUMER  SPENDING 

CARREFOUR  French  supermarkets 

54 

54 

UNILEVER  Anglo-Dutch  detergent  giant 

34 

35 

Through  Dec.  8 


DATA.  BRIDG£  INFORMATION  SYSTEMS  INC 


Enthusiasm  for  things  German  has 
pushed  up  the  West  German  mark  by 
13""^  against  the  dollar  since  last  sum- 
mer, fuehng  an  85^f  gain  for  the  Germa- 
ny Fund  Inc.,  a  closed-end  fund  listed  on 
the  New  York  Stock  Exchange  (page 
124).  But  many  sa\'\y  money  managers 


EUROPE'S  FERMENT 
FIRES  UP  ITS  BOURSES 


1989  price  chonge' 
local  currency  dollars 

Percent 

PARIS 

32% 

32% 

LONDON 

28 

13 

FRANKFURT 

24 

24 

ZURICH 

19 

13 

AMSTERDAM 

18 

17 

MILAN 

13 

16 

MADRID 

12 

13 

are  gomg  right  to  the  source,  where* 
they  already  have  bid  up  such  construe 
tion  companies  as  Hochtief  and  Philipp 
Holzmann  and  such  retailers  as  Kaufho: 
and  Karstadt.  Still,  with  German  stocks  ifi- 
selling  at  an  average  price-earnings  rati(  ■'^ 
of  14 — about  the  same  as  the  p-e  for  th<  fc  - 
Standard  &  Poor's  500-stock  in  p'- 
dex — many  good  buys  remain,  i 
BUILDING  BOOM.  For  example  i 
withi  half  a  million  Eastern  EuIk>-'' 
ropeans  flocking  to  West  Ger 
many  in  1989  alone,  Bonn  hat . 
earmarked  89  billion  for  housl 
ing  construction  over  the  nex 
four  years.  The  building  boon 
has  focused  stock  pickei-s'  atj| 
tention  on  cement  producer 
Heidelberger  Zement  and  Dick| 
erhoff,  as  well  as  on  DLVv, 
producer  of  furniture  and  wat' 
and  floor  coverings. 

Immigrants  and  longtim^.;; 
residents  alike  will  gain  buying 
power  from  a  815  billion  tax  cut:: ; 
scheduled  for  1990.  That  bonuj  m. 
is  kindling  interest  in  Leifheit  ei^ 
a  producer  of  kitchenware  anc  ir, 
cleaning  gear,  and  wmf,  a  mak  cii: 
er  of  cutlery  and  dishes.  Bu1  ^<c: 
many  money  managers  artii:-: 
highest  on  carmaker  Volkswa- 
genwerk.  which  is  looking  X(m 


*Through  Dec.  8 


DATA:  DR)  MCGRAW41ILL,  BW 
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cut  costs  and  open  new  markets  by  be  e-:  : 
ginning  production  in  East  Germany.     5  :t 

East  Germans  are  also  among  th(  ni: « 
worst  polluters  in  Europe,  and  WeslEi: 
German  corporations  are  itching  to  help  fc  :: 
with  the  cleanup.  Karl-Dietrich  Graff,  a  fc 
Commerzbank  equity  specialist,  recom-ic: 
mends  GEA,  a  utility  involved  in  waste  ii--, 
management,  and  Metallgesellschaft,  a  re.;  • 
metals  and  engineering  conglomerate  r.rr 
with  long  experience  in  the  East.  si:- 

A  lot  of  companies  from  other  Europe  L' 
an  nations,  of  course,  also  are  likely  tor  v 
gain  from  closer  ties  between  East  andp-; 
West.  Morgan  Stanley  &  Co.  analyst  s.  :■■ 
Alain  Galene  notes  that  many  French  i 
manufacturers  already  have  sizable  op-u-; 
erations  in  West  Germany.  Among  those  e 
he  likes  are  household  equipment  maker  ce,;  ■ 
SEB,  glass  and  industrial  materials  con--f:> 
glomerate  Saint-Gobain,  and  cosmetics  i 
producer  L'Oreal.  And  Thomas  Lips, 
chief  of  investment  research  at  Union 
Bank  of  Switzerland,  favors  Anglo- e  - 


STRATEGIES  FOR  STOO 


utch  consumer-products  gi- 
it  Unilever,  whose  West 
erman  sales  alone  now  to- 
1  $4  billion  a  year. 
Still,  many  investors  con- 
lue  to  focus  on  German  gi- 
lts, which  are  ideally 
aced  to  help  rebuild  East- 
n  Europe's  crumbling 
onomy.  Electronics  maker 
emens,  for  example,  could 
work  East  Germany's 
ickward  telephone  net- 
3rk.  Brokers  also  are  high 
1  Deutsche  Bank,  a  leader 
East-West  finance,  de- 
ite  the  recent  assassina- 
>n  of  its  hard-driving  chair- 
an,  Alfred  Herrhausen. 
ith  a  wave  of  European 
quisitions,  including  Lon- 
in  investment  bank  Mor- 
in  Grenfell  Group  PLC, 
3utsche  now  is  well  posi- 
ted for  1992. 
But  some  brokers  are  con- 
iced  that  Germany's  ris- 
y  corps  of  smaller  listed 
;ues  will  do  as  well.  Klaus 
iri  of  Frankfurt  invest- 
2nt  bank  Schroder  Miinch- 
syer  Hengst  &  Co.,  for  ex- 
iple,  recommends  Biotest, 

pharmaceutical  company, 

d  Schneider,  a  personal- 
mputer  manufacturer.  He 
>o  favors  menswear  maker 
ago  Boss. 

ITERS.  Still,  despite  gener- 
euphoria,  a  few  observers 
jrry  that  German  stocks 
main  vulnerable  to  un- 
aasant  shocks.  They  fear 
at  Frankfurt  could  tumble 
the  East  bloc  boom  fizzles 
id  overseas  investors  he- 
me disenchanted.  And  jit- 
rs  over  domestic  politics 
uld  set  in.  Chancellor  Hel- 
ut  Kohl  hopes  he  can  capi- 
lize  on  the  East- West  thaw 
gain  reelection  to  a  third 
rm  in  December,  1990.  But 
fore  that,  his  Conserva- 
7es  will  have  to  battle 
rough  state  contests  be- 
nning  in  the  spring. 
If  naysayers  are  few  and 
r  between  in  Germany, 
ey're  out  in  droves  in  Brit- 
n,  where  paltry  growth, 
gh  inflation,  slowing  prof- 

and  a  weak  currency  are  the  order  of 
e  day.  Brokers  expect  the  London 
ock  Exchange  to  rise  only  6%  in  1990 
ter  an  advance  of  29%  the  year  before. 
I  Mark  Brown,  a  strategist  at  UBS 
lillips  &  Drew  Securities  Ltd.,  is  rec- 
nmending  "defensive"  stocks — compa- 
es  that  are  big  in  booming  Continen- 


A 


tal  Europe  or  which  pay  high  dividends. 

Brown  likes  Lloyds  Bank,  industrial 
conglomerate  BTR,  and  pharmaceutical 
maker  SmithKIine  Beecham.  And  with 
cash  flow  deteriorating  at  many  British 
companies,  Michael  Hughes,  chief  equity 
strategist  at  Barclays  deZoete  Wedd  Se- 
curities Ltd.,  advises  sticking  to  the  few 


strong  ones  left.  His  choices: 
chain-store  operator  Marks 
&  Spencer,  real  estate  devel- 
oper Land  Securities,  and 
Redland,  a  construction  com- 
pany with  a  strong  business 
in  Germany. 

Other  European  markets 
also  offer  quite  a  lot  to 
choose  from.  With  French 
corporate  earnings  expected 
to  surge  by  15%  in  1990, 
Paris  brokers  are  big  on 
Generale  des  Eaux,  a  water 
and  sewage  treatment 
group.  They  also  recom- 
mend Pechiney  Internation- 
al, a  worldwide  producer  of 
aluminum,  and  food  manu- 
facturer Saint  Louis.  And 
Swiss  stock  expert  Lips 
highlights  a  Dutch  duo  on 
the  Amsterdam  bourse:  in- 
surer Nationale  Nederland- 
en  and  Royal  Dutch  Petro- 
leum, which  also  trades  in 
New  York  and  sports  a  com- 
forting 4%'  dividend. 

Analysts  are  less  san- 
guine on  the  outlook  for 
Swiss  stocks,  which  have 
been  battered  by  a  slumping 
currency  and  inflation  wor- 
ries. Nonetheless,  Walter 
Temperli,  chief  investment 
strategist  at  Zurich's  Bank 
Vontobel,  is  buying  the  ma- 
jor Swiss  banks,  including 
UBS  and  CS  Holding,  which 
owns  Credit  Suisse  and  First 
Boston  Corp.  And  while  Mi- 
lan's stock  market  is  one  of 
the  few  still  suffering  from 
the  1987  crash,  Italy's  boom- 
ing economy  and  burgeon- 
ing trade  links  with  the  East 
are  slowly  winning  investors 
back.  Gianluca  Sabadini  of 
Finaziaria  Indozuez  is  high 
on  steelmaker  Danieli,  which 
already  boasts  a  three-year 
backlog  of  orders  from  the 
Soviet  Union  and  Eastern 
Europe. 

Long  ago,  many  European 
companies  widened  their 
scope  far  beyond  their  own 
borders  in  order  to  survive. 
That's  going  to  pay  off 
handsomely  in  1992  and  af- 
ter. Now,  with  the  East  bloc 
providing  the  West  with 
more  new  opportunities  daily,  scores 
more  European  companies  will  be  join- 
ing the  internationalist  school.  For  many 
investors  around  the  world,  Europe's 
growth  potential  over  the  next  few 
years  will  be  just  too  great  to  ignore. 

By  Blanca  Riemer  in  Frankfurt,  with 
Victoria  English  in  London 
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JAPAN'S  INVESTORS  SAY 
THE  BEST  MAY  BE  YET  TO  COME 


After  seven  go-go  years,  they're  still  rusliing  into  the  market 


Tokyo's  stock  market  is  still 
a  ripsnorter  as  it  heads  into 
the  1990s.  With  the  Japa- 
nese economy  going  gangbusters 
and  the  ruling  Liberal  Democrat- 
ic Party  shaking  off  the  influ- 
ence-peddling scandals  that  dog- 
ged it  and  the  market  earlier  in 
1989,  investors  are  rushing  back 
into  stocks.  The  influx  of  fresh 
cash  has  pushed  the  Nikkei  stock 
average,  up  77^  since  early  No- 
vember, to  a  record  high.  And 
leading  market-watchers  now 
say  the  wild  ride  could  continue 
into  spring.  "There  may  be  some 
volatility,"  predicts  Nomura  Se- 
curities Co.  President  Yoshihisa 
Tabuchi,  "but  prices  will  keep 
climbing." 

So  far,  such  optimism  hasn't 
persuaded  many  overseas  inves- 
tors to  join  the  party.  The  Nikkei 
has  climbed  257  in  1989  on  top  of 
a  427'  rise  in  1988,  making  foreigners 
worry  that  Tokyo  has  gone  too  far  too 
fast.  So  they've  sold  an  estimated  $13.9 
billion  worth  of  Japanese  shares  since 
January.  Americans,  in  particular,  have 
been  put  off  by  the  yen's  147  drop 
against  the  dollar  since  last  winter.  But 
the  Ja])anese,  encouraged  by  the  fleet- 
footed  performance  of  their  economy,  re- 
main undeterred.  Japan's  gross  national 
product  and  consumer  spending  each 
should  climb  57  in  1990.  And  interest 
rates  aren't  expected  to  rise. 

Japanese  stock  market  pros  ty]jically 
organize  their  picks  around  themes  (ta- 


ble),  and  one  of  the  hottest  ones  this 
winter  is  the  merger  game.  Although 
corporate  raiders  are  still  rare  in  Japan, 
more  and  more  companies  are  putting 
together  friendly  mergers,  such  as  the 
$60  billion  whopper  earlier  this  year  be- 
tween Mitsui  and  Taiyo  Kobe  banks. 

In  that  deal's  wake,  some  investors 
are  focusing  on  Taiheiyo  Bank,  a  trou- 
bled savings  and  loan  serving  Tokyo. 
Osaka-based  Sanwa  Bank  Ltd.  already 
has  snapped  up  57  of  Taiheiyo's  shares 
since  summer,  helping  boost  their  price 
15%'.  Shares  of  Lseki  &  Co.,  meanwhile, 
have  shot  up  497  since  November  on 


rumors  that  Kobe  Steel  Ltd.  may  ac- 
quire the  ailing  tractor  maker.  Analysts 
also  are  watching  food  and  construction 
issues  for  more  takeovers.  "This  is  the 
first  gust  of  wind,"  says  Richard  E. 
Greer  of  Baring  Securities  (Japan)  Ltd. 
"It  will  get  much  stronger." 

Some  stock-pickers  are  bypassing  the 
big-company  action  entirely  in  favor  of 
the  over-the-counter  market.  Denis  H. 
Clough  of  Schroder  Investment  Manage- 
ment (Japan)  Ltd.,  for  instance,  likes 
software  developer  MKC  Corp.,  whose 
shares  rose  517  on  a  1717  earnings  gain 
for  the  year  ended  Sept.  30.  But  many 


THE  HOT  THEMES  TOKYO'S  PROS  ARE  PLAYING 


Company 

Industry  Price 

1989  percent  change* 

Company 

Industry  Price 

1989  percent  change* 

Dollars  per  shore 

Yen 

Dollars 

Dollors  per  share 

Yen 

Dollars 

CONSTRUCTION 

GRAYING  OF  JAPAN 

SUMITOMO  REALTY 
DAIWA  HOUSE  INDUSTRY 

DEVELOPER  $17.06 
HOMEBUILDER  19.58 

48% 
42 

28% 
23 

FUJISAWA  PHARM. 
TOKIO  MARINE  &  FIRE 

ANTIBIOTICS  $14.41 
INSURANCE  16.01 

20% 
2 

4% 
-12 

^,    O^IAL  DEVELOPMENT 

ENVIRONMENTAL  CLEANUP 

OSAKA  GAS 

ISHIKAWAJIMA-HARIMA 

UTIU;  •  6.39 

EQUiPiv:  :^  10.91 

14 
42 

-1 
24 

MITSUBISHI  HEAVY  IND. 
MITSUBISHI  RAYON 

MACHINERY  8.53 
ACRYLIC  FIBERS  6.30 

15 
33 

0 
16 

CORPORATE  r«rUCTURING 

EAST  BLOC  TRADE 

TOBU  RAILWAY 
MiTSUBISHi  OIL 

TRANSPORT  12.29 
REFINER  -1.68 

21 
27 

5 

10 

MARUBENI 
KOAAATSU 

TRADING  7.20 
EQUIPMENT  9.93 

23 
59 

7 
38 

'  As  ot  Dec.  1 1 

DATA;  BARCLAYS  DEZOETE  WEDD  SECURITIES  (JAPAN)  LTD..  BRIDGE  INFORMATION  SYSTEMS  INC. 
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STRATEGIES  FOR  STOCKi 


Decisions.  As  an 
active  manager 
of  $25  million, 
how  do  you  make 
(he  best  ones? 


As  an  active  and  successful 
investor,  you  recognize  that 
the  quality  of  your  invest- 
ment decisions  is  onlv  as 
good  as  the  information 
you  have. 

And  because  vou  active- 
ly manage  a  substantial 
port  I  olio  —  lor  personal. 


family,  or  business 
interests — you  probablv 
use  several  firms  for 
trading,  safekeeping,  or 
ideas. 

Do  vou  wonder  v\hcther 
vou  are  getting  evervthing 
possible  from  them'.''  Are 
they  as  strongly  committed 
to  your  objectives  as  to 
their  own'.'' 

,I.R  Morgan  s  private 
hankers  welcome  th(> 
o|)|)ortunil\  to  explain  how 
Morgan  |)ro\i(les  active 
individual  investors  with 
investment  insight,  not 
hindsight. 

At  J.I'  Morgan,  vou  can 
draw  u|M)n  our  global 


<'\pertise  in  securities 
trading,  safekeeping, 
loreign  exchange  services, 
and  private  investments. 

^ou  will  have  access  to 
the  same  resources  lor 
cquitv.  Hxed-income.  and 
money  market  investments 
that  are  availal)le  to 
Morgan  s  largest  corporate 
and  sovereign  clients. 
And  \ou  have  access  to 
The  Pierponl  Funds, 
which  oiler  inanv  diver- 
>ified  investment  options. 

Any  or  all  ol  these 
services  can  be  coordi- 
nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 


allcntion  for  which 
J.M  Morgan  is  known. 

II  vou  cnjo\  managing 
your  own  assets — ol 
$10  million  or  more — and 
want  to  see  il  vou  can  be 
belter  served  than  bv  \our 
present  resources,  contact 
the  private  bankers  at  ,1.1* 
Morgan,  (lall  Vincent  h. 
I'oineranz.  \  ice  President, 
Morgan  Guaranty  IVust 
Company.  (212)  H2b-7  m. 


I*ri\iile  Bankiii<;  al  .\lor;ran 


I   \'m).\'  Morgan  S  (,„.  I n,  ..r|„.rdl.Ml 

The  Pierponl  tun.lsare  ni,-l„ail  luiid-  ili>(rihul.-,l  l,v  I  Kl  l  iii.cl-  I  lislriliul..r  ln<  M..r;;dii 
Guariinty  serves  as  in\esUneriI  a(i\  fur  In  I'h--  IuimK  and  rnakr-  I  In-  lumi.  available  -dlelv 
lis  I  a[iaeil\  a,  shareholder  serv  irm;:  afieni  tor  .  ii.toiner.  The  In  nils  are  tmiI  an  ohh^'al  ion 
Morfjan  Guaranlv  and  are  nol  insured  l»\  tlie  IT  III 


J  P  Morgan 


The 

computercompany 
that  turned 
the  BigThree 
into  the  Big  Four. 


At  ComputerLand',  the  demand  for  Epson" 
computers  keeps  growing,  and  no  wonder. 
Epson,  with  its  array  of  sohdly-built.  well- 
priced  systems,  admirably  meets  two 
critical  needs  of  many  business  customers: 
compatibility  and  affordability. 

As  one  of  Epson's  largest  and  most 
established  dealers.  ComputerLand  boasts 
a  vast  worldwide  network  of  trained  Epson 
technicians  and  a  close  working  relationship 
with  the  Epson  organization. 

And  now  that  Epson  has  joined  the  ranks 
of  ComputerLands  lop  names,  business 
people  who  like  to  keep  their  options  open 
are  finding  ComputerLand  (more  than  even 
the  place  c  choice. 


"Epson  has  catapulted  into  4th 
place  among  ComputerLand's 
pc  suppliers,  right  behind  IBM" 

Compaq 
andApple: 

Manan  Murphy. 
Vice-President 
of  Marketing. 
ComputerLand 
Corporation 

One  smart  business  solution  from  Epson,  EPSON 


Mil 


ComputerLcincI 

Business  to  business.  Person  to  person. 


\^iM  ComputerLand  Curporalion.  Fpson  is  .1  rci^isicroil  ir.nk  ni.irk  ol  Seiko  I.pson  Corporalion,  lliM  is  a  rci;istcrt't-l  tnidcniark  of  Inlernational  Business  Maehines  Corporalion. 
)MPA*.)  's  a  reuislered  frademark  of  C  ompaq  C  omputer  (  orporalion.  ®Reiiis(ercd  I  '.S.  Paient  and  Trademark  Office.  Apple  is  a  rei^istered  trademark  of  Apple  Computer  Inc. 


akers  still  favor  major-leaguers.  Rod 
y  Harada  of  Merrill  Lynch  Japan  Inc., 
jonimends  Canon  Inc.,  which  trades  in 
!W  York  as  well  as  Tokyo.  A  thriving 
:nera  manufacturer  and  the  world's 
•gest  laser-printer  maker,  Canon  has 
(en  a  flyer  on  the  U.  S.  computer  busi- 
ss  by  purchasing  17%  of  Steven  P. 
bs'  NEXT  Inc.  Other  big-name  picks  in- 
ide  Sharp,  Nintendo,  and  Fanuc,  a 
iding  machine-tool  exporter  some  say 
poised  to  cash  in  on  the  reconstruction 
the  East  bloc's  economies. 
Such  old  favorites  as  shipbuilding, 
ilway,  and  construction  issues  have 
ih-  adherents,  too.  Winning  raves  is 
bu  Railway  Co.,  which  is  redeveloping 
derused  properties  near  its  Tokyo- 
3a  stations.  And  Toshiyuki  Nishiguchi, 
puty  head  of  stock  trading  at  Daiwa 
curities  Co.,  recommends  Shimizu 
rp.  Up  50%  in  1989,  the  builder's 
ares  now  are  selling  for  a  stunning  72 
les  1990's  estimated  earnings.  Despite 
5  high  multiple,  Nishiguchi  insists  that 
pan's  building  boom  will  push  Shimi- 
's  shares  even  higher. 
>LITICAL  STOCKS.'  Fueling  the  builders' 
ins  are  a  step-up  in  the  government's 
•port,  road,  and  redevelopment  proj- 
ts  as  well  as  continued  strong  residen- 
.1  and  commercial  construction.  But 
me  construction  issues  may  not  be 
lat  they  seem.  They  could  be  notorious 
olitical  stocks."  For  years,  brokers 
ve  been  hyping  such  issues  to  raise 
)ney  for  political  allies.  The  issues 
ickly  run  up,  only  to  drop  back  sharp- 
after  the  favored  shareholders  have 
shed  out.  With  lower-house  elections 
)ming  in  late  February,  the  Liberal 
jmocrats  are  scrambling  to  raise  $200 
llion  for  their  campaign  war  chest, 
id  a  flurry  of  activity  among  several 
nstruction  stocks  has  triggered  ru- 
)rs  that  the  latest  round  of  stock  ma- 
julation  is  under  way.  One  of  the  big- 
st  movers:  Wakachiku  Construction 
I.,  an  obscure  dredging  and  engineer- 
y  firm  whose  shares  climbed  from  $84 
$245  during  1989. 

As  1990  unfolds,  political  stocks  won't 
the  only  potential  pitfall  for  unwary 
/estors.  Some  analysts  see  the  market 
king  a  breather  around  election  time, 
ley  also  worry  that  the  gushing  of 
nds  into  stocks  can't  continue  indefi- 
;ely — especially  if  economic  predictions 
ove  too  rosy.  But  for  Tetsuo  Yo- 
izawa,  assistant  head  of  investments 
Dai-Ichi  Mutual  Life  Insurance  Co., 
ch  caution  seems  premature.  Despite 
ven  years  of  nearly  uninterrupted 
lins,  "stocks  are  ready  to  rise  across 
e  board,"  he  says.  As  it  has  so  many 
nes  before,  Tokyo  could  be  about  to 
nfound  the  skeptics  once  again. 

By  Ted  Holden  in  Tokyo 
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T.  Rowe  Price  International  Stocic  Fund.  Smart  investors  know 

that  active  asset  management  aniJ  international  diversification  can  provide 
superior  long-term  returns.  By  investing  primarily  in  the  stocks  of  leading 
companies  in  Europe  and  the  Pacific  Basin,  this  Fund  has  proven  itself  in 

both  up  and  down  markets  and  in  

periods  of  strength  and  weakness 
for  the  U.S.  dollar.  And  its  excep- 
tional 5-year  record  placed  it  in 
the  top  2%  of  all  mutual  funds.* 
Minimum  initial  investment  is 
$2,500($  1,000  for  IRAs).  And  there 
are  no  front-end,  no  back-end,  or 
12b-lfees — no  sales  charges  at  all! 


T.  Rowe  Price,  1 00  E.  Pratt  St.,  Baltimore,  MD  2 1202  1 
Send  a  prospectus  with  more  complete  mfiirmation, 
including  management  fees  andother  charges  and 
expenses.  1  will  read  it  carefully  before  I  invest  or 
send  money. 

Name 
Address 


City/State/Zip 


ISF00945'1 


Call  24  hours  for 
a  free  information  kit 

1-800-638-5660 
ext.  9454 


Phone      □  Home    □  Business 


hivest  With  Confidoicc 

TRoweR-ice 


•According  to  Lipper  Analytical  Services,  Inc ,  which  has  monitored  710  funds  over  the  past  5  years  ended  9/30/89, 
T  Rowe  Price  Investment  Services,  Inc ,  Distributor 
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Pass  along  an 
heirloom  more 
valuable  than  gold. 

Life. 

When  you  make  a  bequest 
to  the  American  Heart 
Association,  you're  passing 
along  a  precious  legac>'.  The 
gift  of  life.  That's  because 
your  contribution  supports 
research  that  could  save  your 
descendants  from  America's 
number  one  killer 

■VX'hat's  more,  your  gift  doesn't 
have  to  diminish  the  estate 
you  leave  to  \'our  family.  It 
may.  in  fact,  reduce  estate 
taxes  and  current  taxes  as 
well. 

To  learn  more  about  the 
Planned  Giving  Program,  call 
us  today.  It's  the  first  step  in 
making  a  memory  that  lasts 
bevond  a  lifetime. 


i  American  Heart 
Ai  *ociation 


j      This  space  pre  .  ,ded  as  a  public  service. 
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EXOTIC  RETURNS  FROM 
EXOTIC  LANDS 


Funds  that  deal  in  markets  such  as  Thailand  and  Spain  are  hot 


Ei 


merging-market  funds  gave  some 
heady  performances  on  Wall  Street 
in  1989.  Thanks  to  booming  Third 
World  stock  markets,  the  closed-end 
funds  that  invest  in  markets  from  Sao 
Paulo  to  Taipei  have  been  among  the 
hottest  performers.  Consider  the  Thai 
Fund,  which  invests  its  $182  million  port- 
folio in  Bangkok's  infant  exchange.  Its 
stock  now  trades  at  around  26,  double 
what  it  was  at  the  begin- 
ning of  the  year.  Even 
more  impressive:  The 
fund's  1989  total  return,  in- 
cluding reinvested  divi- 
dends, was  a  staggering 
120%  as  of  Dec.  1. 

The  funds  owe  their 
breathless  pace  to  the 
global  trends  that  now 
dominate  the  financial 
headlines.  The  rapid 
growth  of  smaller  Asian 
economies,  the  approach  of 
full  economic  integration 
in  Europe  in  1992,  and  a 
gradual  solution  to  Latin 
America's  debt  woes  are 
among  the  attractions  that 
continue  to  entice  inves- 
tors. Yet  another  theme  is 
gaining  popularity:  economic  liberaliza- 
tion in  Eastern  Europe.  Although  the 
Frankfurt  exchange  is  a  venerable  one, 
the  Germany  Fund  is  suddenly  being 
viewed  as  an  emerging-market  fund — it 
jumped  25%  the  day  after  the  Berlin 
Wall  began  toppling. 
REASON  FOR  CAUTION.  What's  more,  in- 
stitutional investors,  notably  the  Japa- 
nese, have  taken  a  liking  to  the  f  unds. 
They  offer  one  of  the  simplest  ways  to 
get  into  some  of  the  world's  least  famil- 
iar yet  best  performing  markets.  During 
1989,  the  Thai  stock  market  index  has 
surged  86%  in  dollar  terms,  according  to 
Morgan  Stanley-Capital  International. 
The  Taiwan  stock  market  is  up  75%,  and 
shares  on  the  Mexico  City  bolsa  have 
sprinted  ahead  by  65%. 

Profiting  from  their  popularity.  Wall 
Street  continues  to  expand  the  menu  of 
emerging-market  country  funds.  Just 
since  September,  funds  that  invest  in 
Chile,  Portugal,  Austria,  the  Philippines, 
and  Turkey  have  been  launched.  There 
also  are  plans  afoot  for  a  Greece  fund. 


And  beginning  in  January,  the  American 
Stock  Exchange  plans  to  offer  options 
on  the  Spain,  Korea,  and  Thai  funds. 

Still,  there's  reason  for  caution.  All 
this  activity,  and  the  big  gains  scored  by 
many  of  the  funds  this  year,  suggest 
that  the  market  is  overheated.  Until  re-{ 
cently,  most  investors  preferred  to  buy  aLr 
fund  selling  at  a  discount — that  is,  a 
price  lower  than  the  net  asset  value  per 


THESE  CLOSED-END  FUNDS 
BET  ON  EMERGING  MARKETS 


Fund 

Price* 

Net  asset  value* 

Total  return**  ' 

Dollars  per  share 

Percent 

SPAIN 

$28.63 

$14.45 



169%  i 

ASIA  PACIFIC 

15.25 

15.18 

144 

THAI 

25.88 

18.96 

120 

MAUYSIA 

15.50 

12.65 

107 

MEXICO 

9.88 

11.67 

92 

TEMPtETON  EMERGING  MKTS.  13.63 

13.50 

73 

INDIA  GROWTH 

15.75 

13.59 

68 

SCUDDER  NEW  ASIA 

14.38 

16.25 

62 

FIRST  IBERIAN 

12.38 

10.48 

61 

TAIWAN 

46.00 

39.72 

60 

*AsofOec  1 

*  "includes  price  change,  dividends,  ond  capital-gains 

distributions  since  yearend  1938 
DATA  SMITH  BARNEY.  HARRIS  UPHAM  &  CO. 


share  of  the  stocks  in  its  portfolio.  But 
"the  old  rules  of  thumb  don't  apply," 
says  Michael  Porter  of  Smith  Barney, 
Harris  Upham  &  Co.,  because  there  are 
few  such  bargains  left.  Among  them,  he 
says,  is  the  Mexico  Fund,  which  has 
been  trading  at  about  a  1-5%  discount. 

However,  some  of  the  funds  command 
premiums  unheard  of  a  year  ago.  The 
Spain  Fund  is  trading  at  a  90%  premium 
to  its  net  asset  value.  And  the  First  Phil- 
ippine Fund  still  fetches  an  18%  premi- 
um despite  political  uncertainties  facing 
the  Manila  government. 

Still,  with  many  Third  World  econo- 
mies headed  for  another  good  year,  it 
may  be  difficult  to  resist  emerging-mar- 
ket funds.  If  so,  Miami  investment  advis- 
er Thomas  J.  Herzfeld  recommends  di-, 
versified  funds,  such  as  Clemente  Global 
Growth.  It  trades  at  a  17%  discount  to 
its  net  asset  value  and  is  less  likely  than 
a  single-counti->'  fund  to  plummet  on  po- 
litical bad  news. 

By  John  Meehan  in  New  York,  with  bu- 
reau reports 
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In  meeting  the  challenges  of  corporate  America, 
Credit  Suisse  USA  combines  the  essence  of  two  nations,  reliability  and  vision. 

Let  the  best  of  both  worlds  provide  you  with  the  financial  leadership 

to  compete  in  a  global  arena. 


Credit  Suisse  USA  does  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


Atlanta  ■  Ctiicago  •  Houston  •  Los  Angeles  •  Mianni  •  New  York  •  San  Francisco 
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TOP  GUNS  AND  STUMBLEBUMS: 
1989'S  OUTSTANDING  PERFORMERS 


Entertainment  companies  were  leaders  of  the  equity  pack.  Machine-tool  stocks  tanked 


I 


f  past  is  prologue"  is  a  phrase  justi- 
fiably viewed  with  suspicion — espe- 
cially when  it  comes  to  hot  invest- 
ments. All  too  often,  Wall  Street's  rising 
stars  are  shot  down  in  flames.  So  it's 
something  of  a  surprise  that  despite  the 
havoc  of  Oct.  13,  the  three  best  stocks 
and  the  best  equity  fund  manager  of 
1989  are  the  same  ones  profiled  in  these 
pages  at  midyear  (BW— June  26). 

Will  the  heroes  of  1989  be  able  to 
stage  a  repeat  performance?  That  would 
be  tough.  But  if  past  is  prologue  . . . 

STOCKS 


BEST  NYSE  STOCK:  L.A.  Gear  Inc.— for 
the  moment,  at  least.  This  West  Coast 
sneaker  maker  has  had  quite  a  ride.  By 
early  December,  Gear  had  climbed  178%, 
more  than  any  Big  Board  stock  trading 
at  more  than  $5,  but  was  beginning  to 
decline.  Irritated  company  officials  point- 
ed out  that  sales  for  the  nine  months 
ended  Aug.  31  were  up  1827'  over  the 


same  period  a  year  ago.  They  estimate 
that  sales  for  the  fiscal  year  ended  Nov. 
30  were  more  than  $600  million,  up 
about  168%  from  $223.7  million  in  1988. 
L.  A.  Gear  has  surpassed  Converse  Inc. 
to  become  the  nation's  third-largest  sell- 
er of  athletic  shoes. 

However,  investors  have  been  increas- 
ingly concerned  that  L.  A.  Gear's  appeal 
to  fashion-conscious  young  women  may 
be  waning.  Short-sellers  are  betting  that 
this  company  is  riding  for  a  fall — and 
Gear's  recent  stock  decline  indicates 
they  may  be  right. 

WORST  NYSE  STOCK:  Integrated  Re- 
sources Inc.  This  New  York  financial 
services  company  has  come  to  symbolize 
the  perils  of  debt.  Integrated,  a  leading 
sponsor  of  limited  partnerships,  has  seen 
its  fortunes  decline  since  the  1986  tax- 
law  changes  eliminated  most  tax  shel- 
ters. In  1989,  the  company's  problems 
accelerated,  and  share  prices  fell  96%. 
Integrated  had  financed  much  of  its 


growth  by  issuing  high-yielding  jui 
bonds,  raising  total  debt  to  nearly  foi 
times  equity.  When  lenders,  concerm 
about  the  capital  structure,  refused 
roll  over  short-term  debt.  Integrated  a 
nounced  in  June  that  it  would  not  mal 
payments  on  some  of  its  debt.  In  Oct 
ber,  the  company  said  it  would  sell  son 
of  its  operating  units  to  raise  cash. 

BEST  AMEX  STOCK:  Sierra  Health  Se 
vices  Inc.  The  rebound  continues  for  tl 
stocks  of  companies  that  invest  in  heali  . 
maintenance  organizations — a  phenom  - 
non  that  has  led  to  a  repeat  appearam 
on  the  Best  list  for  this  company  ar  j|g 
HMO  America  Inc.  At  the  end  of  la 
year,  Sierra  stock  fetched  a  price  of  1? 
Now,  it's  trading  at  9,  a  gain  of  moi  ]^ 
than  450%. 

Sierra  kept  the  cash  flowing  by  rai 
ing  rates  15%  during  the  year,  as  corp 
rate  costs  increased  only  9%-.  Profi 
were  $2  million  during  the  first  nir 
months  of  the  year,  vs.  $460,000  for  th 


The  Blue-Ribbon  Bunch 


David  Alger,  the 
most  successful 
equity  fund 
manager  of 
1989,  coaxed  a 
66%  gain  out  of 
his  Alger  Small 
Capitalization 
Fund,  which 
specializes  in 
niche  stocks 


Qas  oil — or  heating 
oil,  to  Americans — 
smoked  its  way  to 
stardom  as  the  year's 
best  commodity.  Prices 
rose  42%,  and  short 
supplies  could  keep 
them  moving  upward 


^■ilJI^iSierra 


Health 
Services 


Sierra  Health  Services  performed  better 
than  any  other  Amex  stock.  It  gained 
more  than  450%  over  the  year 


thachine  tool 
makers  have 
nowhere  logo  but 
up:  They  were  the 
worst  stock  group 
of  1989 
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I  Tie  period  in  1988.  And  as  long  as 
^  -porate  bean-counters  continue  to  cut 
ck  on  conventional  medical  plans, 
Os  should  continue  to  grow. 

)RST  AMEX  STOCK:  Manufactured 
■mes  Inc.  Lack  of  retail  financing  has 
;n  plaguing  the  nation's  largest  retail- 
of  mobile  homes.  Its  niche  is  at  the 
,'  end  of  this  rather  downscale  mar- 
— units  costing  under  $20,000 — and 
f    of  its  customers  traditionally  ask 
■ !  company  to  arrange  financing. 
5tung  by  high  repossession  rates,  par- 
[  alarly  in  Texas,  banks  have  been  in- 
[  asingly  inhospitable  to  mobile-home 
irtgage  applications.  In  1989,  only  187f' 
^  potential  buyers  were  able  to  get 
1  'dit  approval.  In  the  third  quarter  of 
i  ^9,  mobile-home  sales  declined  more 
•  in  50%.  Manufactured's  shares  plum- 
■ted  927f  during  the  year,  the  worst 
I  :line  of  any  Amex  stock  trading  at 

■  )re  than  $5  at  the  beginning  of  1989.  A 
\.  ijor  corporate  restructuring  is  expect- 
'r  soon — and  company  officials  vow  that 
'j  mufactured  Honies  will  survive. 

ST  OVER-THE-COUNTER  STOCK:  hmo 

[  nerica  Inc.  This  Chicago-based  health 
!  'e  company  has  continued  the  dramat- 
'  turnaround  that  propelled  its  stock 
1  r^ormance  in  the  first  half.  Revenues 
[  56  30.7%,  to  $100.8  million,  for  the  nine 

■  mths  ended  Sept.  30,  bringing  the 
I  Tipany  net  income  of  $6  million  com- 
;  red  with  a  net  loss  of  $4  million  in  the 
i  ne  period  of  1988.  By  early  December, 


HMO  America  shares  posted  a  700%^  gain. 

The  company  has  concentrated  its 
marketing  efforts  on  the  private-employ- 
er market  instead  of  medicaid  recipients, 
where  reimbursement  is  far  leaner.  And, 
like  Sierra,  it  hiked  its  premiums. 

WORST  OVER-THE-COUNTER  STOCK: 

DoDiain  Ted) nology  Inc.  Based  in  the 
Silicon  Valley  city  of  Milpitas,  Calif.,  Do- 
main's domain  has  been  the  disks  used 
in  computer  hard-disk  drives.  That  has 
made  the  company  subject  to  wide 
swings,  for  the  hard-disk  biz  is  a  crowd- 
ed niche  of  the  industry.  So,  after  hard 
disks  went  into  the  tank  in  mid-1988, 
Domain  followed  suit.  In  June,  Domain 
filed  for  protection  from  creditors  under 
Chapter  11  of  the  bankruptcy  laws.  Not 
surprisingly,  its  stock  has  plummeted 
99%  since  yearend  1988. 

But  Domain's  ordeal  may  soon  be 
over.  The  company  expects  to  ask  for 
court  approval  to  sell  most  of  the  busi- 
ness for  about  $10  million  to  Akashic 
Memories  Corp.,  a  California  disk-maker 
owned  by  Kubota  Ltd.  of  Japan.  If  the 
sale  goes  through.  Domain  will  shut 
down  as  early  as  next  month. 

BEST  STOCK  GROUP:  Entertainment 
companies.  Movie  extravaganzas  may 
be  passe,  but  there  are  thrills  aplenty  in 
the  boardrooms.  Stocks  of  the  major  en- 
tertainment companies  rose  more  than 
80%  this  year,  spurred  by  takeovers  and 
double-digit  earnings  growth. 
The  year  saw  two  major  mergers  in- 


volving entertainment  companies — the 
marriage  of  Warner  Communications 
Inc.  with  Time  Inc.,  and  Sony  Corp.'s 
acquisition  of  Columbia  Pictures  Enter- 
tainment Inc.  The  surviving  independent 
entities,  such  as  Walt  Disney  Co.  and 
King  World  Productions  Inc.,  are  thriv- 
ing— and  the  share  prices  of  most  have 
been  elevated  by  takeover  speculation. 

WORST  STOCK  GROUP:  Machine-tool 
manufacturers.  Cyclical  stocks  like 
these  can  be  hazardous — ask  anyone 
who  bet  on  machine-tool  stocks  at  year- 
end  1988,  only  to  see  the  group  plummet 
by  more  than  30%-  through  early  Decem- 
ber. Companies  were  chary  of  buying 
machine  tools  because  of  uncertain  eco- 
nomic tidings,  and  toolmakers  suffered. 
The  worst-performing  stock  was  Cross 
&  Trecker  Corp.,  whose  shares  dropped 
60"''  as  losses  mounted. 

The  outlook  is  cheerier  for  at  least  the 
first  half  of  1990.  Analysts  expect  reve- 
nues and  earnings  to  rise  spiritedly.  The 
weaker  dollar  will  help  exports.  But  if 
the  economy  dips  into  a  much-feared  re- 
cession, past  will  be,  well,  prologue. 

PEOPLE 


BEST  EQUITY  FUND  MANAGER:  Dand 
Alger.  The  manager  of  the  Alger  Small 
Capitalization  Fund  has  done  it  again. 
Through  early  December,  the  Alger 
fund  gained  nearly  66%  to  top  the  mutu- 
al fund  ranks,  as  it  did  at  midyear. 
Alger  likes  companies  with  strong 


Suffwas  up  all 
year  for  Steve 
Cotton,  the  best 
bond  manager 
of 1989.  His 
funds,  which 
deal  in  zeros  and 
mix  durations, 
did  beautifully 
as  interest  rates 
softened 


tertainment  stocks 
tshone  all  other 
mps.  And  the 
iependents,  such  as 
sney,  did  just  as  well 
the  megamergers 


Sprinting  into  the 
No.  1  position  among 
NYSE  stocks,  LA. 
Gear  gained  178%  for 
the  year.  But  short- 
sellers  think  the 
sneaker  maker  may  be 
riding  for  a  fall 


BEST  OF  1989 
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niches — oiafits  that  will  do  well  whatev- 
er the  ^  agaries  of  the  market.  His  big- 
gesl  f-iolding  is  Chili's  Inc.,  a  chain  of 
Mexican-food  restaurants  that  recently 
expanded  into  Itiilian  cuisine  (in  Texas, 
of  all  places).  Otherwise  his  portfolio  is 
studiously  eclectic,  with  holdings  such  as 
Cash  America  Investments  Inc.,  a  pawn- 
shop chain,  and  Flowmole  Corp.,  which 
makes  machines  that  cut  out  under- 
ground routes  for  pipelines.  "That's 
what  I  call  a  niche,"  Alger  quips. 

BEST  BOND  FUND  MANAGER:  Steve  Col- 
ton.  As  a  dedicated  amateur  surfer,  the 
30-year-old  Californian  has  caught 
waves  in  Indonesia,  South  Africa — you 
name  it.  But  no  tides  have  ever  been 
quite  so  opportune  as  the  economic  tidal 
wave  called  disinflation.  As  interest 
rates  grew  softer,  no  fixed-income  funds 
reacted  with  greater  joy  than  zero-cou- 
pon bond  funds.  And  no  funds  investing 
in  zeros  have  done  better  than  the  Ben- 
ham  Target  Maturities  2015  and  Target 
Maturities  2010  funds,  which  gained 
32.9%  and  25.7%  through  Nov.  30. 

Zeros  pay  no  interest  until  maturity 
and  are  sold  at  steep  discounts,  and 
funds  that  invest  in  them  are  notoriously 
volatile.  Generally  speaking,  a  one-point 
change  in  interest  rates  results  in  a  25% 
change  in  the  value  of  the  fund.  Colton 
enhanced  the  zero  funds'  returns  by  us- 
ing various  mixtures  of  durations.  Still, 
the  funds  are  an  interest-rate  bet — and 


only  suckers  think  they  know  for  sure 
where  rates  are  headed. 

BEST  COMMODITY  FUND  MANAGER: 

Paul  Tudor  Jones.  A  champion  trader 
during  the  dog  days  of  1987,  Jones 
turned  in  a  sterling  performance  in  1989 
as  "trading  adviser" — manager — of  the 
New  York-based  Elders  Special  Purpose 
Fund.  It  has  risen  44.6'a  through  Oct.  31, 
according  to  Managed  Account  Reports 
newsletter. 

This  year,  his  success  was  in  U.  S. 
government  bond  and  Japanese  yen  fu- 
tures. "We've  been  negative  on  the  yen 
since  the  beginning  of  the  year,"  says 
Jones.  Looking  ahead,  Jones  sees  down 
times  for  all  the  industrial  commodities, 
particularly  cotton,  copper,  and  lumber, 
following  a  brief  January  rally.  Short- 
term  interest  instruments  such  as  Trea- 
sury bills  and  Eurodollars  will  continue 
rallying,  but  he  feels  long-term  rates  are 
due  for  a  major  correction. 

MARKETS 


BEST  REAL  ESTATE  MARKET:  Honolulu 
metropolitan  area.  Hawaii  is  a  great 
place  to  visit.  But  if  you  plan  to  live 
there,  get  ready  for  the  hunt  of  your 
life.  Prices  of  residential  real  estate  in 
the  Honolulu  metro  area  have  increased 
41%  this  year  through  Oct.  30,  according 
to  figures  compiled  by  the  Office  of 
Thrift  Supervision. 


Two  factors  have  been  driving  th 
market — an  acute  housing  shortage  ani 
speculation.  Occupancy  of  multifamil 
homes  is  99.5%.  For  single-family  homes 
it's  99.7%.  Real  estate  speculation  bf 
came  intense  in  1986,  when  Japanes 
poured  billions  into  the  market  becaus 
of  the  dollar's  weakness.  "The  shortag 
is  approaching  the  point  of  being  crit 
cal,"  says  Bank  of  Hawaii  economis 
Wall  M.  Osman.  Japanese  investment  i 
on  the  wane,  but  it  is  unlikely  that  sup 
ply  will  soon  catch  up  with  demand. 

BEST  COMMODITY:  Gas  oil.  That's  th. 
European  term  for  what  Americans  cal 
heating  oil,  and  it  has  had  a  simmerinj 
year  because  of  short  supplies  and  in 
creasing  seasonal  demand  as  an  earlj 
cold  winter  hit  Europe  and  the  U.  S 
Prices  are  now  $213  per  metric  ton,  vs- 
$150  at  yearend  1988,  a  42%  rise. 

Worldwide  distillate  stocks  were  lov 
at  the  beginning  of  the  year,  and  hav^ 
headed  lower  since  then.  An  explosion  a 
the  Soviet  Union's  Batumi  refinery  oi 
the  Black  Sea  didn't  help.  And  buyer 
for  the  huge  West  German  market  ar 
expected  to  continue  bidding  up  price 
as  long  as  the  low  water  level  of  th' 
Rhine  keeps  constricting  supplies  in  tha 
country.  So,  if  you're  up  to  your  elbow 
in  gas  oil,  here's  some  advice  for  199C 
Keep  watch  on  the  Rhine. 

By  Gar-y  Weiss  in  New  York,  with  Im 
reau  reports 


The  Blue-Ribbon  Bunch 


Metropolitan 

Honolulu  is  now 
the  hottest  real 
estate  market  in 
the  country. 
Speculation — 
especially  by  the 
Japanese — 
helped  drive 
home  prices  up 
more  than  40% 


Paul  Jones's 
highflying 
Elders  Special 
Purpose  Fund 
won  him  first 
place  among 
commodity  fund 
managers 


HMO  AMERICA,  Inc. 

Chicago-based  HMO  America  cashed  in  on  the  rush  to 
lower  health  care  costs.  Continuing  its  turnaround,  it 
outperformed  all  other  over-the-counter  stocks  for  1989 
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Actual  size. 


An  interest  rate  fluctuation  in  Tokyo  kills  a  real  estate  deal  in 
Des  Moines.  Bond  swings  in  London  spell  the  difference  between 
the  success  or  failure  of  a  public  offering  in  New  York. 

It's  a  small  world.  Where  financial  markets  are  interconnected. 
Where  events  unfold  faster.  Decisions  are  trickier.  The  future  more 

unpredictable. 

No  one  is  better 
positioned  to  help  you 
in  this  climate  than  the 
CIGNA  companies. 

We  have  specialists 
around  the  world.  In 
ever3^hing  from  fixed 
income  and  real  estate 
to  domestic  and 
international  equities. 

A  team  constantly 
exchanging  information 
to  give  us  a  better  view 
of  the  big  picture. 

As  a  result,  we're  able 
to  see  things  others  may 
not;  anticipate  events, 
not  just  react  to  them;  and  separate  opportunities  from  pitfalls. 

We  apply  that  knowledge  to  solid,  prudent  investment  strategies, 
customized  to  your  specific  needs.  Balancing  return  potential  with  a 
risk  level  that  meets  your  objectives. 

For  information,  write  CIGNA  Investments,  Inc.,  Dept.  RD, 
Hartford,  CT  06152.  Because  when  the  world  is  this  small,  every 
investment  decision  is  a  big  one. 


We  get  paid  for  restiltsr 
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FUNDS  PULLED  IN  FAT  RETURNS 
IN  SPITE  OF  THEMSELVES 
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The  market  surge  and  investor  confidence  get  the  credit,  not  managers'  acumen 


lappy  days  are  here  again" 
might  well  be  the  theme  for 
I  mutual  fund  investors.  Spurred 
by  the  stock  market's  rally,  equity  funds 
continue  to  be  the  easiest  way  for  small 
investors  to  try  to  become  large  inves- 
tors. Through  Dec.  8,  the  average  equity 
fund  advanced  a  sprightly  22.97(.  Even 
old-fashioned,  "vanilla"  growth  funds 
performed  very  nicely,  advancing  257' 
during  the  year  despite  the  market  sell- 
off  on  Oct.  13.  "The  year  was  surprising- 
ly good,"  observes  Sheldon  Jacobs,  edi- 
tor of  the  No-Load  Fund  Investor 
newsletter.  "To  me,  it  proves  the  advan- 
tages of  long-term  holdings  and  not  pan- 
icking after  occasional  downdrafts." 

Indeed,  investors  seem  to  agree  that 
funds  are  a  safe  haven  for  their  cash. 
After  the  Oct.  13  sell-off,  customers  did 
not  retreat  from  mutual  funds,  as  they 
did  after  Bloody  Monday  in  a  wave  of 
redemptions  whose  negative  effect  on 
the  stock  market  continued  through  the 


end  of  1988.  Fund  investors  began  to 
trickle  back  early  in  1989,  and  the 
stream  became  a  steady  current  as  the 
market  rallied  to  new  highs.  Through 
the  first  10  months  of  1989,  equity  fund 
sales  exceeded  redemptions  by  $3.3  bil- 
lion, including  exchanges  within  fund 
families,  as  compared  with  net  redemp- 
tions of  $11.6  billion  during  the  same 
period  of  1988.  Clearly,  equity  funds 
have  come  back — fueled  by,  and  fueling, 
the  market  surge. 

JUNK-TAINTED.  I^ut  if  fund  investors  had 
good  reason  to  be  happy,  fund  managers 
had  mighty  little  to  be  proud  of.  Impres- 
sive as  the  numbers  were,  they  were 
generally  not  the  product  of  managers' 
stock-picking  acumen  but  rather  the 
healthy  rise  in  the  market  overall.  Funds 
continued  to  lag  the  market,  falling 
short  by  seven  percentage  points  in 
1989 — well  in  excess  of  the  penalty  im- 
posed on  funds  by  operating  expenses. 
The  only  fund  groups  to  beat  the  market 


were  in  health  care  stocks,  which  ros 
46?J  this  year,  and  utilities.  Among  th 
laggards  were  international  funds 
which  rose  just  19%-  largely  as  a  resu 
of  the  dollar's  overall  strength.  Gol 
funds  finally  began  to  take  off,  risin: 
25.5%  as  bullion  prices  surged  abov 
$400  an  ounce. 

And  among  fixed-income  funds,  ther 
were  even  fewer  bright  spots.  Averag 
investors  in  taxable  fixed-income  fund 
realized  a  total  return  of  8.8% — nc 
much  better  than  they  could  have  gotte 
from  federally  insured  certificates  of  d< 
posit  at  their  local  bank.  Bond  fund  pei 
formance  was  dragged  down  by  junl 
bond  funds,  which  declined  by  0.72' 
through  Nov.  30,  according  to  the  func 
watchers  at  Morningstar  Inc.  in  Chicag( 
There's  a  substantial  school  of  though 
that  junk-bond  funds  will  rise  again,  bi: 
some  mutual  fund  pros  aren't  ready  t 
buy.  "We  hear  that  this  is  a  buying  oj 
portunity  for  high-yield  funds,  but  we'r 
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TWENTIETH  CENTURY:  A  MIGHTY  PERFORMER  FOR  TRULY  SMALL  INVESTORS 


JAMES  E.  STOWERS  JR. 
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James  E.  Stowers  Jr.  is 
not  the  kind  of  hard-driv- 
ing mutual  fund  execu- 
tive who  eats  lunch  at  his 
desk,  staring  at  the  stock- 
quote  machine  lest  he  miss 
some  vital  market  turn.  No, 
the  president  and  founder  of 
Twentieth  Century  Investors 
takes  his  noontime  meal  in 
the  employee  cafeteria, 
where  he  nibbles  on  a  home- 
made peanut  butter  sandwich 
while  ciiatting  with  the  peo- 
ple who  work  for  him. 

And  if  the  market  does 
take  a  dive,  it's  not  likely  to 
faze  the  mild-man I'ered,  65- 
year-old  president  i>f  this 
Kansas  City  (Mo.)-baseu  fund 
empire,  which  manages  i  ' 
billion  in  assets.  In  bull  mai 
bear,  Stowers'  equity  funds 
stay  fully  invested  in  the  stock  maii-et 
That  strategy,  along  with  a  formidabie 
^ck-picking  record,  has  paid  band- 
y's dividends  for  Twentieth  Centu- 


et 


and 

/ays 


ry's  600,000  shareholders.  Three  of 
Twentieth  Century's  equity  funds — 
Vista,  Giftrust,  and  Growth — were 
among  the  top  finishers  in  the  1989 
rankings,  finishing  8th,  13th,  and  20th. 
The  three  also  boast  above-par  perfor- 


mance over  five  years,  with  Giftrust  in 
fifth  place. 

That's  a  mighty  impressive  showing 
for  this  last  bastion  of  the  truly  small 
investor — all  the  funds  have  no  mini 
mum  investment,  except  Giftrust's 
$100.  Stowers  aims  to  maintain  the 
track  record  by  sticking  with  the 
group's  nuts-and-bolts  approach  to 
stock  picking.  "We  don't  try  to  specu- 
late on  where  the  market  is  heading 
We  try  to  pick  the  best  companies, 
which  we  define  as  those  whose  reve- 
nues and  earnings  are  accelerating," 
says  Stowers,  who  founded  the  fund 
group  back  in  1958. 

When  Stowers  says  "we,"  he's  not 
using  the  word  lightly.  He  heads  a 
team  of  five  money  managers  who  se 
lect  stocks  based  upon  a  computerized 
file  on  7,000  stocks — a  huge  datti  base 
whose  software  was  designed  by 
Stowers  himself.  If  there's  safety  in 
numbers,  and  hardware.  Twentieth 
Century's  future  will  be  assured  into 
the  21st. 

By  Gary  Weiss  in  New  York 
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t  so  sure,"  says  Joelle  Aractingi,  an 
jistant  vice-president  of  Republic  Na- 
nal  Bank  of  New  York,  which  runs 
50  million  in  mutual  fund  holdings  for 
3nts.  In  the  event  of  a  recession,  she 
tes,  junk  bonds  stand  to  fall  further. 
The  most  widely  held  mutual  funds 
1  not  distinguish  themselves  either, 
nong  the  top  10,  only  the  largest,  the 
i  billion  Fidelity  Magellan  fund,  man- 
ed  to  beat  the  market.  Magellan  real- 
id  a  gain  of  33.24%,  despite  a  decline 
slightly  under  1%  during  the  third 
arter.  Alas,  Magellan's  experience 
IS  an  exception  to  the  rule.  By  con- 
ist,  the  Windsor  fund,  the  second  larg- 
t  with  $8.7  billion  in  assets,  eked  out  a 
in  of  16.3%  during  the  year,  after  a 
\%'  decline  in  the  third  quarter. 
Investors  frequently  have  better  luck 
th  well-run  smaller  funds  than  the  be- 
moths,  which  have  trouble  beating  the 
irket  no  matter  how  well  managed 
ey  are.  At  Fidelity,  one  up-and-comer 
the  Contrafund,  whose  42.4%  gain 
iced  it  No.  23  in  the  rankings.  Fund 
anager  Jeff  Viniic  took  over  a  year  ago 
id  made  a  correct  guess  about  the  mar- 
it's  direction:  "Basically,  I  played  of- 
nse  for  the  first  half  to  two-thirds  of 
e  year,"  he  reports.  Among  his  win- 
irs  in  1989  were  L.  A.  Gear  Inc.,  the 
p  performer  on  the  Big  Board,  which 
inik  bought  early  and  sold  recently,  af- 
r  it  nearly  quadrupled  in  price.  But 
inik  is  defensive  nowadays:  "I  can't 
id  anything  that  I  think  will  go  up." 
HDAUNTED.  Investors  are  considerably 
ss  cautious,  continuing  to  pump  money 
to  mutual  funds— albeit  without  the 
ithusiasm  that  was  rampant  just  be- 
ire  the  market  peaked  in  August,  1987. 
)  long  as  the  market  continues  to  show 
rength — and  they're  not  scared  off  by 
le  inevitable  sell-offs — equity  fund  in- 
istors  will  continue  to  show  confidence. 
Investors  in  bond  funds  should  do  well 
the  economy  flutters  down  into  the 
luch-predicted  soft  landing.  But  as 
mk-bond  fund  investors  have  found, 
ich  gains  can  vanish  just  as  easily  as 
ley  come  if  the  economic  winds  blow 
le  wrong  way.  That's  especially  true 
)r  zero-coupon  bond  funds,  which  will 
op  like  a  balloon  at  the  first  pin-prick  of 
iflation.  Unless  they  fancy  themselves 
s  interest-rate  seers,  investors  in  bond 
ands  would  do  well  to  stick  with  funds 
ivesting  in  short-term  securities  or  in 
ands  that  have  flexibility  to  choose 
mong  securities  of  varying  maturities, 
.nd  the  spread  between  tax-free  bond 
unds  and  taxables  has  narrowed  dra- 
latically,  making  muni-bond  funds 
3mpting  buys.  Whatever  may  happen  to 
larkets  and  interest  rates,  investors  can 
Iways  rely  on  death  and  taxes — prefer- 
bly  in  reverse  order. 
By  Gary  Weiss  in  New  York,  with  Laura 
ereski  in  Boston 


EQUITY  MUTUAL  FUNDS:  HOW  THEY  STACKED  UP 

1989  BEST 

Total  return* 

Average  annual  return* 

Alger  Small  Capitalization  Portfolio 

65.89% 

Merrill  Lynch  Pacific  A 

32.72% 

United  Services  Gold  Shares 

59.88 

Japan 

31.01 

Strategic  Investments 

59.03 

Trustees'  Commingled  Intl.  Equity 

29.81 

Fidelity  Select  Medical  Delivery 

58.39 

Vanguard  World  International  Growth 

29.61 

Financial  Strategic  Health  Sciences 
Sherman  Dean 

57.38 
52.12 

Twentieth  Century  Giftrust  Investors 
Kleinwort  Benson  International  Equity 

29.05 
28.96 

Fidelity  Select  Energy  Service 

51.46 

Alliance  International 

28.92 

Twentieth  Century  Vista  Investors 

51.42 

PaineWebber  Classic  Atlas 

28.78 

International  Investors 

50.91 

T.  Rowe  Price  International  Stock 

28.64 

Janus  Twenty 

49.85 

Financial  Strategic  Pacific  Basin 

28.33 

Average  for  843  equity  funds 

22.89% 

Average  for  489  funds 

16.02% 

S&P  500-sto«k  index 

29.67% 

S&P  SOO-stock  index 

20.36% 

1989  WORST  1 

FIVE-YEAR  WORST 

Total  return* 

Average  annual  return* 

Strategic  Gold/Minerals 

-10.96% 

American  Heritage 

-12.37% 

DFA  United  Kingdom  Small  Company 

-9.55 

44  Wall  Street 

-10.54 

Security  Omni 

-6.45 

Strategic  Gold/Minerals 

-9.48 

Rochester  Growth 

-5.98 

Steodman  Ocean.  Technology  &  Growth 

-6.35 

National  Real  Estate  Income 

-4.97 

Steadman  American  Industry 

-4.30 

American  Heritage 

-1.87 

Strategic  Investments 

-4.18 

United  Services  LoCap 

-1.47 

Steadman  Investment 

-0.33 

Merrill  Lynch  Special  Value  B 

-1.23 

Fidelity  Select  Technology 

0.75 

Merrill  Lynch  Special  Value  A 

-0.24 

Nautilus 

1.04 

Prudent  Speculator  Leveraged 

0.41 

Rrst  Investors  Discovery 

1.56 

*Appreciation  plus  capital  gains  through  Dec.  8  for  1989  figures  and  Nov.  30  for  five-year  numbers 
DATA;  MORNINGSTAR  INC 

THE  BEST  OF  THE  BOND  FUNDS 

1989's  BEST 
TAXABIE  BOND  FUNDS 

1  1989'sBEST 

TAX-FREE  BOND  FUNDS 

Total  return* 

Total  return* 

Benham  Target  Maturities  2015 

32.90% 

Churchhill  Tax-Free  Kentucky 

12.40% 

Benham  Target  Maturities  2010 

25.73 

Carnegie  T/E  Income  Natl.  High-Yield 

12.21 

Fidelity  Convertible  Securities 

24.75 

Nuveen  Tax-Free  Bond  Ohio 

11.41 

Scudder  U.S.  Govt.  Zero  Coupon  2000 

20.70 

Financial  Tax-Free  Income 

11.38 

Benham  Target  Maturities  2005 

19.77 

Premier  Tax-Exempt  Bond  Florida 

11.28 

Average  for  421  funds 

8.79% 

Average  for  334  funds 

8.61  % 

FIVE-YEAR  BEST: 
TAXABLE  BOND  FUNDS 

1                FIVE-YEAR  BEST: 
1             TAX-FREE  BOND  FUNDS 

Total  return* 

Total  return* 

Mass.  Financial  International  Bond 

17.90% 

Elfun  Tax-Exempt  Income 

14.20% 

Dreyfus  Convertible  Securities 

15.70 

United  Municipal  Bond 

13.94 

Phoenix  Convertible 

14.55 

SteinRoe  Managed  Municipals 

13.65 

American  Capital  Harbor 

14.19 

Putnam  Tax-Exempt  Income 

13.62 

Vanguard  Preferred  Stock 

14.09 

Financial  Tax-Free  Income 

13.54 

Average  for  1 57  funds 

10.14% 

Average  for  131  funds 

10.81% 

*Appreciotion  plus  reinvested  dividends  and  capital  gains  through  Nov.  30 
DATA:  MORNINGSTAR  INC. 
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FOR  BONDS,  GLAD  TIDINGS 
IN  THE  YEAR  TO  COME 


'1990  is  the  year  to  invest  for  income,  not  capital  gains' 


m 


eady  doses  of  lower  interest 
rates  have  kept  the  bond  market 
euphoric  since  spring.  And  things 
should  stay  relatively  blissful — at  least 
for  the  first  half  of  1990.  The  country's 
sommelier,  the  Federal  Reserve  Board 
of  Alan  Greenspan,  is  likely  to  keep 
pouring  out  enough  money  to  mellow 
the  economy  so  as  to  avoid  both  reces- 
sion and  inflation.  But  if  the  economy 
becomes  too  robust,  the  Fed  may  have 
to  inch  rates  back  up  again  later.  That 
would  spell  weaker  bond  prices,  though 
iiothing  dramatic.  Says  James  L.  Ko- 
(han,  chief  bond  strategist  for  Merrill 
L  (  h  &  Co.:  "We  won't  be  able  to  dupli- 
es, 1089." 

l.  '  .  a  replay  of  1989's  WA  price 
runuj  as  measured  by  Shearson  Leh- 
man h  ilton  Inc.'s  T-Bond  Inde.x,  is  hard 
to  imagine.  Yet  even  though  the  rally's 
days  may  be  numbered,  nobody  expects 
a  huge,  price-decimating  spike  in  rates. 
As  Merrill  Lynch  sees  it,  the  bellwether 


30-year  Treasury  bond,  now  yielding 
around  7.9%,  should  drop  to  in 
spring  and  then  gradually  climb  back  to 
8.4'f  at  yearend  (chart).  But  that's  still 
nothing  like  the  9.27f  level  where  the 
long  bond  started  1989,  let  alone  its  most 
recent  peak  of  10.3'/'  just  before  the  Oc- 
tober, 1987,  stock  market  crash. 

For  investors  looking  to  sell  their 
bonds  for  a  home  downpayment,  the  pro- 
spective midyear  fading  of  the  bond  ral- 
ly is  reason  to  act  soon.  For  those  aim- 
ing to  lock  in  the  highest  rates,  now  or 
next  fall  offers  the  best  promise.  Says 
Kochan:  "1990  is  the  year  to  invest  for 
income,  not  capital  gains."  With  inflation 
tamed  to  about  4.57'  a  year,  even  87  or 
so  on  long  Treasuries  provides  a  respect- 
able real  interest  rate  of  37  to  47^. 
STRATEGIC  THINKING.  The  risk  to  the 
long  bond  is  if  Greenspan  lets  the  econo- 
my down  too  hard,  then  stimulates  it 
into  a  new  takeoff  that  produces  an  in- 
flationary surge.  Similarly,  it's  not  wise 


k 


to  buy  Treasury  bills,  whose  terms  ar 
one  year  or  less,  if  you  intend  to  trad 
them  before  maturity.  When  the  Fed  ha 
to  fight  inflation  harder,  it  tj'picall 
jacks  up  the  shortest  interest  rates  first 
knocking  down  the  prices  of  T-bills  am 
other  short-term  securities.  Anthony  J 
Vignola  Jr..  a  Kidder  Peabody  &  Co 
managing  director,  recommeds  the  five 
year  Treasury  note,  now  yielding  7.77: 
as  the  perfect  compromise  betweei 
short  and  long  Treasuries.  "It  gives  yo\ 
the  highest  return  with  the  minimun 
amount  of  risk,"  he  says. 

What  about  going  for  even  highe 
yields  with  corporate  bonds?  Invest 
ment-grade  10-year  corporates  yield 
tasty  1.5  percentage  points  more  thai 
comparable  Treasuries.  Better  yet,  bluef 
chip  corporates  are  coming  back  int< 
vogue  because  a  major  threat  to  thei 
ratings  has  receded.  A  year  ago,  the.^ 
were  vulnerable  to  the  reverse  Mida; 
touch  of  the  leveraged  buyout.  The  take 
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ver  boom  was  loading  companies  with 
uge  amounts  of  new  debt,  quickly  re- 
ucing  their  top-grade  bonds  to  junk  sta- 
as  and  sending  prices  skidding.  The 
irgest  LBO  in  history,  RJR  Nabisco  Inc., 
apped  the  company's  bondholders  with 
lillions  in  paper  losses.  Happily  for 
ondholders,  the  LBO  craze  is  waning, 
.nd  new  issues  increasingly  include 
event-risk  language,"  which  requires  is- 
uers  to  return  the  principal  if  there's  a 
ating  decline. 

But  don't  think  that  the  quiet  life  has 
eturned  to  corporate  bonds.  The  Securi- 
ies  &  Exchange  Commission  might  ease 
s  Rule  144a.  This  would  make  it  sim- 
ler  for  companies  to  sell  massive  blocks 
f  bonds  to  large  institutional  investors 
rivately,  bypassing  the  financial  disclo- 
ures  and  lengthy  approval  process  re- 
uired  in  public  offerings.  Loosening 
lule  144a  could  end  up  bolstering  the 
rice  of  remaining  publicly  held  issues 
lecause  of  scarcer  supply.  But  individual 
ivestors  would  have  fewer  choices. 
EMPTING  YIELDS.  Meanwhile,  it  has  been 
nonths  since  people  were  lining  up  to 
luy  junk  bonds,  those  rated  below  in- 
estment-grade.  The  autumn  debacle  in 
he  junk  market,  touched  off  by  the 
voes.  of  debt-burdened  Campeau  Corp., 
eminded  investors  that  buying  bonds 
vith  tempting  yields — now  about  7  per- 
entage  points  more  than  Treasuries — 
an  be  a  dangerous  bargain.  The  peril  is 
hat  an  economic  slowdown  will  leave 
nany  of  the  heavily  leveraged  junk  issu- 
ers too  short  of  cash  to  keep  up  their 
nterest  payments. 

Still,  everything  about  junk  isn't  bad 
lews.  Defaults  are  less  than  37c  annual- 
y,  and  just  nine  companies  make  up  al- 
nost  half  the  defaulted  dollar  total  over 
he  past  12  years,  including  Integrated 
.lesources,  Southmark,  and  LTV.  It's  pos- 
lible  to  buy  junk  with  strong  cash  flow 
md  yields  in  the  low  teens,  only  slightly 
)elow  those  of  the  junkiest  junk.  If 
/ou're  buying  high-yield  debt,  relatively 
safe  issues,  from  the  likes  of  RJR  (13.2%), 


TROLLING  FOR  PRIZES  IN 
THE  BACKWATER  OF  THE  FIXED-INCOME  MARKEr 


SUSAN  PEABODY 


unicipal  bonds  seldom  make 
1  headlines  or  capture  Wall 
[street's  attention.  They're  the 
humdrum  province  of  investors  who 
buy  and  usually  hold  them  as  one  of 
the  last  few  tax  shelters.  But  Susan  G. 
Peabody,  who  runs  six  muni  mutual 
funds  for  Alliance  Capital  Management 
Corp.,  sees  that  world  as  an  exciting 
place.  She  spends  her  days  trolling  for 
prizes  in  what  she  calls  "the  backwater 
of  the  fixed-income  market."  Her 
search  for  top-flight  munis  ranges  over 
thousands  of  government  bodies,  from 
states  to  sewer  authorities. 

Peabody  looks  in  unlikely  places, 
such  as  a  recent  $738  million  issue  by 
the  Washington  Public  Power  Supply 
System.  That's  the  same  "Whoops" 
that  had  the  giant  default  in  1983.  "The 
problem  there  has  been  cleaned  up," 
says  Peabody,  confident  of  the  staying 
power  of  WPPSS's  7.5%-  yield,  which 
translates  to  11.2%  on  a  tax-equivalent 
basis  for  someone  in  the  33%  bracket. 
Peabody  leans  toward  high-tax  states 
because  there's  always  a  ready  market 
among  burdened  residents.  She  can 
more  easily  sell  a  New  York  issue  in 
New  York,  which  has  a  7.9%  maximum 
state  income  tax,  than  a  Texas  issue  in 
Texas,  which  has  no  income  tax. 


INTEREST  RATES  ARE  HEADING 
DOWN -FOR  AWHILE 


JAN. 
A  PERCENT 
OAIA:  DRI/McGRAWHIll,  MERRIIL  LYNCH 


Turner  Broadcasting  System  (11.9%), 
and  Fort  Howard  (13.27'),  make  sense. 
Bargains  will  continue  to  be  available 
because  of  the  junk-market  doldrums. 

Risk-averse  investors,  who  neverthe- 
less want  to  do  better  than  Treasuries, 
should  take  a  look  at  mortgage-backed 
bonds,  which  are  created  by  pooling  indi- 
vidual mortgages  insured  or  guaranteed 
by  various  federal  agencies.  Government 
National  Mortgage  Assn.  securities, 
known  as  Ginnie  Maes,  are  yielding  1.5 
percentage  points 
more  than  Treasur- 
ies. Although  mort- 
gages from  failed 
savings  and  loans 
are  being  pooled 
behind  new  bonds, 
the  extra  supply 
has  not  softened 
prices  as  much  as 
feared  because 
commercial  banks 
and  insurance  com- 
panies are  gobbling 
them  up.  There 
is  little  fear  of 
a  price-depressing 
glut  from  a  surge 
of  new  mortgages 
because  home  sales 


•ESTIMATES 


With  $1.5  billion  under  management 
since  she  started  in  1984,  Peabody  has 
done  well  as  a  muni  fund  manager. 
Her  largest  fund.  Alliance  National 
Portfolio,  is  ranked  26  out  of  251  gen- 
eral-purpose bond  funds  tracked  by 
Morningstar  Inc.  Says  Peabody:  "It's  a 
big  country  with  a  lot  of  bonds  out 
there."  And  a  lot  of  good  yields. 

By  Larry  Light  m  New  York 


are  lackluster  and  should  stay  that  way. 

A  bigger  supply  is  in  prospect,  howev- 
er, for  municipal  bonds,  whose  most  al- 
luring attribute  is  being  tax-exempt.  In 
the  1990s,  rebuilding  America's  crum- 
bling bridges,  highways,  and  sewers 
bodes  a  surge  in  new  munis,  holding 
down  prices  and  buoying  yields.  Ailing 
life  and  casualty  insurers  are  expected 
to  keep  dumping  their  muni  holdings 
during  1990,  and  that  will  also  swell  sup- 
plies. If  Washington  raises  tax  rates  to 
reduce  its  budget  deficit,  munis  will  look 
better  still.  Muni  yields  now  are  95%  of 
Treasuries' — a  dramatic  increase  from 
the  more  traditional  85%  level  a  year 
ago.  Throw  in  the  tax  exemption,  and 
munis  are  even  more  enticing:  A  20-year 
Hawaii  Airport  Systems  revenue  bond, 
rated  AAA  and  yielding  7.25%,  is  the 
equivalent  of  a  taxable  10.8%. 

Overall,  the  forecasts  for  a  steady-as- 
you-go  economy  are  glad  tidings  for  the 
bond  market.  Greenspan's  Fed  has  the 
virtue  of  moving  slowly  and  cautiously, 
so  the  chances  of  getting  blindsided  are 
small.  "The  slower  the  Fed  eases  inter- 
est rates,  the  better  for  bonds,"  says 
William  L.  Silber,  a  business  professor 
at  New  York  University's  Stern  School. 
And  the  better  for  bondholders. 

By  Larry  Light  in  New  York 
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JUNK  BONDS 
ARE  CLIMBING  OUT  OF  THE  GRAVE 


Careful  investors  could  see  returns  of  25%  in  1990 — if  there  is  no  recession 


lor  years,  junk-bond  investors  fo- 
Icused  on  the  lush  reward  of  yields 
in  the  teens  and  dismissed  the  rea- 
son for  them — the  risk  of  never  getting 
their  money  back.  Then,  when  a  few  con- 
spicuous issuers  ran  into  trouble  keep- 
ing up  with  their  debt  obligations,  junk- 
bond  prices  generally  fell  so  sharply  that 
their  1989  total  return  through  Novem- 
ber averaged  a  paltrj-  1.1'"  . 

But  junk  bonds  have  taken  such  a 
pummeling  that  "it's  the  bu\ing  oppor- 
tunity of  the  decade,"  says  Tom  Mad- 
den, senior  vice-president  of  Federated 
Securities  Inc.  In  recent  weeks,  the  high- 
est quality  junk  bonds  have  started  to 
rebound  from  their  September  lows, 
with  the  middle-tier  credits  beginning  to 
follow.  If  the  momentum  continues,  in- 
vestors who  choose  well  could  see  total 
returns  of  25%  in  1990,  says  Robert 
Lupo.  high-\ield  research  director  at 
Smith  Barney.  Harris  Upham  &  Co. 
SPREADING  BLAME.  What's  driving  the 
fledgling  rebound  is  the  recognition  that 
the  junk  bonds  of  relatively  strong  issu- 
ers have  been  dragged  down  by  the  gen- 
eral fear  of  default.  The  damage  came 
from  the  parade  of  junk-bond  issuers 
that  got  into  financial  binds.  The  whole 
market  is  still  being  punished 
for  these  problems.  The  average 
junk  bond  is  yielding  about 
14.5%,  a  full  seven  percentage 
points  above  that  benchmark  of 
safet}',  the  three-month  Trea- 
sur\-  bill.  That's  double  the  dif- 
ference at  the  start  of  1989. 

The  biggest  price  rebounds 
could  come  in  the  most  dis- 
tressed tier  (table).  That's  where 
yields  exceed  20'<  but  the  risks 
of  principal  loss  are  commensu- 
rately  high,  making  the  area  un- 
safe for  most  individual  inves- 
tors. Some  of  these  companies 
are  just  having  tough  times, 
while  others  are  attempting  to 
Ugr.   :  their  debt  burden  with  a 


securities  also  have  decent  debt  cover- 
age, offering  closer  to  15%  }ield  and 
selling  a  bit  below  par. 

Mutual  funds  that  invest  in  junk 
bonds  offer  more  stability  than  any  one 
issue  can.  But  results  van,'  widely: 
Those  that  put  more  priority-  on  high 
yield  than  on  credit  homework  posted 
total  losses,  even  after  interest,  of  as 
much  as  10'"'  through  October.  The  best 
gained  up  to  7%. 

It  also  helped  to  be  on  the  sidelines. 


SOME  JUNK-BOND  PICKS 
IN  ALL  THREE  TIERS 
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Issuer 

Coupon 

Maturity 

Recent 
price 

TOP  TIER 

KROGER 

12.875% 

1999 

104 

RJR/NABISCO 

13.5 

2001 

104 

SAFEWAY  STORES 

14.5 

1996 

1023/4 

TURNER  BROADCASTING 

12.0 

2001 

lOr'2 

MIDDLE  TIER 

LOEHIVIANN'S  HOLDINGS 

13.75 

1999 

92  V2 

MARK  IV  INDUSTRIES 

12.375 

2003 

92 

RALPH'S 

14.00 

2000 

lOlVa 

TRIAD  SYSTEMS 

14.00 

1992 

98 

BOnOM  TIER 

NATIONAL  GYPSUM 

11.375 

1997 

60y2 

PAYLESS  CASHWAYS 

14.50 

2000 

67 

SOUTHLAND 

16.75 

2002 

20 

USG 

13.25 

2000 

60 

'Dollars  per  $100  of  foce  value.  Transaction  prices  will  vory  from  quoted  levels  be- 
cause of  market  illiquidity 

data'  smith  barney,  harris  upham  &  co.;  drtec  stcurmes; 
McCarthy,  crisanti  &  mcktb 


One  top  performer,  the  Stemroe  High 
Yield  fund,  had  a  7.4%  total  return 
through  October,  made  up  of  a  10.5% 
yield  and  a  principal  loss  of  3.1%;.  It  was 
only  30%  invested  in  bona  fide  junk — 
bonds  rated  B  or  lower — with  the  rest 
tucked  away  in  higher-rated  bonds  and 
short-term  securities. 

Meanwhile,  the  American  Capital 
High  Yield  fund  had  a  dismal  total  re- 
turn of  negative  10.4*^' — its  24.8%  price 
plunge  more  than  offset  the  14.4%  jield. 
"What  distinguishes  one  manag- 
er from  another  is  how  much 
junk  they  own  and  what  they 
offset  it  with  in  cash  or  bonds," 
says  Tyler  Jenks,  research  di- 
rector at  Kanon,  Bloch,  Carre,  a 
Boston  brokerage  firm  specializ- 
ing in  mutual  funds. 

The  major  caveat  to  buying 
junk  bonds  is  the  "R"  word. 
No  one  knows  how  junk  bonds 
will  do  in  a  recession,  since 
only  a  small  junk  market  exist- 
ed during  the  last  one.  In  a 
serious  recession,  defaults, 
which  have  already  increased 
during  a  healthy  economy,  could 
ratchet  up  still  higher,  leaving 
investors  with  large  losses  of 
principal. 

But  for  intrepid  investors  who 
believe  the  economy  will  lose 
steam  gradually  and  that  junk 
bonds  have  been  trashed  too 
much  already,  now  is  the  time 
for  a  trip  to  the  junkyard. 
By  Leah  J.  Nathans  in  Neiv  York 
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IF  YOU  THINK 
MUTUAL  FUNDS 
WITH  HIGH  YIELDS 
ALWAYS  MEAN 
HIGH  RETURNS, 
READ  THIS. 


Some  Plain  Talk 
About 
Mutual  Fund 
Costs 


A  Useful  Guide  For 
Cost-Consclouf  Investon 


Look  at  the  small  print 
in  many  of  today's  top-yielding 
money  market  ads  and  you'll  see 
why  the  promise  of  high  yields 
can  be  misleading— and  how 
some  mutual  fund  firms  are 
boosting  yields  by  temporarily 
waiving  operating  expenses. 
When  costs  come  back . .  .yields 
go  down. 

Vanguard's  new  booklet, 
"Some  Plain  Talk  About  Mutual 
Fund  Costs,"  shows  how  excessively  high 
expenses  can  dramatically  reduce  your 
returns. 

You'll  see  how  a  difference  of  less  than 


1%  in  costs  between  any  fund  can 
make  thousands  of  dollars  differ- 
ence in  your  investment  returns 
over  time.  You'll  learn  the  impor- 
tant cost  factors  to  consider  in 
choosing  a  fund . . .  and  how  to 
determine  a  fund's  charges  by 
the  listings  in  your  newspaper 
Compare  Vanguard  funds 
with  those  you  own  or  are  con- 
sidering. Our  average  expense 
ratio— /^^■^  than  half  the  1988 
mutual  fund  industry  average— gives 
Vanguard  mutual  fund  shareholders  an 
advantage  few  competitors— if  any— 
can  match. 


BWA9-359 


Call  1-800-662-7447 

For  a  free  copy  of 
"Some  Plain  Talk  About  Mutual  Fund  Costs" 

call  any  hour,  any  day— or  use  this  coupon.  We'll 
also  send  you  a  free  Vanguard  Information  Kit 
containing  a  Vanguard  Money  Market  Reserves 
prospectus  with  more  complete  information  on 
advisory  fees,  distribution  charges  and  other 
expenses.  Please  read  it  carefully  before  you 
invest  or  send  money. 

Vanguard 
investor  information  Department 
Valley  Forge,  Pennsylvania  19482 
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AS  PEACE  BREAKS  OUT, 
THE  PITS  SHOULD  KEEP  HOPPING 


The  East- West  thaw  is  a  boon  to  the  mark  but  could  be  a  bane  to  grain 


othing  injects  life  into  the 
futures  pits  like  upheaval, 
and  the  turmoil  sweeping 
the  communist  world  will  set  the 
tone  for  major  commodities  from 
foreign  currencies  to  grains  in 
1990  and  beyond.  The  political 
overhaul  of  Eastern  Europe  has 
already  caused  a  "flight  to  quali- 
ty" as  investors  around  the  world 
seek  safety  and  opportunities  in 
the  West  German  mark. 

Spurred  on  by  each  new  devel- 
opment in  East  Germany,  the 
VVest  German  currency  has  ral- 
lied smartly — even  against  the  re- 
cently strong  U.  S.  dollar.  The 
mark  may  be  taking  a  slight 
breather  as  the  year  comes  to  a 
close,  but  it's  expected  to  contin- 
ue its  upward  climb  during  the 
first  quarter  of  1990.  An  already 
strong  West  German  economy, 
buoyed  by  the  prospects  of  burgeoning 
economic  ties  with  Eastern  European 
countries,  are  boons  the  mark  will  enjoy 
for  the  foreseeable  future,  currency 
traders  and  analysts  predict. 

Before  the  March  futures  contract  ex- 
pires, the  mark  may  even  test  the  recent 
high  against  the  dollar  of  64.2o(;,  set  on 
the  last  day  of  trading  in  1987.  "At 
present  the  mark  is  the  strongest  of 
the  world's  major  currencies,  and  we  ex- 
pect it  to  remain  so  throughout  1990," 
says  Anne  P.  Mills,  a  currency  analyst 
with  Shearson  Lehman  Hutton  Inc.  in 
New  York. 

RAISING  THE  ANTE.  The  mark's  march  is 
all  the  more  remarkable  because  it 
comes  at  a  time  when 
U.  S.  interest  rates  are 
higher  than  those  in 
West  Germany — a  situ- 
ation that  normally 
would  slow  the  mark's 
rally.  T>-pical]y,  in  the 
'ace  of  a  burgeoning 
n;ark,  the  Federal  Re- 


o 


cies.  especially  the  yen.  And  the  Fed's 
primary  concern  appears  to  be  the  soft- 
ening U.  S.  economy.  Most  Fed  watchers 
think  the  central  bank's  next  move  won't 
be  to  raise  interest  rates  but  to  lower 
them.  While  the  Fed  has  resisted  such  a 
move  so  far,  market  obser\'ers  say  ex- 
pected weakness  in  employment  figures 
and  a  less-than-cheery  Christmas  retail- 
ing season  may  force  its  hand. 

Peace  is  breaking  out  in  the  agi'icul- 
ture  markets  as  well.  Many  traders  have 
turned  bullish  on  corn  in  recent  weeks 
because  of  the  opening  of  the  East  bloc 
countries,  says  William  Biedermann,  a 
grain  analyst  at  Allendale  Inc.,  a  grain 
trading  firm  based  in  Crystal  Lake,  111. 
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THESE  FUTURES  MAY  HAVE  MORE  ZIP  LEFT 
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But  the  bullishness  may  be  ovei  p:/] 
done,  he  argues.  The  IJ.  S.,  wit  i 
its   silos  bulging  with  surplu 
corn,  leapt  at  the  opportunity 
ship  230,000  tons  to  Poland.  Thi  s 
Poles,  though,  have  enough  grai 
in  storage  to  feed  their  peoplt 
according  to  Biedermann,  and  ar 
likely  to  turn  around  and  sell  tb 
U.  S.  imports  on  the  open  marke4(:;^j 
thereby  depressing  prices. 

While  closer  economic  ties 
the  Soviet  Union  should  givfcjr 
grain  prices  a  short-term  boost 
some  see  a  darker  long-term  pi<  ? 
ture.  The  expected  U.  S.  assis  f-' 
tance  in  helping  the  So\iets  re  ,y:. 
form  their  woeful  agriculture  p,,^ 
system  may  sow  the  seeds  of 
powerful  competitor  in  the  fu 
ture.  "This  looks  almost  like  wha  f,  v 
we  did  in  South  America  in  th 
1970s"  by  helping  countries  sucl|^,v 
as  Argentina  gear  up  soybean  produc 
tion,  Biedermann  says.  "It  turned  into 
total,  100'  f  flop,  because  now  they're  out--; 
biggest  competitors  in  the  grain  expor 
market.  The  farmers  are  paying  for  it. 
'EVOLUTIONARY  CYCLE.'  Most  observers 
however,  see  the  easing  of  East-Wes 
tensions  as  a  positive  sign  for  agricul 
ture  markets.  "Events  in  Eastern  Eu 
rope  are  a  big  bullish  factor  for  all  com 
modities  that  are  consumer  related 
whether  that  means  food  or  consumeil; 
products,"  says  George  Lamborn,  chair  ^■ 
man  of  Balfour  Machine  Futures 
New  York.  "Of  course  that  assumes 
that  the  changes  in  Eastern  Europe  staj 
changed  and  continue  the  evolutionary  - 
cycle."  These  days 
least,  most  market  play 
ers  seem  to  be  making,^:, 
just  that  assumption. 

The  expected  expan 
sion  of  Eastern  Europe 
an  economic  activitj 
won't  affect  the  Indus 
trial  metals  for  som( 
time  to  come,  but  thai 
doesn't  mean  the  mar 
kets  for  copper,  alumi 
num,  zinc,  and  tin  don' 
have  some  rally  left  ir 
them.  These  metals  art 
trading  at  relativelj 
lofty    levels,  having 


< 
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me  down  a  bit  from  postwar  highs  set 
1988.  Still,  "there's  one  last  play  in  all 
e  industrial  metals,"  insists  Frederick 

Demler,  a  metals  analyst  at  Drexel 
irnham  Lambert  Inc.  "We're  ripe  for 

upside  move  in  the  short  term,  but 
en  sometime  in  the  first  quarter  it 
ly  turn  bearish." 

Copper,  whose  price  has  been  support- 
by  tight  supplies  despite  continuing 
owth  in  production  capacity,  could  hit 
.25  per  pound,  from  current  levels  of 
out  $1.03  per  pound,  and  aluminum 
ght  jump  as  high  as  90$  per  pound, 
)m  about  75<t  recently. 
The  four-year-old  rally  in  the  sugar 
irket  continued  largely  unabated  in 
89  (chart),  and  few  foi-esee  an  end  to 
e  party  anytime  soon.  Production  trou- 
3s  in  Cuba  have  forced  the  island  na- 
m  to  purchase  sugar  on  the  open  mar- 
t  to  meet  its  export  commitments, 
ipplies  are  tight  worldwide,  with  im- 
rter  nations  falling  157,000  tons  short 
their  requirements  and  exporter  na- 
ins  anticipating  a  523,000-ton  shortfall, 
cording  to  F.  0.  Licht,  a  West  German 
gar  consultant.  A  continuing  sugar 
ortfall  could  boost  prices  to  about  20$ 
r  pound  during  the  life  of  the  March 
ntract,  up  30%  from  current  levels. 
Remarkably,  this  sugar  rally  has  in- 
ired  many  commodities  traders  to  de- 
,rt,  at  least  temporarily,  from  their 
pical  "moment-to-moment"  trading 
itlook.  These  days,  they're  talking 
lar-to-year,  figuring  that  1990  may  see 
legendary  runup  in  sugar  prices,  com- 
irable  to  those  of  the  mid-1960s,  1973, 
id  1981. 

HOLE  HOG.  The  turmoil  among  commu- 
st  countries  adds  a  sour  note  to  the 
igar  picture,  note  some  analysts,  be- 
.use  the  Soviet  Union  and  China,  two 
'  the  biggest  importers  of  the  commod- 
f,  have  been  less  active  in  the  markets. 
Iso,  the  runaway  optimism  pervading 
e  sugar  pits  is  making  some  traders 
;rvous.  "There  has  been  such  a  tremen- 
)us  increase  of  speculative  trading  that 
le  market  tends  to  react  very  quickly, 
1  the  upside  as  well  as  the  downside," 
lys  Lamborn  of  Balfour  Maclaine. 
The  livestock  markets  promise  to  be 
rely,  too,  with  the  focus  shifting  from 
ozen  pork  bellies  to  live  hogs.  Belly 
•ices  had  a  runup  of  more  than  70% 
iring  the  fall,  to  top  65$  per  pound.  But 
ley  have  since  backtracked  to  50$  and 
•e  still  sliding. 

This  winter,  buoyed  by  consumers' 
iarty  appetites  for  pork  and  bacon,  live 
)g  prices  are  expected  to  make  their 
lOve,  surgmg  by  as  much  as  18%  to  57$ 
5r  pound  by  the  spring,  according  to 
ale  Benson  of  Dean  Witter  Reynolds 
ic.  in  Chicago.  Benson  expects  prices  to 
)p  out  in  the  spring,  as  hog  farmers 
)und  off  the  rebuilding  of  their  herds 
lat  began  in  1989. 


The  rally  that  boosted  heating  oil  in 
1989  is  expected  to  have  plenty  of  fuel 
left  in  1990.  The  picture  is  one  of  short 
worldwide  supply  and  high  demand,  ex- 
acerbated by  weather  and  catastrophes. 
Stocks  of  heating  oil  in  the  U.  S.  have 
been  tightening  for  the  past  two  years, 
and  cold  snaps  in  the  fall  and  early 
winter  throughout  the  northeastern 
U.  S.,  Britain,  and  Europe  have  kept  de- 
mand high. 

Key  supplies  of  heating  oil  are  being 
choked  off  bv  low  water  levels  on  the 


Rhine  river  in  West  Germany.  And  an 
explosion  in  early  December  at  the  Sovi- 
et Union's  Batumi  oil  refinery  on  the 
Black  Sea  will  reduce  Soviet  shipments 
below  the  previously  expected  25%  de- 
cline from  1989  levels,  says  Rita  Beale, 
an  energy  analyst  with  Shearson  Leh- 
man. But  with  so  much  of  the  world's 
geopolitical  makeup  in  flux,  those  look- 
ing for  action  in  1990  in  the  commodities 
markets  should  have  little  trouble  stay- 
ing warm. 

By  David  Gieising  in  Chicago 


A  BLAST  FROM  THE  PAST 
FOR  THE  CHICAGO  BOARD  OF  TRADE? 


LESLIE  ROSENTHAL 


Leslie  Rosenthal  has  bright  plans 
for  the  Chicago  Board  of  Trade. 
The  former  CBOT  chairman  is  cam- 
paigning hard  to  get  his  old  job  back, 
promising  to  sell  the  exchange's  land- 
mark building,  start  a  new  group  of 
futures  contracts  on  insurance,  and  ex- 
pand the  CBOT's  international  reach. 
But  in  a  year  in  which  the  exchange's 
reputation  has  been  tarnished  by  a  fed- 
eral "sting"  operation,  Rosenthal's  op- 
ponents are  only  too  happy  to  keep 
alive  the  issue  of  his  past  run-ins  with 
regulators. 


That  much  became  clear  in  a  mem- 
bers-only meeting  held  at  Rosenthal's 
request  on  Nov.  16,  when  a  longtime 
trader  asked  him  how  he  planned  to 
represent  the  exchange  given  his  "rep- 
utation." That  was  a  reference  to  fraud 
charges  faced  by  his  trading  firm,  then 
called  Rosenthal  &  Co.,  in  connection 
with  the  sale  of  commodities  options  in 
1975.  The  feds  also  investigated  Rosen- 
thal's role  in  large-scale  wheat  trading 
in  1979  that  led  the  Commodity  Fu- 
tures Trading  Commission  to  inter- 
vene. The  fraud  charges  eventually 
were  dismissed,  and  no  charges  were 
brought  concerning  the  wheat  contro- 
versy. "I'm  not  sure  I  understand  the 
question,"  Rosenthal  snapped  back  at 


his  questioner,  "but  I  certainly  under- 
stand the  intent." 

The  silver-haired,  smooth-talking  Ro- 
senthal is  seeking  to  end  a  nine-year 
hiatus  from  CBOT  politics  by  unseating 
Karsten  "Cash"  Mahlmann,  who  is 
running  for  a  record  fourth  consecu- 
tive term  at  the  exchange's  helm.  Ro- 
senthal, who  governed  with  a  forceful, 
almost  autocratic  style,  says  his  past 
difficulties  should  pose  no  problem  in  a 
new  term  as  chairman,  even  with  the 
scrutiny  of  the  futures  markets  on 
Capitol  Hill.  "I've  had  two  chances  as 
chairman,  and  I've  been 
able  to  lead  the  exchange," 
declares  Rosenthal,  now 
managing  partner  of  Rosen- 
thal Collins  Group.  Of  those 
who  dwell  on  his  past  regu- 
latory tiffs,  he  replies: 
"That's  the  low  road  in  poli- 
tics to  raise  those  things." 
ROUGH  RIDER.  Rosenthal's 
brash  style  stands  in  sharp 
contrast  to  Mahlmann's  con- 
servative, consensus-form- 
ing methods.  On  the  cam- 
paign trail,  for  example, 
Rosenthal  rode  roughshod 
over  traditional  etiquette  by 
mailing  members  glossy 


materials  to  their  homes  in  a  bald  plea 
for  votes.  And  by  championing  the  sale 
of  the  building,  he  is  gambling  on  an 
appeal  to  absentee  members  and  the 
big  New  York  trading  firms  that  hold 
blocks  of  memberships. 

While  Mahlmann  is  narrowly  fa- 
vored to  win  in  January's  vote,  he  has 
drawn  fire  from  members  for  his  tepid 
reaction  to  the  government's  probe. 
"Les  is  the  kind  of  guy  we  need,"  says 
Patrick  H.  Arbor,  the  exchange's  vice- 
chairman.  "He  won't  back  down  from  a 
fight."  No  one  doubts  that.  The  ques- 
tion, though,  is  whether  electing  Ro- 
senthal would  give  the  CBOT  yet  anoth- 
er black  eye. 

By  David  Greising  in  Chicago 
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PUTTING  A  LITTLE  MORE  PUNCH 
INTO  YOUR  PORTFOLIO 


These  option  plays  don't  pay  off  with  home  runs,  just  a  lot  of  clean  singles 


The  stock  market  bull  may  have 
raged  in  1989,  but  in  1990  most 
investors  are  expecting  it  to  slow- 
to  a  saunter.  If  that's  your  guess,  too, 
creative  uses  of  put  and  call  options  can 
be  rewarding.  A  moderate,  upward 
trend  in  stocks  lends  itself  nicely  to  a 
variety  of  options  strategies  that  let  in- 
vestors protect  and  add  to  gains  that 
have  built  up  in  their  portfolios. 

A  basic  defensive  strategy,  known  as 
a  wrapped  hedge,  locks  in  the  gains 
made  on  a  stock  while  letting  the  inves- 
tor share  in  some  of  the  upside  potential 
that  may  be  left  in  the  issue.  As  the 
accompanying  table  shows,  the  tech- 
nique involves  buying  a  put  option  on, 
say,  shares  of  Walt  Disney  Co.  as  a 
form  of  insurance,  in  this  case  when  the 
market  price  for  the  stock  is  130.  The 
put  allows  the  holder  to  sell  the  shares 
to  the  writer  of  the  option  at  130,  at  any 
time  until  it  expires  on  Apr.  20.  If  the 
price  of  Disney  erodes  before  then, 
losses  to  the  investor  will  be  offset  be- 
cause the  put  will  gain  in  value  by  a 
similar  amount. 

The  other  half  of  the  hedge  involves 
selling,  or  writing,  a  call  to 
recoup  some  of  the  cost  of 
buying  the  put  option.  The 
call  lets  the  buyer  purchase 
Disney  at  145,  so  the  owner  of 
the  shares  is  capping  his  po- 
tential profits  at  that  price — 
up  until  the  Apr.  20  expira- 
tion. A  wrapped  hedge  is  an 
ideal  way  to  carry  gains  into 
1990  to  defer  taxes,  while 
eliminating  the  risk  that  you 
might  lose  the  profits  in  a 
Christmastime  "correction." 
'GREEDY.'  Stew  E.  Winner, 
manager  of  the  options  divi- 
sion at  Prudential-Bache  Secu- 
rities Inc.,  says  "a  lot  of  peo- 
ple don't  want  to  take  profits 
I  l-.cause  they're  greedy  and 
t''i<  v  want  to  get  more.  A 
hevigf  wrapper  is  a  good  way 
to  pr'.'tffct  the  profit  at  little 
or  no  cost."  Stocks  that 
surged  strongly  in  1989,  such 
as  Federal  National  Mortgage 
Assn.  and  Philip  Morris,  are 
two  candidates  for  wrapped 
hedges,  according  to  Winner. 


A  more  aggressive  options  technique, 
known  as  covered  call  writing,  works 
best  in  gradually  rising  markets.  It  is 
simply  the  second  half  of  the  wrapped 
hedge,  in  which  the  investors  sell  call 
options  on  shares  they  own  in  order  to 
gain  the  premium  income.  Gary  Han- 
kins,  a  broker  at  Wedbush  Morgan  in 
Los  Angeles,  is  recommending  covered 
call  writing  on  stocks  such  as  USX,  IBM, 
Lockheed,  General  Motors,  and  Sears 
Roebuck.  In  each  case,  by  writing  cov- 
ered calls  on  an  ongoing  basis  through- 


USING  A  'WRAPPED  HEDGE'  TO  HANG  ON 
TO  STOCK  MARKET  GAINS 

Investors  who  have  stocks  with  big  gains  but  think  they  haven  'tyet 
peaked  can  use  a  combination  of  puts  and  calls  to  protect  against 
losses  and  at  the  same  time  participate  in  further  gains 

HERE'S  HOW  IT  WORKS 

An  investor  owns  100  shares  of  Disney,  which  is  around  130,  up 
from  the  60  paid  two  years  ago 

►The  investor  buys  one  'April  130'  put  for  $550  -$550 

►  The  investor  seUs  one  ' AprD  145'  call  for  $400  +  400 

►  Commissions  ^90 

►  Net  cost  $240 

►  If  Disney  has  fallen  to  115  by  expiration  day,  ihe  investor 
loses  $1,500  in  paper  profits  on  the  stock.  But  the  put  will  rise  in 
value  to  $1,500,  since  the  investor  can  force  the  seller  of  the  put 
to  buy  100  shares  of  Disney  at  $130.  The  call  option  expires 
worthless.  There's  no  profit,  but  there  is  no  loss  either 

►  If  Disney  has  risen  to  140  by  expiration  day,  put  and  call  op- 
tions expire  worthless,  but  the  investor  gains  the  extra  $1,000 
in  the  value  of  his  stock 

►  If  Disney  has  risen  to  150,  the  stock  will  be  called  away  at  145; 
investor  gains  $1,500.  Put  option  expires  worthless 


out  the  year,  the  seller  can  at  least  tripl 
the  yield  from  a  stock. 

The  "April  100"  IBM  option,  for  exa; 
pie,  lets  the  buyer  purchase  100  share 
of  the  stock  at  100— its  current  marke 
price  is  around  96 — any  time  betwee: 
now  and  Apr.  20.  An  owner  of  IBM  stool 
convinced  it  is  going  nowhere  in  thi 
short  term,  could  fetch  $400  by  sellinAan 
one  such  option.  That's  equivalent  to  i 
10.4%  annualized  yield;  when  added  t(  4 
IBM's  expected  5%  dividend  in  1990,  th( 
yield  from  holding  IBM  rises  to  15.4% 
minus  commissions. 

Unlike  a  wrapped  hedge,  covered  cal 
writing  provides  little  downside  protec 
tion.  For  example,  if  IBM  tanks,  the  in 
vestor  bears  all  the  losses,  offset  onlj 
by  the  amount  of  premium  income  taker 
in.  The  strategy  also  can  backfire  spec 
tacularly  if  your  stock  zooms  because  illfest 
is  a  takeover  target,  or  for  any  othei 
reason. 

ON  THE  MARK.  Investors  who  want  t( 
stay  away  from  equities  can  also  us(  jf;! 
options  to  profit  from  swings  in  foreigr  [fsi 
currencies.  For  example,  by  purchasing 
a  call  option  on  a  currency,  the  investoi 
can  profit  if  it  appreciates  ^ 
against  the  dollar  by  the  timt  ,i 
the  contract  expires.  The  dol 
lar  early  in  1990  is  expected  Xx. 
decline  against  the  Europear 
currencies,  particularly  th( 
West  German  mark.  Carmen 
Knoepffler,  a  currency  ana- 
lyst at  Shearson  Lehman  Hut 
ton  Inc.,  suggests  that  inves- 
tors either  buy  "March  57'' 
West  German  mark  calls 
which  were  trading  recently 
at  a  cost  of  $1,250,  plus  com- 
missions. 

To  break  even,  the  mark 
would  have  to  advance  to  58(t 
against  the  dollar  on  or  be- 
fore Mar.  21— on  Dec.  12,  for 
example,  it  was  trading  at 
56.8$.  But  unlike  owning  the 
currency  itself,  the  risk  in 
call  option  is  limited  to  the 
size  of  the  premium.  For  in- 
vestors looking  to  temper 
their  optimism  about  curren- 
cies or  stocks,  the  options 
markets  fit  the  bill. 

By  David  Greising  in  Chicago 
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nnuities 


HOW  THESE  AHNUITIES 
CAN  SAVE  YOUR  LIFESTYLE 


They're  not  just  for  retirement — and  yields  are  often  higher  than  bank  CDs  or  Treasuries 


k  fl^^hat  if  I  outlive  my  money?" 
W^^m  That  worry  grows  with  each 
new  Census  Bureau  report 

aging  Americans:  Some  3  million  are 
N  85  and  older,  and  the  projection  is 

7  million  in  just  30  years.  Pondering 
retirement  that  might  stretch  over 
•ee  or  four  decades,  investors  increas- 
:ly  are  turning  to  annuities — where 
ids  placed  with  insurance  companies 
)vide  a  monthly  income  for  life, 
insurers  are  drawing  customers  by  of- 
■ing  initial  yields  on 
ferred  annuities  of 
%  to  9.2%,  enough  to 
it  Treasuries  or  bank 
s.  And  since  the  Tax 
form  Act  of  1986,  an- 
ities  are  one  of  the 
ff  havens  left  where 
erest  grows  untaxed 
til  you  collect  it.  Also, 
nuities  aren't  being 
Id  for  retirement 
)ne:  The  payouts  can 
rer  such  things  as  a 
cade  of  alimony  or 
rsing  home  charges, 
ere  are  new  features, 
).  New  York  Life  Tn- 
rance  Co.,  for  exam- 
i,  is  readying  an  an- 
lity  "modeled  on  a 
nk  certificate  of  de- 
sit,"  says  John  Allen, 
specialist  at  the  insurer.  Each  year,  an 
/estor  can  opt  to  withdraw  the  money 
the  account — at  no  penalty  charge — 
reinvest  for  another  year  at  the  then- 
rrent  interest  rate. 

Frills  or  not,  there  remain  two  basic 
pes  of  annuities.  An  immediate  annu- 
r  starts  producing  a  monthly  check 
iht  away.  How  large  it  is  depends  on 
e  amount  invested  (as  little  as  $5,000 
some  cases)  and  the  interest  rate  used 
'  the  insurer.  Rates  vary,  but  as  a  rule 
thumb  you  can  figure  on  $10  per 
onth  for  life  for  each  $1,000  invested. 
)u'll  get  5%  to  10%  less  each  month  if 
lu  name  a  beneficiary  to  continue  col- 
:ting  should  you  die  before  the  end  of 
specified  period,  such  as  5  or  10  years. 
Then  there's  the  deferred  annuity:  It 
its  off  the  start  of  monthly  payouts 
itil  "the  miracle  of  compound  interest" 
IS  made  your  money  grow  over  the 


years.  Put  $100,000  into  a  deferred  annu- 
ity at  age  45,  and — assuming  interest 
rates  hold  near  current  levels — at  65  you 
can  start  drawing  roughly  $6,000  a 
month.  By  90,  you'd  have  received  about 
$1.8  million.  In  contrast,  $100,000  put 
into  an  immediate  annuity  at  age  65 
would  pay  $1,000  a  month  from  the 
start,  but  you'd  have  collected  just 
$300,000  by  the  time  you  reach  90. 

"What  is  often  overlooked,"  says  New 
York  Life's  Allen,  "is  that  a  person 


doesn't  have  to  annuitize  the  account 
and  get  monthly  payments.  He  can  with- 
draw all  or  part  of  the  funds  in  a  lump 
sum."  Only  the  interest  is  taxable,  and 
money  withdrawn  can  then  be  used  to 
shop  different  companies  for  a  new  an- 
nuity with  the  best  payout.  Careful, 
though:  Annuities  increasingly  are  sold 
on  a  no-load  basis,  so  that  every  dollar 
invested  earns  interest,  but  most  insur- 
ers charge  a  fee  if  you  take  out  your 
money  before  sLx  or  eight  years  have 


Since  the  Tax  Reform  Act  of 
1986,  annuities  are  one  of  the 
few  ways  left  to  have  interest 
go  untaxed  until  you  collect  it 


passed.  In  the  first  year,  the  fee  can  run 
7%  or  higher.  Also,  if  you  withdraw 
funds  before  age  59 V2,  the  Internal  Rev- 
enue Service  can  levy  a  10%-  penalty. 
CHOICES.  Keep  in  mind,  too,  that  an  in- 
surance company's  projections  of  the 
cash  in  your  account  10  or  20  years  from 
now  are  invariably  based  on  an  unrealis- 
tic assumption:  that  interest  rates  will 
hold  at  present  levels  throughout  the  pe- 
riod. Some  deferred  annuities  permit 
only  a  one-time  investment,  at  a  rate 
guaranteed  for  any- 
where from  just  three 
months  to  as  long  as  10 
years;  then  a  new  rate 
is  quoted  for  another 
period.  (If  the  rate  ever 
falls  below  a  floor  of  4% 
to  6%,  most  issuers  let 
you  withdraw  your 
money  without  charge). 
With  flexible-premium 
annuities,  you  can  in- 
vest additional  sums 
over  the  years,  but  in- 
terest rates  generally 
are  lower  and  early-sur- 
render penalties  apply 
for  a  longer  period. 

Of  course,  galloping 
inflation  could  make  a 
fixed  monthly  check  too 
small  for  a  comfortable 
retirement.  With  a  vari- 
able annuity,  you  can  spread  your  in- 
vestment dollars  over  various  choices — a 
stock  portfolio,  say.  Potentially,  it  offers 
a  larger  payout  than  a  fixed-rate  plan, 
but  you  risk  losing  some  principal. 

"Salesmen  push  variables,  which  carry 
higher  commissions,"  says  Arthur  Mil- 
ton, a  Manhattan  insurance  consultant, 
"but  if  you're  talking  about  retirement, 
a  fixed  annuity  makes  sense.  You  know 
your  original  dollars  will  remain  intact 
while  the  interest  grows  tax-deferred.  If 
you  see  inflation  looming,  you  can  draw 
out  the  interest  and  go  for  more  aggres- 
sive investments  or  a  mutual  fund." 

In  any  event,  an  annuity  is  only  as 
good  as  the  insurance  company  behind 
it.  To  compare  different  insurers'  rat- 
ings, interest  rates,  and  charges,  check  a 
copy  of  Annuity  Shopper — $10  from 
U.  S.  Annuities  (800  872-6684). 

By  Donald  H.  Dunn  in  New  York 
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CAN  ANYTHING  PULL  DEMAND 
ABOVE  GROUND  LEVEL? 


Oversupply  of  offices  and  homes  will  make  for  'one  docile  market' 


For  real  estate  investors, 
1990  is  something  to  be  en- 
dured, like  a  holiday  visit 
to  an  unpleasant  relative.  The 
excesses  of  the  1980s — office 
overbuilding  and  house-price  in- 
flation— have  left  property  a 
blah  investment  as  the  new  de- 
cade arrives.  Developers  have 
huge  amounts  of  office  space  to 
fill  at  a  time  when  supply  far 
outstrips  demand.  Home  buyers 
are  balking  at  high  prices,  leav- 
ing many  sellers  unable  to  trade 
in  their  houses.  Says  Benjamin 
V.  Lambert,  chairman  of  Eastdil 
Realty  Inc.,  a  real  estate  invest- 
ment banker:  "This  is  going  to 
be  one  docile  market." 

Housing  prices  surged  in  the 
1980s,  as  swarms  of  baby  boom- 
ers scrambled  over  each  other 
to  own  real  estate.  But  now 
they've  got  their  homes,  so  the 
market  is  left  with  trade-ups,  transients, 
and  the  smaller  baby-bust  generation. 
And  while  house  prices  are  still  rising 
nationally,  they  have  slowed  from  the 
double-digit  levels  of  the  mid-1980s.  Ap- 
preciation of  single-family  homes  will  do 
well  to  reach  59!  in  1990  (chart),  slightly 
above  the  inflation  rate  but  below  the 
return  on  bonds — let  alone  stocks. 
SELLER  BEWARE.  In  certain  areas,  such 
as  California  and  the  Northeast,  prices 
have  been  bid  up  so  high  that  buyers  are 
backing  off.  The  median  single-family 
house  near  Los  Angeles  or  San  Francis- 
co sells  for  more  than  six  times  the  local 
yearly  family  income.  Nationally,  a 
house  sells  for  three 
times  income.  As  a  re- 
sult, the  average  house 
for  sale  in  California 
sits  on  the  market  for 
53  days,  up  from  39 
days  in  late  1988 — a  rise 
often  mirrored  else- 
where. Higher-priced 
dw(;llings  can  languish 
unsold  for  quite  a 
string  of  months. 

Such  delays  can  turn 
into  sellers'  nightmares. 
"A  lot  of  people  will 
stay  put  an.J  keep  their 
houses  off  ui:'  market 


rather  than  take  a  big  loss,"  says  Eliot 
Goldman,  a  property  investor  in  north- 
ern New  Jersey,  where  the  average 
house  goes  for  $165,000.  "If  they  really 
have  to  move  for  a  new  job  or  some- 
thing, you  see  them  desperate  enough  to 
ask  20%'  less  than  they  would  have  got- 
ten a  couple  of  years  ago." 

In  the  Southwest,  hard  hit  by  the  oil 
bust,  home  sellers  have  grown  used  to 
taking  a  beating.  The  average  price  for 
a  house  in  Houston  plunged  from 
$78,000  in  1983  to  $59,000  in  1988  and 
has  now  climbed  back  up  to  $67,000. 
Trouble  is,  the  oil  industry's  sluggish 
recovery  hasn't  strengthened  incomes 
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enough  to  return  sales  to  thr 
zippier  past. 

Nationally,  a  slowing  eco> 
my,  combined  with  depleted 
mand  and  price  resistance,  is  . 
pected  to  reduce  sales 
existing  houses  by  about 
from  1989's  3.6  million  and 
keep  housing  starts  in  1990 
around  1989  levels  of  1.4  milli 
And  that's  despite  mortga 
rates  that  are  heading  sou 
For  a  30-year,  fixed-rate  loi 
rates  have  dropped  from 
10.9%  national  average  in  Jai 
ary,  1989,  to  9.8%  now  and  s 
expected  to  sink  to  9.3%'  by  m 
1990.  That  dip  will  not 
enough  to  offset  all  the  oti 
problems,  though.  "In  the  ti 
of-war  between  declining  int 
est  rates  and  lack  of  demai 
lack  of  demand  wins,"  sj 
John  A.  Tuccillo,  chief  eco] 
mist  for  the  National  Association 
Realtors.  "The  result  is  a  downwa 
market." 

FUTILE  TAX  CUT?  Slack  demand  is 
reason  that  the  proposed  capital-gai 
tax  cut  may  do  little  to  pull  the  housi 
market  out  of  the  doldrums.  The  Natii 
al  Association  of  Realtors  is  foursqus 
behind  the  plan,  passed  by  the  House 
Representatives  and  pending  in  the  S(  i-iJ 
ate,  which  would  lower  the  tax  on  s; 
profits  from  rental  property  and  oth 
assets  that  are  now  taxed  as  ordina 
income  at  the  top  28%o  or  33%c  rates.  F 
a  27-month  period,  the  levy  would 
19.6%.  That  would  draw  more  existi 
buildings  into  the  m; 
ket  all  right,  but  if  bu 
ers  remain  balky, 
would   be   an  emp 
gesture. 

Thanks  partly 
Washington,  one  exi 
ing  enticement  for  biJ  » 
ers  is  on  the  way  oi 
teaser  rates  for  adju; 
able-rate  mortgage 
The  interest  rate 
ARMS  is  reset  eve 
year  or  so,  pegged 
prevailing  short-ter 
borrowing  costs.  Th 
usually  run  one  percer 
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ire  point  below  30-year,  fixed-rate  mort- 
iges.  The  teasers  are  special  first-year- 
ily  bargains,  two  points  or  more  below 
I  e  going  rate,  and  they  are  meant  to 
I  tract  borrowers  to  arms.  But  teasers 
I  ,n  trap  unwary  borrowers  and  haven't 
1  ien  big  money-makers  for  lenders.  So 
'  deral  regulators,  jolted  by  the  savings- 
id-loan  crisis,  are  trying  to  discourage 
.eir  use. 

There  is  some  good  news  for  home- 
vners,  though.  Declining  mortgage 

tes  give  them  a  chance  to  refinance, 
ading  in  high-interest  loans  for  low- 
terest  ones.  The  rule  of  thumb  is  to 
ifinance  only  when  the  current  rate 
•ops  two  percentage  points  below  your 
d  rate.  Otherwise,  processing  fees  for 
new  loan,  as  high  as  $5,000,  may  keep 

reduction  from  being  cost-effective. 
ind  the  longer  you'll  own  the  property, 
le  more  benefit  you  get  from  refinanc- 
g,"  notes  Chester  C.  Spatt,  a  business 
•ofessor  at  Carnegie  Mellon  University 

Pittsburgh. 
iiCANT  OFFICES.  A  long-term  outlook  is 
matter  of  cours'^  in  the  office  market, 
here  building  owners,  with  more  capi- 
il  behind  them,  tend  to  be  less  nervous 
lan  homeowners.  This  bravado  persists 
fen  as  the  office  sector  enters  its  fifth 
3ar  with  a  nationwide  vacancy  rate  of 
round  18%,  which  has  the  added  demer- 

for  landlords  of  holding  down  rent 
ikes.  In  the  mid-1980s,  too  much  space 
as  financed  by  overambitious  S&Ls, 
■hich  depended  on  an  expanding  South- 
'estern  economy  to  fill  up  buildings, 
nd  by  limited  partnerships,  whose  abili- 
f  to  pass  along  tax  benefits  from  writ- 
ig  off  losses  fostered  a  cavalier  atti- 
ade  toward  demand. 
The  oil  crunch  and  the  Tax  Reform 
.ct  of  1986  wrecked  their  rosy  assump- 
ons.  But  the  new  sugar  daddies  of  com- 
lercial  real  estate,  U.  S.  pension  funds 
vith  $122  billion  invested)  and  foreign 
westors  (with  $90  billion),  continue  to 
our  in  money  because  they  believe  that 
emand  will  eventually  catch  up  and 
hat  bargains  can  now  be  found.  "The 
ffice  market  always  self-corrects,"  says 
ohn  J.  Preotle  Jr.,  head  of  Dean  Witter 
lealty  Inc.,  an  investment  firm.  "The 
Empire  State  Building  went  up  in  the 
arly  1930s  and  wasn't  full  until  after 
Vorld  War  II." 

Big-time  investors  have  a  second 
.genda:  diversification.  Pension  funds, 
eery  of  investing  too  heavily  in  the 
ometimes  erratic  stock  market,  now  de- 
'ote  5%'  of  their  holdings  to  real  estate — 
ind  aim  by  decade's  end  to  expand  that 
0  10%.  European  and  Asian  investors 
ilso  go  for  U.  S.  property,  since  it  is 
generally  cheaper  than  property  at 
lome.  Plus,  they  like  America's  political 
itability.  Overseas  money  tends  to  clus- 
.er  in  New  York,  Los  Angeles,  and 
A^ashington,  because  foreigners  "don't 


normally  know  other  places,"  says  Neil 
L.  Kennedy,  managing  director  of  Jones 
Lang  Wooton,  a  British'  real  estate  advi- 
sory partnership. 

For  investors,  office  property  has  the 
virtue  of  steadiness.  Unlike  stocks,  it 
cannot  lose  10%  of  its  value  in  a  day. 
The  downside  is  that  buildings  can  be 
monumentally  less  liquid.  Sears,  Roe- 
buck &  Co.,  for  instance,  has  been  try- 
ing for  the  past  year  to  sell  its  head- 
quarters tower  in  Chicago  as  part  of  a 
plan  to  move  its  merchandising  group  to 
the  suburbs.  Japanese  and  Canadian  in- 
vestors turned  down  the  deal:  The  $1.2 
billion  price  tag  for  the  world's  tallest 
building  was  too  much  for  them.  So  the 
retailer  is  trying  to  take  out  an  $815 
million  mortgage  on  the  110-story  Sears 
Tower.  The  problem  for  lenders  is  that 
Sears  will  be  hard-pressed  to  fill  the 
space  it's  vacating — half  the  building — 
given  Chicago's  11%-  vacancy  rate. 


New  York  and  Los  Angeles, 
both  favored  by  foreign 
investors,  are  struggling 
with  13%  vacancy  rates 


Prospects  for  a  rebound  vary  by  re- 
gion. Dallas  and  Houston  appear  to  have 
bottomed  out.  The  thrift  imbroglio  is  still 
hurting  Phoenix  and  Denver.  Atlanta, 
whose  economy  is  much  more  robust, 
won't  see  its  excess  shrink  soon.  Los 
Angeles,  benefiting  from  its  growing 
role  as  the  gateway  to  the  Pacific  Rim, 
should  be  better  off.  Ditto  San  Francis- 
co, whose  office  buildings  proved  they 
can  withstand  a  powerful  earthquake. 
New  York,  although  socked  by  the  con- 
traction in  the  financial  services  indus- 
try, still  retains  its  status  as  the  nation's 
premier  business  and  cultural  center. 
Even  though  vacancies  are  running  at 
13%  in  New  York  (and  in  Los  Angeles), 
construction  is  going  ahead.  "You  can't 
call  that  a  negative  vote  about  the  fu- 
ture," says  Arthur  J.  Mirante  II,  chief 
executive  of  Cushman  &  Wakefield  Inc., 
a  major  property  adviser. 

No,  you  can't.  But  office  construction 
nationwide  is  down  by  one-third  since 
1985,  according  to  the  F.  W.  Dodge 
Group,  a  unit  of  McGraw-Hill  Inc.  And 
few  buildings  are  going  up  "on  specula- 
tion," meaning  without  tenants  already 
signed  up.  This  caution  makes  sense. 
There  seems  little  doubt  that  the  real 
estate  world,  both  its  residential  and 
commercial  parts,  has  a  long  journey  to 
reach  the  promised  land  of  affordable 
housing  and  full  offices. 

By  Larry  Light  in  New  York,  unth  bu- 
reau reports 


The  Hotel  Nikko  Hongkong 
stands  majesticaify  on  the  Kowloon 
peninsula,  overlooking  the  world's 

most  fascinating  harbor 
Just  10  minutes  from  the  airport, 
this  contemporar^i.  elegant  hotel  is 
idealli^  located  to  keep  business 
travelers  close  to  all  their 
appointments.  Its  deluxe  comforts 
include  up-to-date  health  facilities, 
a  full-function  business  center, 
relaxing  lounges  and  some  of 
the  area's  finest  cuisines. 


hotel  nikko  hongkong 

72  Mody  Kujd,  Tsinishdisui  Ejsl,  Kowluon,  Mong  Kong 
Telephone  .1-739IIII  Telex  31302  NIKHO  HX 
Cable  Address  NIKHOTEL  Fax  3-3113122 


^  nikko  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines  or  Nikko  Hotels  International: 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 
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X  HE  EQUimBLE'S 
CLASSIC  APPROACH 
TO  MODERN 


TIMES. 


^  ''For  more  than  130  years,  we  at  The 
«i^Equkabk  have  built  one-to-one  partnerships 
with  our  clients.  Parmership«  based  on  a  single 
guiding  principle: 
Trust. 

For  a  more  comprehensive  look  at  how  we 
do  business,  we  invite  you  to  send  for  your  free 
copy  of  Educs  by  writing  to:  John  Carter, 


President  and  CEO,  The  Equitable  Life 
Asurance  Society  of  the  United  States, 
787  Seventh  Avenue,  New  York,  NY  1(X)19. 

TheEOUITABLE 

Financial  Companies 

\\i  HwE  Grlm  Plans  Fob^ol. 


'<aXS  i  In  F^-jioia  Uft  Asaimcr  Soday  « iht  VS ,  Kt ,  RY-Oraai  insiranct  proAic!!  fjcsa  Equstable  Vandi  List  hsjunce  Oi  bwamtno  aid  nnanaal  pfcrnnins  xtks  ferr  I 


leal  Estate 


=^ENT  SPECTRUM, 


THE  TOP  REAL  ESTATE  PLAY 
MAY  BE  ON  THE  STREET 


REIT  securities  can  offer  steady  income  and  high  appreciation 


5iven  the  gloomy  outlook  for  real 
estate,  recommendations  for  in- 
vesting are  few  and  far  between, 
t  one  vehicle  is  getting  a  lot  of  atten- 
n:  REITs.  Real  estate  investment 
ists,  which  are  publicly  traded  portfo- 
3  of  properties,  are  hardly  new — in 
;t,  they've  been  around  since  1960. 
»w,  though,  "the  REIT  is  poised  to  be 
;  vehicle  of  the  '90s  for  real  estate 
'estment,"  says  Anne  E.  Mangden,  se- 
ir  vice-president  of  Cohen  &  Steers 
pital  Management  Inc.  in  New  York. 
For  most  of  its  history,  the  REIT  has 
cen  a  back  seat  to  other  real  estate 
lys,  such  as  the  real  estate  limited 


TRADITIONAL  REITs  ARE 
REWARDING... 


Share  price 

Dividend  yield     Total  return' 

Percent 

AMERICAN  HEALTH 

$23 

9.70% 

40.65% 

HEALTH  CARE  PROPERTY 

30 

9.40 

28.00 

WEINGARTEN  REALTY 

301/2 

5.80 

27.68 

NEW  PLAN  REALTY 

17 

5.70 

21.70 

BURNHAM  PACIFIC 

19 

6.80 

12.45 

...BUT  'FINITE-LIFE'  ONES  LAG 

SIERRA  CAPITAL  REALTY  VII 

bVz 

6.60 

-13.28 

VANGUARD  REAL  ESTATE  1 

8% 

7.20 

-11.00 

NOONEY  REALTY  TRUST 

91/4 

3.50 

-5.10 

DUKE  REALTY  INVESTMENTS 

43/4 

14.30 

-3.74 

PRUDENTIAL  REALTY 

5% 

11.80 

.90 

*Yield  plus  price  changes  through  Nov.  30,  1989 

DATA:  NATIONAL  ASSOCIATION  OF  REAL  ESTATE  INVESTMENT  TRUSTS 


irtnership  (RELP).  That  began  to 
ange  with  the  Tax  Reform  Act  of 
'86.  It  curtailed  the  use  of  real  estate 
a  tax  shelter,  which  had  been  the 
5LPs'  selling  point.  "Investors  are  now 
oking  for  economic,  instead  of  tax-driv- 
i,  returns,"  says  Mark  Decker  of  the 
ational  Association  of  Real  Estate  In- 
istment  Trusts.  And  REITs,  with  their 
;tive  management  and  long-term  out- 
ok,  "have  always  offered  a  steady  in- 
ime  stream  and  capital  appreciation." 
Well,  not  always.  In  the  mid-'70s,  REIT 
■ices  plummeted  with  the  collapse  of 
usts  that  owned  or  held  mortgages  on 
sky  projects.  Since  then,  REITs,  as  a 


whole,  have  gotten  much  less  specula- 
tive. And  the  performance  results  have 
been  impressive.  For  the  past  10  years, 
according  to  nareit,  such  trusts  have 
averaged  a  14%  annual  return.  That's 
less  than  equities  overall,  but  then 
REITs'  share  prices  also  tend  to  be  less 
volatile  than  stocks  in  general.  While  eq- 
uities slid  6%  during  the  Oct.  13  crash, 
REITs  declined  only  1.8%. 
THINLY  TRADED.  REITS  offer  several  ad- 
vantages over  RELPs — the  best,  perhaps, 
being  their  liquidity.  As  securities,  they 
trade  on  the  major  stock  exchanges. 
Still,  many  are  very  thinly  traded,  espe- 
cially finite-life  REITs,  or  FRElTs.  They're 
being  brought  out  in  in- 
creasing numbers,  often  by 
mutual-fund  firms.  Unlike 
traditional  REITs,  which  op- 
erate as  ongoing  concerns, 
FREITs  invest  in  fixed  portfo- 
lios of  properties,  which  are 
to  be  sold  off  after  a  set 
number  of  years.  To  ana- 
lysts, that  sounds  as  if  these 
vehicles  "are  really  RELPs  in 
REIT  wrapping,"  says  Barry 
Vinocur,  an  editor  at 
Stanger  &  Co.,  which  tracks 
the  real  estate  industry.  As 
such,  they  suffer  from  the 
same  skepticism:  Analysts 
doubt  their  ability  to  liqui- 
date profitably  (table). 

Many  analysts  prefer  tra- 
ditional REITs,  especially 
those  that  own  equity  stakes 
instead  of  mortgages.  In 
vogue  right  now  are  region- 
al REITS,  which  focus  on  one 
type  of  property  in  one  geographic  area. 
The  shares  of  a  favorite,  Weingarten  Re- 
alty Investors,  have  climbed  10%  this 
year — and  its  portfolio  consists  of  prop- 
erties in  Texas,  no  less. 

Even  with  good  management,  a  REIT 
is  still  influenced  by  the  overall  pros- 
pects for  real  estate.  That's  why  the  av- 
erage share  has  gained  only  1.5%^  in 

1989.  Still,  a  position  in  REITs  is  not  a 
bad  place  to  be.  The  solid  yields,  averag- 
ing 10%  annually,  in  effect  pay  you  to 
wait  for  an  industry  turnaround.  In 

1990,  the  REIT  may  well  mark  both  its 
30th  birthday — and  its  coming  of  age. 

By  Troy  Segal  in  New  York 


The  Hotel  Royal  Taipei. 
Old  World  refinement  and 
sophistication  that's 
reminiscent  of  southern 

France.  Along  with 
uniquely  personalized 
service  that  helps 
make  a  stay  memorable. 
Experience  it. 


hotel  royal  taipei 

37-1,  Section  2,  Chung  Shan  North  Road,  Taipei.  Taiwan 
Tel    542-3266  Telex  23915 
Cable:  ROYAL  HTL  Fax  543-4897 


^nikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines  office,  LRI 
or  Nikko  Hotels  International. 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 


THE  GR.^VNtlE  COLLECTION  (JF  HOTELS 
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recious  Metals 


WILL  GOLD  SHINE? 
YES,  BUT  NOT  ENOUGH  TO  BLIND  ANYBODY 


.■\nalysts  figure  that  metals  will  gain  in  '90,  but  they  don't  see  a  real  bull  market 


Precious-metal  ma- 
vens,  traditionally 
an  optimistic  lot, 
have  been  rather  downcast 
of  late.  Small  wonder, 
since  through  most  of  1989 
the  performance  of  gold, 
silver,  and  platinum  has 
ranged  from  boring  to  de- 
pressing. But  just  when  in- 
vestors thought  it  was 
safe  to  ignore  the  metals, 
they  pulled  one  of  their 
sudden  comebacks.  Since 
October,  gold  has  jumpecl 
135f ,  taking  silver  and  plat- 
inum along  for  the  ride. 

The  stagnant  metals 
have  certainly  stin-ed.  But 
don't  confuse  activit\"  with 
progress.  Gold  at  &416  an 
ounce,  silver  at  S5.80.  and  platinum  at 
S515:  Investors  have  seen  those  levels 
before,  just  about  this  time  in  1988.  in 
fact.  Still,  sentiment  toward  the  metals 
has  ttimed  sanguine,  if  not  roai-ingly 
bullish.  \Miile  no  one  is  predicting  rec- 
ord-breaking prices  for  1990.  "there's 
not  much  dowTiside  risk  anjTnore."  says 
Alan  Posnick.  senior  \icepresident  at 
metals  dealer  MTB  Banking  Corp.  'T'd 
definitely  start  purchasing  now." 
HAVEN.  Probably  the  bulk  of  those  pur- 
chases should  go  into  gold,  which  is  ben- 
efiting from  instability  in  stocks  and  cur- 
rencies. Its  rally  began  early  in  the  fall, 
when  the  dollar  declined  nearly  5^f.  The 
feeling  among  foreign  investors,  accord- 
ing to  Jeffrey  M.  Christian,  managing 
director  of  CPM  Group,  a  metals  research 
firm,  was:  "The  dollar  isn't  as  safe  a  bet. 
So  let's  look  someplace  else."  The  ner- 
vous-money crowd  got  spooked  even  fur- 
ther when  the  stock  market  fell  190 
points  on  Oct.  13.  The  market's  subse 
quent  volatility,  along  with  a  fairly  weak 
dollar,  have  helped  gold  shine  again  as 
an  alternative  to  paper  assets. 

In  addition  to  tension  in  the  financial 
markets,  there's  stress  on  the  political 
scene.  Recent  events  in  the  communist 
bloc  generate  enough  uncertaint}'  to 
make  gcv!  regain  another  traditional 
role,  that  of  a  haven  in  times  of  unrest. 
Analysts  a:so  note  that  as  Eastern  Eu- 
rope and  the  So\iets  reform  their  econo- 
mies, thev  n.L  ■  furnish  a  new  source  of 


gold  .r.vc.-i'ji".-;.  Tne.Se  laCjj!>  cju.i.; 
gold,  but  "we  don't  feel  they  are  enough 
to  trigger  a  major  bull  market."  says 
Frederick  Demler,  metals  economist  at 
Drexel  Bumham  Lambert  Inc.  Missing 
are  other  sparks  for  a  boom:  Inflation  is 
still  relatively  low.  and  disi-uptions  in 
South  African  mine  production  seem  un- 
likely. So  through  mid-1990,  analysts 
say.  gold  is  likely  to  keep  rising  in 
an  unspectacular  wav.  peaking  at  S425 
to  &440. 

Silver,  the  perennial  laggard  of  the 
precious  metals,  may  also  gleam  in  com- 
ing months.  Its  lO^f  price  increase  since 
October  is  partly  because  of  gold's  influ- 
ence, but  also  because  at  S5.0.5  an  ounce, 
"silver  was  a  screaming  buy."  says 


THE  NEW  GLITTER 
IN  GOLD 


420 
410 
400 
390 
380 
370 
360 
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aOki  NEW  YOU  COMMOOnY  EXOUiKE 


'  nristian.  In  addition 

.and  from  the  photog 
;  riy  and  electronics  s 
loi-s,  an  important  fac 
in  this  indusmal  met* 
price,  is  slowly  increasii 
:jy  about  5*"^  a  year. 
A  DAMPER.  The  main  pn 
lem  with  silver  is — ther 
plentT."  of  it  around.  T 
amounts  stored  in 
New  York  Commodity."  I 
change  warehouses  alo 
;  ould  meet  U.  S.  industr 
needs  for  the  next  t 
years.  This  persiste 
overhang  dampens 
metal's  potential  apprec 
:ion.  analysts  feel.  Ma 
.<ee  silver  rising  to  S6 
ounce  at  most.  Investo 
:  ;  c".  v.  ould  be  to  keep  a  close  wat 
on  Peru,  the  world's  second-largest  p 
ducer.  Any  disruption  in  mining  ih 
could  well  boost  silver  toward  ST. 

Like  silver,  platinum  has  been  risi 
on  gold's  coattails.  But  its  outlook 
even  more  mixed.  On  the  positive  side 
industrial  demand:  The  auto  industi 
which  uses  platinum  in  pollution-conC 
de\ices.  should  consume  most  of 
newly  mined  supplies  in  1990.  But  if 
sales  slump,  that  demand  could  dn.- 
This  would  fm-ther  discourage  investo 
who  fled  platinum  in  di-oves  in  19^ 
frightened  by  the  metal's  notorious  vo 
tilitj"  SlOO  price  swings  in  one  month  a 
not  uncommon.  "Platinum  will  move 
sympathy  with  gold,  but  it  hasn't  j 
enough  fundamentals  to  be  strong  on 
v.Ti."  says  Patrick  Magilhgan.  dcepn 
.  :ent  at  Memll  Lynch  Futures  Resear 
Group.  At  best,  he  says,  it  will  probat 
reach  S60(l  an  ounce  m  1990, 

As  their  flat  1989  performance  su 
gests,  precious  metals  are  hai-dly  a  ve 
cle  to  invest  in  hea\ily — unless,  that 
you  can  afford  to  have  your  portfo 
dominated  by  an  asset  that  appreciat 
0""^  in  one  year.  Given  the  better  outlo^ 
for  1990.  however,  a  modest  investme 
might  be  in  order.  Says  August  Arace 
portfolio  manager  for  the  Freedom  Gc 
&  Government  Trust  mutual  fund: 
won't  hurt  to  have  a  5'~c  weighting 
your  portfolio — as  an  insurance  policy 
By  Troy  Segal  in  Xeic  Yo 


:he  investment  spect 


At  last!  Anew 
HP  LaserJet 


just  for  you. 


The  new 
HP  LaserJet  IIP 
printer. 


At  only  $1495;  it's  got 
your  name  on  it. 

The  HP  LaserJet  printer  family 
has  expanded -in  a  small  way. 

The  new  HP  LaserJet  IIP  fits 
right  on  your  desk.  And  com- 
fortably into  most  budgets. 
(It's  almost  half  the  price  of  the 
powerful  LaserJet  Series  II* 
—the  printer  of  choice  for 
sharing  or  handling  heavier 


workloads.)  And  it's 
compatible  with  the 
LaserJet  Series  II  and  vir- 
tually all  popular  PC  software. 

So  now  you  can  produce  text 
and  graphics  to  be  proud  of 
Right  on  the  spot.  Instead  of 
down  the  hall  at  the  secretarial 
pool  or  on  a  PC  network. 

Those  polished,  professional 
presentations,  letters  and 


nk)cuments  emerge  at  a 
'^quiet  four  pages  a  minute, 
call  1-800-752-0900, 
Ext.  277J  for  your  nearest 
authorized  HP  dealer  And  get 
an  HP  LaserJet  IIP  of  your 
very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


•Suggested  U  S  list  prices  LaserJet  III'  .S149r>,  LaserJet  Series  II  «2tiy5  Deak-r  prices  var> 


1  Exxon 

2 

Gpnpral  Motors 

3 

Mobil 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  Annerican 
business  billions. 

But  your  company  can 
fight  back. . .by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
^ood  investment. 


Von  for  Literacy 
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'WALL  STREET  MONEY'  FLIPS 
OYER  THE  COIN  MARKET 


Prices  for  top-quality  coins  increased  a  record  40%  in  1989 


I 


e  current  boom  is  in  19th  and  early-20th  century  coins 


Coin  shows  are  usually  tranquil 
places.  But  these  days,  they're 
overrun  with  folks  who  don't  know 
a  Barber  dime  from  a  Seated  Liberty 
dollar.  Prices  for  top-quality  numismatic 
coins,  the  rare  specie  of  a  past  era.  have 
increased  a  record  40'"^  in  1989,  accord- 
ing to  Coin  World,  a  trade  newspaper. 

The  action  stems  from  the  entry  of 
what  the  coin  crowd  is  calling  "Wall 
Street  money."  At  first  glance,  history 
seems  to  warrant  Wall  Street's  interest: 
Over  the  past  15  years,  numismatic  coins 
returned  an  annual  15^',  according  to 
Salomon  Brothers  Inc.  Its  annual  rank- 
ing of  tangible  assets  often  gets 
quoted — and  misquoted — by  promoters, 
who  lead  investors  to  "think  any  rare 
coin  will  perform  like  the  Salomon 
Brothers  index,"  warns  David  A.  Lin, 
managing  director  of  Numismatic  Part- 
ners I.  a  $7.5  million  LP. 
GRADING  GAMES.  Alas,  it's  not  SO.  Nu- 
mismatics cover  a  wide  range  of  specie, 
which  don't  always  perform  in  the  same 
way.  The  current  boom  is  occurring  in 
19th  and  early-20th  centurj'  U.  S.  coins, 
primarily  those  in  uncirculated  condition: 
the  ones  graded  MS-65,  MS-64,  and  MS- 
63.  A  1922-S  Peace  silver  dollar  is  worth 
about  $4,750  in  MS-65  condition,  about 
S550  in  MS-64,  and  §125  in  MS-63. 

Since  1986,  the  once-notorious  incon- 
sistencies in  grading  have  dwindled, 
thanks  to  third-party  ser\'ices.  These 


groups  assign  a  grade  to  a  coin,  thei 
seal  it  in  a  plastic  slab;  dealers  who  sub 
scribe  to  the  service  agree  to  accept  thi 
grade.  Many  now  make  sight-unseei 
bids  for  "slabbed  coins"  on  an  electron^ 
exchange,  establishing  a  floor  price. 

With  grades  more  consistent,  service: 
have  made  investing  feasible.  But  thi 
stakes  have  increased.  Once,  if  a  cob 
didn't  sell,  the  dealer  could  wait,  thei 
offer  it  again,  notes  Scott  Travers,  hea( 
of  Scott  Travers  Rare  Coin  Galleries  ij 
New  York.  "With  sight-unseen  bidding 
if  you  get  a  lower  bid  the  whole  worh 
knows."  The  result:  a  new — and  appar 
ently  permanent — volatility.  Top-grade( 
coins  doubled  in  1989's  first  half,  thei 
retreated  S0"(  in  the  next  quarter. 

Electronic  networks  aside,  what  yoi 
buy  a  coin  for  and  what  you  can  sell  i 
for  are  pretty  much  at  the  dealer's  dis 
cretion,  so  investors  buy  retail  and  sel 
wholesale.  You  might  pay  S3, 500  for  ai 
1882-0  Morgan  silver  dollar  graded  MS 
65,  but  a  dealer  may  offer  only  $3,00( 
for  it — a  14^"^  "buy-sell  spread." 

The  fact  that  a  coin  has  to  appreciat* 
149f  before  you  break  even  suggest" 
that  it  isn't  easy  to  make  a  mint  in  nu 
mismatics.  "If  you  want  to  collect  coins 
the  market's  as  docile  as  it  ever  was 
says  Robert  Wilhite.  editor  of  Xumis 
matic  Xeics.  "But  if  you  want  to  mak( 
money,  you  need  a  strong  stomach." 

By  Troy  Segal  in  Neic  Yorl 
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One  online  service  has 
the  best  name  in  business. 


To  rise  above  the  aowd  in  today's 
world,  you  need  the  best. 

Your  competition  simply  won't 
let  you  settle  for  less. 

That's  why  you  need  the  one 
online  service  with  the  best  name 
in  business— Dow  Jones 
News/Retrieval,  from  Dow  Jones  & 
Company  Inc.,  publisher  of  The 
Wall  Street  Journal. 

Year  after  year,  in  survey  after 
survey  American  business  votes 
Dow  Jones  the  best  name  in  the 
publishing  industry. 

Now  Dow  Jones  News/Retrieval 
is  setting  the  standard  by  wliich  all 
online  business  services  will  be 
judged.  Providing  the  timely  news 
anci  information  you  need  to  make 
wise  business  decisions.  Breaking 
more  critical  stories  than  other 
services.  Meticulously  verifying  the 
accuracy  of  our  reports.  And  pio- 
neering breakthrough  technologies 
to  guarantee  even  the  most 
computer-wary  professional  can 
use  our  service  with  ease. 

Business  professionals  in  most  of 
the  Fortune  500  already  count  on 
our  special  brand  of  online  infor- 
mation. Call  1-800-225-3170  Ext.  640 
today  for  more  information  on  how 
we  can  give  you  the  same  edge. 

And  get  the  best  name  in 
business  for  yourself. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


1989  Dow  Jones  &  Companv,  Inc.  AJI  rights  reserved, 
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:airo,  Caracas,  Lisbon,  Mexico  City,  Moscow,  Munich,  Osaka,  Paris,  Shanghai,  Sydney,  Tehran,  Tokyo,  Warsaw,  Washington  D.C. 


BANCA  COMMERCIALE  ITALIANA 
Italian  leading  bank 


YOUR  $20  MILLION 
MAY  STRETCH  A  LITTLE  FURTHER  NOW 


lasa 


Masterworks  are  still  fetching  record  prices,  but  the  market  is  becoming  more  selective 


u 


h-oh.  In  mid-November,  at  two 
bellwether  auctions  of  Impres- 
sionist and  modern  art,  there  was 
trouble. 

First,  Christie's  failed  to  sell  29  of  97 
works  on  the  block,  including  seven  con- 
signed by  connoisseur  Paul  Mellon. 
Sotheby's  did  better  the  next  night,  but 
it,  too,  had  a  few  mishaps.  Picasso's  Au 
Lapin  Agile  had  been  extolled  by  So- 
theby's Inc.  Chairman 
John  L.  Marion  as  "the 
most  important  20th 
century  picture  to  come 
up  for  auction."  Many 
expected  it  to  become 
the  world's  most  expen- 
sive painting.  Yet  it 
brought  just  $40.7  mil- 
lion—less than  the  $47.9 
million  Yo  Picasso,  a 
self-portrait,  fetched 
last  spring,  and  far  be- 
low the  record  $53.9 
million  van  Gogh's  Iris- 
es pulled  two  years  ago. 
Sotheby's  also  failed  to 
sell  a  pretty  Renoir  pas- 
tel, expected  to  bring 
$20  million,  and  it  gav- 
eled  down  Picasso's 
Mere  et  Enfant,  pro- 
jected to  surpass  $20 
million,  at  a  mere  $18.7 
million. 

The  rocky  sales  drove 
down  the  stocks  of  both 
auction  houses.  More 
important,  they  prompt- 
ed a  question:  After 
years  of  heady,  often 
indiscriminate  price 
rises,  has  the  art  mar- 
ket peaked?  The  an- 
swer: probably  not.  But 
it  well  may  be  more  se- 
lective in  the  future. 

The  signs  of  stress  are  clear.  Many 
longtime  collectors  are  selling  precisely 
becai'  nrices  are  so  high — and  may  not 
remain  ^o.  Experience  is  telling  invest- 
ment 'legist  Barton  M.  Biggs,  chair- 
man of  '.organ  Stanley  Asset  Manage- 
ment, th.  .  the  art  n\arket  "is  headed  for 
a  blowout."  In  contrast  to  historic  appre- 
ciation of  97'  to  10%  a  year,  Biggs  fig- 
ures that  anniuil  gains  in  the  art  market 


have  been  averaging  25%  to  30%  recent- 
ly— and  unsustainably.  Biggs  also  sees 
significance  in  "forced"  sales  of  art. 
Australian  financier  Alan  Bond,  for  ex- 
ample, had  to  sell  a  Manet  to  help  pay 
down  a  loan  he  got  from  Sotheby's  to 
buy  Irises.  And  Florida's  ailing  Cen- 
Trust  Savings  Bank  was  forced  by  the 
state  to  sell  its  art  collection,  which  had 
been  assembled  without  regulatory  ap- 


be  Kooning's  Interchange;    record  for  a  living  artist's  work 


proval  and  was  considered  an  unsound 
investment.  "I  am  telling  art  investors  to 
stay  on  the  sidelines,"  Biggs  says. 

But  art  partisans  make  cogent  oppos- 
ing arguments.  Despite  the  art  market's 
increasing  breadth  and  liquidity,  they  ar- 
gue that  it  defies  conventional  market 
analysis  because  of  its  unique,  always- 
changing  merchandise.  They  note  that 
Sotheby's  and  Christie's  hammered 


down  a  record  $1  billion  worth  of  art  ir  i)"'^' 
New  York  during  November  alone,  more  ^-^^^ 
than  an  entire  year's  sales  just  five 
years  ago.  They  point  to  the  many  high  i^^'j 
prices  reached  in  November,  including 
the  $51.3  million  that  Picasso's  Pier  F^*' 
rette's  Wedding  brought  in  Paris  anc 
the  $26.4  million  record  for  a  Manet,  it  1ft 
Rue  Mosnier  With  Flags,  at  Christie's,  ftO 
In  fact,  in  New  York  in  October  and 

November  alone,  199  Jf-^' 
works  were  sold  for 
more  than  $1  million 
apiece — a  record  by  far.  twi 
Says  Christopher  J. 
Burge,  president  ol  Mip 
Christie's  USA:  "There's  ikot 
no  way  anyone  can  pre-  iftct, 
tend  that  this  is  any-  t' 
thing  but  a  spectacular  1 
market."  W, 
Still,  auctioneers  and  is  Ci 
dealers  acknowledge  a  vm 
message  in  the  fall  iiiii 
sales.  "Quality  things  mid 
still  sell  very  well,  but  tcri 
there's  a  certain  caution  isk 
in  the  air,"  observes  ierai 
New  York  Impression-  flat 
ist  dealer  Stephen  nt,  f 
Hahn.  Agrees  Gilbert  S.  fr<s 
Edelson,  administrative  mrr 
vice-president  of  the  loi 
Art  Dealers  Assn.:  sper 
"What's  happening  is  moii! 
that  people  are  not  say-  t;  k 
ing  something  is  a  $10  impur 
million  painting  if  it  fites 
isn't."  [T*!- 
SCARED  OFF.  To  many  km 
art  experts,  this  cooling  lintini 
of  the  past  few  years'  Kii 
euphoria  is  welcome:  A  |  fa! 
more  realistic  outlook  irks 
may  even  bring  back  tl 
buyers  who  were  priced  lintin 
out  of  the  market  or  t% 
afraid  that  the  ever-increasing  prices  ri;, 
presaged  a  precipitous  fall.  They  believe 
that,  because  the  market  continues  to  Ion 
broaden  and  internationalize,  art  should  ti\ 
do  well  in  1990 — unless  the  major  West-  ftei 
ern  economies  go  into  a  tailspin.  Some  But 
are  even  more  bullish:  Barring  a  world-  hs 
wide  depression,  says  Old  Master  print  it; ) 
dealer  David  Tunick,  "I  believe  we  (  i, 
haven't  seen  anything  yet  like  we'll  see  (n 
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the  next  10,  20,  30 
■ars."  That's  be- 
use  art,  more  than 
I  er,  is  a  trophy  for 
ose  who  want  so- 
il standing — as 
ill  as  a  passion  for 
me  and  an  invest- 
3nt  for  others. 
Contrarian  inves- 
rs  may  want  to 
ok  into  antiquities, 
rrican  and  Ameri- 
n  Indian  art,  and 
e-Columbian  arti- 
cts.  "They're  not 
latively  expensive, 

there's  room  to  appreciate  in  value," 
ys  Sotheby's  Marion.  In  paintings,  in- 
■stors  might  find  opportunities  among 
ich  19th  century  European  artists  as 
)rot.  Old  Masters  such  as  Rubens,  and 
merican  painters  such  as  George 
ness.  It  may  be  some  time,  however, 
ifore  such  categories  realize  huge 
turns. 

IE  MODERNS.  Investors  with  a  shorter 
ne  horizon  might  fare  better  in  more 
mtemporary  works.  With  most  buyers 
1  but  priced  out  of  the  Impressionist 
arket,  attention  has  been  shifting  to 
ork  by  early  20th  century  artists. 
That  has  been  an  incredibly  strong 
arket,  and  there's  still  more  to  go," 
lys  Christie's  Burge.  Contrastes  de 
ormes  by  Fernand  Leger  sold  at  Chris- 
t's in  London  on  Nov.  28  for  $14.6  mil- 
)n,  more  than  seven  times  his  previous 
;cord.  Braque,  Miro,  Mondrian,  Kan- 
nsky,  Balthus,  and  Gris  are  among  the 
;her  artists  showing  new  strength. 

What  next?  Art  has  a  fashion  aspect 
)  it,  following  changes  in  taste,  and 
<perts  say  buying  interest  is  moving 
)rward  in  time.  Notes  New  York  dealer 
rooke  Alexander:  "A  few  years  ago, 
isper  Johns  started  moving,  and  there 

mounting  pressure  in  the  contempo- 
iry  field."  In  part,  that's  because  con- 
;mporary  paintings  command  lower 
rices  than  works  by  artists  with 
greed-upon  reputations — and  the  range 
i  broad.  Sotheby's  sold  a  Donald  Sultan 
ainting,  for  example,  for  a  record 
297,000  in  November,  but  a  Sultan  etch- 
ig  called  Freesias  is  selling  at  New 
ork's  Richard  Green  Gallery  for  just 
4,500.  So  far,  only  one 
ainting  by  a  living  artist 
as  topped  the  $20  million 
lark:  Japanese  dealer  Shi- 
eki  Kameyama  paid  $20.7 
lillion  for  Willem  de  Koo- 
ing's  Interchange  at 
otheby's  in  November. 

But  de  Kooning's  unique 
tatus  may  not  last  long, 
ays  Martha  Baer,  Chris- 
ie's  contemporary  art  ex- 
ert:  "In  the  last  two 


Sultan  's  Freesias;  A  paltry 
$4,500 at  a  New  York  gallery 
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years,  there's  been  a 
broader  base  of  buy- 
ing." It  is  coming 
from  the  U.  S.,  Eu- 
rope, and — most  sig- 
nificant— from  Ja- 
pan, where  buyers  of 
contemporary  art 
are  a  relatively  re- 
cent phenomenon 
but  appear  to  be  ea- 
ger to  make  up  for 
lost  time. 

All  this  adds  up  to 
a  fast-moving  mar- 
ket. "There  are  go- 
ing to  be  paintings  in 
the  $15  million  range,"  says  Lucy  Mitch- 
ell-Innes,  Sotheby's  contemporary  ex- 
pert. "Two  or  three  years  ago,  the  bid- 
ding thinned  out  above  $5  million,  and  it 
got  very  thin  above  $7  million.  Now, 
there  is  no  shortage  of  bidders  in  that 


Manilow  just  sold  several  works  at 
Christie's  to  focus  on  fewer — and 
newer — artists.  "I'd  guess  some  of  my 
artists  will  drop  out  of  sight,"  he  con- 
cedes. Worse,  the  contemporary  market 
is  more  subject  to  whim  than  any  other 
category  of  the  art  market.  "It's  more 
an  ear  world  than  an  eye  world,"  says 
New  York  dealer  Robert  Miller. 
INSTINCT.  If  you're  not  willing  to  take 
big  risks,  experts  advise  sticking  with 
proven  artists  such  as  Johns,  David 
Hockney,  Frank  Stella,  and  Richard  Die- 
benkorn.  Another  master  likely  to  grow 
in  popularity:  Joan  Mitchell,  an  Ameri- 
can in  Paris  who  was  recently  named 
painter  of  the  year  by  the  French  Minis- 
try of  Culture.  Mountain,  a  large  and 
typical  work,  is  available  at  the  Robert 
Miller  Gallery  for  $500,000. 

If  you  do  want  to  take  a  flyer,  you 
might  buy  such  artists  as  Julian  Schna- 
bel,  Brice  Marden,  Richard  Serra,  Keith 


fHitchell's  Mountain  could  be  a  relative  bargain  at  $500,000 
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range."  As  the  prices  for  top  lots  move 
up,  so  will  the  prices  on  smaller,  newer, 
or  less  remarkable  works  by  contempo- 
rary artists.  Taking  their  cue  from  the 
auctions,  galleries  will  hike  prices,  too. 

Still,  investors  should  remember  that 
contemporary  art  is  similar  to  an  initial 
public  offering  of  a  stock: 
It  may  have  great  poten- 
tial, but  there's  no  guaran- 
tee that  it  will  stand  the 
test  of  time.  That's  part 
of  the  charm  for  some 
wealthy  collectors.  "It  may 
be  more  risky,  but  it's 
more  exhilarating  to  be  in- 
volved with  people  who  are 
still  controversial  and  de- 
batable," says  Chicago  de- 
veloper Lewis  Manilow. 


DEC.  I 


Haring,  and  Jenny  Holzer.  But  you'll 
have  to  rely  heavily  on  your  own  in- 
stincts. Right  now,  according  to  Baer, 
"there's  no  period  of  contemporary  art 
that  isn't  doing  well.  It's  difficult  not  to 
sell  a  painting  these  days.  That  goes 
along  with  what's  happening  in  galler- 
ies— there  are  sold-out  exhibits  and  wait- 
ing lists"  for  work  by  some  artists.  Yet 
by  many  accounts,  prices  for  many  con- 
temporary artists  are  already  out  of  line 
with  the  quality  of  their  work. 

Even  if  the  selectivity  that  emerged  in 
November's  sales  continues,  the  art  mar- 
ket seems  destined  to  keep  making  head- 
lines during  1990.  Widening  interest  in 
art  will  see  to  that.  But  the  bold  type 
just  may  chronicle  a  few  surprise  price 
valleys  as  well  as  stupendous  peaks. 
By  Judith  H.  Dobrzynski  in  New  York 
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"Compus^at  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
compcinies.  Combine  with  software  for  comprehensive  finaincial  analyses. 
Now,  place  i  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 
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At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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A  SCOREBOARD  TO  HELP  YOU 
PLAY  BY  THE  NUMBERS 


A  poll  of  2,500  experts  points  to  some  likely  winners  and  losers  among  900  companies 


Stocks  generated  some  hefty  re- 
turns in  the  1980s.  But  past  per- 
formance offers  little  comfort 
hen  it  comes  to  buying  shares  this 
;ep  into  a  long  economic  expansion.  So, 
>fore  accepting  your  broker's  opinion 
1  which  companies  offer  the  best  poten- 
il  rewards  in  the  year  ahead,  a  little 
)mework  is  in  order.  To  help  with  the 
isearch,  BUSINESS  WEEK  has  once  again 
)mpiled  its  annual  Investment  Outlook 
:orehoard. 

The  scoreboard  is  divided  into  24  in- 
astrj'  groups,  from  aerospace  to  utili- 
es.  You'll  find  vital  financial  statis- 
cs  on  900  publicly  traded  companies. 


including  data  on  how  they  fared  in  1989 
and  how  they  might  do  in  1990.  Standard 
&  Poor's  Compustat  Services  Inc.  pro- 
vided historical  facts  on  each  company, 
such  as  book  value  per  share  and  divi- 
dend \"ield.  For  a  peek  into  the  future, 
BUSINESS  WEEK  turned  to  brokerage 
house  Lynch,  Jones  &  Ryan.  Its  Institu- 
tional Brokerage  Estimate  System  sur- 
veyed some  2,500  securities  analysts 
across  the  country  for  their  opinions. 
The  result:  a  consensus  earnings  fore- 
cast for  each  company  listed. 

The  survey  also  takes  a  look  at  indus- 
try sectors.  Analysts'  estimates  for  the 
best  and  worst  earnings  performances 


for  1989  and  1990  are  broken  out  sepa- 
rately (tables).  Here,  the  weight  of  opin- 
ion suggests  that  the  smarie.st  gains  will 
come  from  banks  on  the  East  Coast  as 
they  recover  from  a  dismal  showing  lu 
1989.  Similarly,  forecasters  see  a  re- 
bound in  1990  for  computer  companies. 
HIDDEN  BARGAINS.  Xot  evt  ryone  has  the 
time  or  inclination  to  son  through  the 
pile  of  data  in  the  pagt  ^  ahead.  With 
this  in  mind,  BUSINESS  WEEK  went 
through  the  list  of  companies  and  broke 
out  stocks  that  meet  certain  criteria.  The 
result:  six  tables  that  rank  stocks  ac- 
cording to  distinct  investment  strategies 
(page  156). 

Of  course,  the  bottom  line  is  a  big 
component  of  any  examination  of  stocks. 
Even  Wall  Street  analysts,  who  use  an 
array  of  sophisticated  techniques,  still 
make  their  buy  and  sell  calls  partly  on 
the  basis  of  profit  prospects.  But  handle 
the  list  of  potential  high-earners  careful- 
ly. For  instance,  the  consensus  is  that 
Seagate  Technology  Inc.'s  earnings  per 
share  will  increase  by  almost  :i00  times 
next  year.  But  even  that  would  bring  it 
to  just  §1.97,  since  the  Scotts  Valley 
(Calif.)  company,  which  makes  disk 
drives  for  personal  computers,  had  1989 
earnings  of  about  a  penny  per  share. 

To  flesh  out  earnings  forecasts,  many 
investors  also  like  to  see  how  the  share 
price  stacks  up  against  a  company's 
book  value.  Hidden  bargains  lurk  among 
companies  trading  well  below  what 
they're  worth  on  paper.  But  make  sure 
the  stock  is  truly  overlooked  rather  than 
consciously  avoided.  The  current  collec- 
tion is  loaded  with  savings-and-loan  asso- 
ciations, including  Imperial  Corp.  of 
America.  Imperial  turns  up  at  the  top  of 
the  list  of  companies  that  forecasters 
have  trouble  agreeing  on.  Earnings  fore- 
casts for  Imperial  in  1990  range  from  a 
loss  of  $2  per  share  to  net  income  of 
81.50  a  share. 

The  price-earnings  ratio  is  another 
handy  tool  in  the  search  for  bargains.  A 
low  p-e  multiple  may  be  the  product  of 
short-term  bad  news  that  has  distracted 
the  market  from  a  company's  otherwise 
favorable  fundamentals.  If  so,  patient  in- 
vestors may  be  amply  rewarded  when 
the  market  changes  its  tune. 

The  search  for  hidden  value  explains 
why  some  investors  prefer  companies 


WHAT  THE  ANALYSTS  EXPECT: 
INDUSTRY  GROUP  PICKS  AND  PANS 


1989 

1990 

THE  STRONGEST 

Earnings  change 
from  1988 

THE  STRONGEST 

Earnings  change 
from  1989 

ENGINEERING/CONSTRUaiON 

1,211% 

BANKS-EAST 

2,264% 

TELECOMMUNICATIONS  SERVICES 

487 

COMPUTERS 

86 

RAILROADS 

78 

MACHINE/HAND  TOOLS 

67 

PETROLEUM  SERVICES 

53 

HEALTH  SERVICES 

58 

REAL  ESTATE 

50 

CONSTRUaiON/ENGINEERING 

57 

HEALTH  SERVICES 

50 

AIRLINES 

52 

GAS  UTILITIES 

42 

TELECOMMUNICATIONS  SERVICES 

49 

TRANSPORTATION  SERVICES 

37 

BANKS-WEST/SOUTHWEST 

47 

OIL  &  GAS 

36 

INSTRUMENTS 

47 

BROADCASTING 

27 

TRUCKING/SHIPPING 

45 

THE  WEAKEST 

THE  WEAKEST 

BANKS-EAST 

-96% 

NONFERROUS  METALS 

-21% 

COMPUTERS 

-39 

ALUMINUM 

-18 

TRUCKING/SHIPPING 

-34 

FOREST  PRODUaS 

-12 

PUBLISHING 

-29 

PAPER  CONTAINERS 

-7 

CARS  &  TRUCKS 

-24 

PAPER 

-5 

HOTEL  &  MOTEL 

-21 

CARS  &  TRUCKS 

-2 

AEROSPACE 

-17 

CHEMICALS 

0 

FINANCIAL  SERVICES 

-17 

ELEQRIC  UTILITIES 

6 

MACHINE/HAND  TOOLS 

-12 

TIRE  &  RUBBER 

8 

CHEMICALS 

-7 

ElEaRONICS 

9 

Because  of  net  losses  in  either  1988  or  1989,  but  net  profrts  in  the  other  year,  earnings  gains  for  1989  in  the  automotive  ports, 
instruments,  and  savings  and  loon  industries  cannot  be  calculated  meaningfully  on  a  percentage  basis.  Similarly,  the  projected  per- 
centoge  increase  in  earnings  for  1990  for  S&L  companies  cannot  be  tallied 

DATA:  INSTITUTIONAL  BROKERS  ESTIMATE  SYSTEM,  STANDARD  &  POOR  S  COMPUSTAT  SKVICES  INC. 
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that  have  few  institutional  shareholders. 
As  a  rule,  banks,  insurance  companies, 
and  pension  funds  limit  their  investment 
horizons  to  established,  well-researched 
companies.  So  there  may  be  a  lot  of 
unrecognize  l  values  elsewhere.  And 
those  stocks  stand  a  better  chance  of 
taking  off  later  when  big  investors  get 
wind  of  them.  At  the  top  of  this  year's 
ignored-by-institutions  list  is  WLR  Foods 
in  Hinton.  Va.,  which  processes  turkeys 
and  chickens.  Institutions  own  less  than 


V'''  of  its  6.6  million  outstanding  shares. 

Finding  high  yields  is  another  perenni- 
al favorite  among  '  investment  tactics. 
Stocks  that  pay  high  dividends  are  popu- 
lar because  they  offer  a  good  source  of 
income  even  when  the  market  isn't  doing 
well.  Asset  Investors  Corp.,  a  real  estate 
investment  trust  that  holds  mortgage- 
backed  securities,  tops  the  list  with  an 
18%  yield.  Utilities  are  scattered 
throughout  this  year's  list,  as  are  banks. 
Bank  of  New  England  Corp.  and  Chemi- 


cal Banking  Coi-p.  are  among  the  high- 
est-yielding stocks.  Their  share  prices 
however,  have  been  laggards  because  oi 
troubled  real  estate  loans. 

Keep  in  mind  that  such  lists  are  handj 
for  identifying  companies  and  trends 
that  are  worth  exploring  and  as  bench- 
marks worth  holding  on  to.  Still,  they're  ^jsu 
only  a  starting  point.  A  lot  can  happer 
on  the  way  to  1990's  annual  reports.  ^ 

By  John  Meehan  and  Robert  Mims,  witlL 
Fred  F.  Jespersen,  in  New  York  | 


A  MENU  OF  INVESTMENT  OPPORTUNITIES 


COMPANIES  WITH 
THE  HIGHEST  YIELD 


If  the  goal  is  income,  these  compa- 

nies pay  among  the  highest  annual 

dividends  as  a  percent  of  stock  price 

Percent 

ASSET  INVESTORS 

18% 

REXENE 

17 

AMERICAN  MEDICAL 

12 

BANK  OF  NEW  ENGLAND 

11 

INTERLAKE 

10 

PHILADELPHIA  ELEQRIC 

10 

MANUFAQURERS  HANOVER 

10 

USF&G 

9 

CHEMICAL  BANKING 

9 

BOSTON  EDISON 

9 

HOUSTON  INDUSTRIES 

9 

TEXAS  UTILITIES 

9 

ROCK-BOTTOM 

PRICE-EARNIHGS  RATIOS 

Prices  of  these  stocks  compared  to 
1990  forecast  eamings-per-share 
suggest  unrecognized  values.  Nega- 
tive EPS  estimates  excluded 


Ratio 

LTV 

1.3 

EAGLE-PICHER  INDUSTRIES 

2.9 

MAGMA  COPPER 

3.1 

GAYLORD  CONTAINER 

3.2 

REXENE 

3.8 

PHELPS  DODGE 

4.0 

GLENF^D 

4.3 

CYPRUS  .'AiNERALS 

4.3 

BETHLEHfc;,'.  STEEL 

4.4 

VISTA  CH?,\',:L.' L 

4.7 

CHRYSLER 

4.7 

FORD  MOTOR 

4.8 

STOCKS  THE  INSTITUTIONS 
RARELY  HOLD 


Unpopular-orjust  overlooked?  Either  way,  if  the  in- 
stitutions suddenly  take  notice,  prices  could  rise 

Number  of 
Percent  of  shores  institutions 
held  by  institutions  holding 

WLR  FOODS 

0% 

2 

FOOD  LION 

3 

55 

TURNER  BROADCASTING 

5 

34 

FIGGIE  INTERNATIONAL 

6 

30 

LTV 

6 

39 

INGLES  MARKETS 

6 

17 

PILGRIM'S  PRIDE 

7 

16 

CROWN  CENTRAL  PETROLEUM 

7 

29 

HOME  SHOPPING  NETWORK 

8 

39 

SPIEGEL 

8 

49 

ATARI 

8 

34 

HUDSON  FOODS 

9 

25 

AVERAGE  OF  900  COMPANIES 

50% 

238 

FORECASTERS  AGREE  LEAST  ABOUT 
 THESE  COMPANIES  

Uncertainty  breeds  opportunity.  The  1990  eam- 
ings-per-share estimates  range  all  over  the  lot  for 
these  stocks.  Example:  Estimates  for  Data  General 
range  from  75<f  to  a  loss  of  $1.25 

Consensus  Variation 
for  1990  in  forecasts 

Cents  per  share  Percent 


IMPERIAL  CORP.  OF  AMERICA 

17c 

1,136% 

SUBARU  OF  AMERICA 

3 

1,034 

NORTHEAST  SAVINGS 

13 

827 

CUMMINS  ENGINE 

65 

524 

CROSS  &TRECKER 

19 

453 

TURNER  BROADCASTING 

-14 

404 

DATA  GENERAL 

-25 

398 

HIGHLAND  SUPERSTORES 

6 

388 

McDERMOn  INTERNATIONAL 

-21 

381 

LONE  STAR  TECHNOLOGIES 

-19 

379 

VALLEY  NATIONAL 

140 

198 

TEXAS  AIR 

-235 

157 

HIGH  HOPES  FOR 
EARNINGS  PER  SHARE 


Wall  Street  is  largely  earnings-driv- 

en. These  companies'  earnings  are 

forecast  to  move  smartly  past  1989 

Percent  change  1989-90 

SEAGATE  TECHNOLOGY 

19,600% 

M/A-COM 

3,600 

UMPBELL  SOUP 

2,480 

BANK  OF  NEW  YORK 

772 

RELIANCE  GROUP 

667 

U.S.  HOME 

500 

SOO  LINE 

450 

USAIR  GROUP 

436 

McDonnell  douglas 

422 

CIRCLE  K 

267 

MORGAN  PRODUaS 

243 

GENERAL  HOST 


233 


STOCKS  SELLING 
WAY  BELOW  BOOK  VALUE 


The  stock  price  of  these  companies 

as  a  percentage  of  book  is  down  at 

the  bottom,  luring  bargain  hunters 

Percent 

CROSSLAND  SAVINGS 

8% 

NORTHEAST  SAVINGS 

8 

LONE  STAR  TECHNOLOGIES 

20 

IMPERIAL  CORP.  OF  AMERICA 

20 

PINNACLE  WEST  CAPITAL 

22 

U.S.  HOME 

25 

GREAT  AMERICAN  BANK 

29 

ARROW  ELEaRONICS 

31 

AMERICAN  SAVINGS  BANK 

33 

DIME  SAVINGS  BANK 

36 

CALFED 

39 

MAGMA  COPPER 

40 

DATA:  INSTUUTKmi  BROKKS  ESTIAAATE  SYSTEM,  STANDARD  &  POOR'S  COMPUSTAT  SffiVICES  INC. 
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LOSSARY 

f;  Number  of  the  month  in  which 
mpany's  fiscal  year  ends. 
>ok  value  per  share:  Sum  of  common 
)ck  at  nominal  balance-sheet  value,  capital 
rplus,  and  retained  earnings  as  shown  in 
mpany  accounts,  divided  by  number  of 
ares  outstanding. 

E  ratio:  Nov.  30  stock  price  divided  by 
timated  1989  earnings, 
vidend  rate:  Indicated  annual  payment 
te  based  on  latest  quarterly  dividend  plus  any 
curring  extra  or  special  yearend  dividends, 
leld:  Indicated  annual  dividend  as  a 
ircent  of  Nov.  30  stock  price. 


Shares  outstanding:  Millions  of  common 
shares  outstanding  as  of  company's  latest 
available  financial  report,  excluding 
treasury  shares. 

Marltet  value:  Percentage  change  in  total 
market  value  of  the  company's  most  widely 
held  common  stock  issue  since  Jan.  1.  1989. 
Institutional  holdings:  Percentage  of 
outstanding  common  shares  held  by  banks, 
insurance  and  investment  companies, 
colleges,  and  pension  funds,  and  the  number 
of  such  institutions. 

Turnover:  Percentage  of  outstanding 
shares  changing  hands  in  1989. 
Earnings  per  share:  Pnmary  earnings  per 
share — net  income  (including  proceeds  from 


certain  convertible  securities,  warrants,  and 
options  that  are  common-stock  equivalents, 
but  excluding  extraordinary  profit  or  loss 
items)  divided  by  number  of  common  and 
common-equivalent  shares. 
Earnings  per  share  estimates: 
Analysts'  consensus  estimates  for  1989  and 
1990  compiled  by  Institutional  Brokers 
Estimate  System.  Trend  estimate,  based  on 
pattern  of  past  five  years,  compiled  by 
Standard  &  Poor's  Compustat  Services. 
Variation:  The  percentage  by  which  two- 
thirds  of  the  1990  earnings  estimates 
are  above  or  below  the  average  estimate.  The 
lower  this  figure  is,  the  more  analysts  agree 
on  their  estimates. 


EARNINGS  PER  SHARE 

1990  ESTIMATES 


COMPANY 


RECENT 
SHARE 
FY  PRICE 


BOOK 
VALUE 
PER 
SHARE 


P-E 
RATIO 


DIVI- 
DEND 
RATE 


SHRS 
OUT 
MILS 


1989 
MARKET 
VALUE 
CHANGE 


INSTITUTIONAL 
HOLDINGS 


1989 
TURN- 
OVER 


FROM  ANALYSTS 

1989      BASED  ON  VARI- 
ANALYST      5-YEAR         CON-  ATION 
EST         TREND      SENSUS  % 


(LL-INDUSTRY 


AVERAGE 

35 

19 

19 

0.93 

2.64 

70.2 

21 

50 

238 

74.8 

2.41 

2.47 

3.59 

3.04 

17.0 

AEROSPACE 

INDUSTRY  AVERAGE 

37 

32 

IS 

1.12 

3.52 

53.8 

-4 

54 

266 

74.1 

3.71 

3.09 

3.89 

4.46 

12.6 

Boeing 

12 

60 

25 

16 

1.20 

2.00 

230.3 

49 

59 

765 

82.6 

2.68 

3.77 

2.88 

5.45 

7.1 

GenCorp 

11 

12 

6 

15 

0.60 

5.00 

31.7 

-28 

60 

126 

95.1 

1.72 

0.81 

1.98 

1.49 

13.6 

General  Dynamics 

12 

44 

48 

6 

1.00 

2.29 

41.8 

-14 

53 

270 

45.2 

9.03 

7.16 

8.31 

7.96 

8.8 

Grumman 

12 

17 

23 

8 

1.00 

5.84 

33.0 

-13 

37 

140 

43.7 

2.50 

2.05 

1.35 

2.27 

8.9 

Kaman 

12 

8 

1 1 

15 

0.44 

5.50 

18.0 

-38 

46 

75 

76.2 

1.42 

0.52 

0.82 

1.35 

4.6 

Loci<heed 

12 

38 

35 

17 

1.80 

4.72 

63.3 

-1 

63 

368 

101.0 

7.34 

2.19 

3.60 

5.76 

8.8 

Martin  Marietta 

12 

40 

26 

7 

1.35 

3.38 

52.9 

-1 

59 

312 

48.9 

6.02 

5.83 

6.73 

6.29 

3.6 

McDonnell  Douglas 

12 

63 

85 

53 

2.82 

4.49 

38.0 

-17 

43 

196 

53.7 

9.13 

1.18 

2.30 

6.16 

21.2 

Northrop 

12 

17 

19 

NM 

1.20 

6.96 

47.0 

-38 

55 

185 

73.1 

-0.65 

-0.34 

NA 

2.05 

30.9 

Rohr  Industries 

07 

21 

23 

1  1 

0.00 

0.00 

17.7 

-26 

62 

1 17 

150.2 

1.85 

1.90* 

1.57 

1.47 

48.4 

Sequa 

12 

70 

70 

1  1 

0.60 

0.86 

10.2 

22 

42 

82 

23.1 

6.31 

6.43 

9.49 

8.00 

8.8 

Sundstrand 

12 

65 

29 

1  1 

1.80 

2.79 

18.5 

29 

63 

172 

68.6 

-2.71 

5.64 

3.85 

6.45 

4.6 

Thiokol 

06 

13 

12 

14 

0.30 

2.33 

19.2 

NM 

47 

258 

1 16.2 

2.25 

0.93* 

NA 

2.01 

4.8 

United  Technologies 

12 

52 

38 

10 

1.60 

3.09 

131.3 

26 

65 

657 

59.3 

5.05 

5.17 

3.81 

5.74 

2.9 

AUTOMOTIVE 

INDUSTRY  AVERAGE 

29 

20 

11 

1.07 

3.14 

92.7 

-8 

48 

229 

66.1 

0.84 

2.75 

3.76 

3.03 

39.2 

CARS  &  TRUCKS 

GROUP  AVERAGE 

27 

31 

8 

1.62 

4.20 

272.0 

-17 

49 

452 

62.6 

4.85 

3.69 

5.81 

3.62 

32.4 

Chrysler 

12 

20 

34 

5 

1.20 

6.04 

232.9 

-23 

63 

418 

66.3 

4.66 

4.23 

4.39 

3.63 

24.4 

Ford  Motor 

12 

45 

48 

5 

3.00 

6.72 

476.9 

-14 

54 

859 

52.0 

10.96 

9.30 

12.90 

7.93 

17.0 

General  Motors 

12 

44 

56 

7 

3.00 

6.84 

606.6 

4 

43 

941 

47.0 

6.82 

6.59 

5.94 

5.88 

25.9 

Mack  Trucks 

12 

7 

17 

NM 

0.00 

0.00 

29.6 

-47 

38 

70 

93.5 

0.84 

-3.70 

NA 

-1.14 

64.2 

Navistar  International 

10 

4 

3 

14 

0.00 

0.00 

251.2 

-26 

47 

244 

73.9 

0.89 

0.29 

0.35 

0.43 

51.1 

Paccar 

12 

45 

28 

8 

2.50(c) 

5.62 

34.9 

5 

47 

179 

43.1 

4.90 

5.44 

5.45 

5.01 

11.8 

PARTS  &  EQUIPMENT 

GROUP  AVERAGE 

24 

14 

12 

0.83 

2.88 

30.7 

-11 

47 

135 

63.4 

-1.91 

1.86 

2.58 

2.27 

50.9 

Arvin  Industries 

12 

16 

19 

17 

0.68 

4.39 

18.8 

-19 

34 

85 

50.2 

0.70(b) 

0.93 

0.79 

1.63 

17.7 

Cummins  Engine 

12 

51 

53 

NM 

2.20 

4.29 

10.7 

-20 

78 

157 

149.6 

-6.71 

-1.68 

NA 

0.65 

523.9 

Dona 

12 

34 

25 

9 

1.60 

4.69 

40.9 

-12 

62 

260 

48.3 

3.99 

3.62 

3.66 

3.77 

11.1 

Danaher 

12 

17 

7 

9 

0.00 

0.00 

23.3 

13 

19 

46 

33.5 

1.68 

1.97 

5.02 

2.18 

7.0 

Eagle-Picher  Industries 

1 1 

10 

-21 

3 

0.00 

0.00 

10.7 

-37 

45 

89 

85.2 

-43.54 

3.48 

3.88 

4.03 

21.1 

Eaton 

12 

56 

31 

10 

2.00 

3.60 

38.7 

4 

62 

304 

44.3 

6.1 1(b) 

5.57 

5.69 

5.66 

1 1.0 

Echlin 

08 

14 

12 

18 

0.70 

4.96 

55.8 

-14 

75 

194 

56.9 

1.12 

0.80* 

0.86 

1.16 

10.2 

Federal-Mogul 

12 

20 

1 1 

14 

0.92 

4.57 

22.8 

-23 

48 

97 

82.5 

1.74 

1.43 

1.26 

1.64 

14.3 

otnotes:  'Actual,  not  estimated  data.  NA  =  not  available,  NM  =  not  meaningful  (a)  Shares  outstanding  as  of  fiscal  yearend.  (b)  Actual  and  estimated  EPS  figures  are  fully  diluted. 
Dividend  rate  excludes  a  nonrecurnng  extra  or  special  yearend  dividend  (d)  Company  pays  a  recurnng  stock  dividend.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from 
ch  sources  as  statistical  sen/ices,  newspapers,  registration  statements,  and  company  reports  tfiat  SPCS  believes  to  be  reliable  but  that  are  not  guaranteed  by  either  SPCS  or  BUSINESS  WEEK  as 
correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  Institutional  Brokers  Estimate  System,  Vickers  Stock  Research  Corp. 
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EARNINGS  PER  SHARE 


1 990  ESTIMATES 


COMPANY 


RECENT 
SHARE 

PRICE 


300K 
VALUE 
PER 
SHARE 


P-E 
RATIO 
1989 

EST 


1969 
DIVI- 
DEND YIELD 
RATE  °o 


SHHS. 
OUT. 
MILS 


1989 
MARKET 
VALUE 
CHANGE 


INSTTRmONAL 
HOLDINGS 


1989 
TURN- 
OVER 


1988 
ACTUAL 


1989      BASED  ON 
ANALYST  5-YEAfl 
EST  TREND 


VARI- 

CON-  ATION 
SENSUS  % 


Masco  Industries 

12 

7 

5 

9 

0.00 

0.00 

81.3 

-31 

10 

87 

30.5 

0.93 

0.82 

1.51 

0.95 

14.7  \- 

Modine  Mfg. 

03 

19 

12 

1 1 

0.60 

3.16 

14.8 

21 

31 

70 

40.9 

1.73 

1.67 

1.80 

1.83 

3.2  - 

Pep  Boys-Manny,  Moe  &  Jack 

01 

1 1 

5 

15 

0.11 

1.00 

55.2 

-8 

53 

151 

55.0 

0.68 

0.74 

0.88 

0.91 

7.0  ' 

SPX 

12 

32 

15 

15 

1.00(c) 

3.15 

15.3 

2 

53 

144 

124.4 

3.64 

2.06 

2.26 

2.77 

5.6 

Standard  Products 

06 

26 

15 

10 

0.92 

3.57 

10.4 

-15 

43 

70 

23.7 

3.14 

2.71- 

3.40 

2.27 

15.5 

!c)  TIRE  &  RUBBER 

GROUP  AVERAGE 

49 

22 

12 

1.07 

2.38 

25.2 

16 

51 

198 

79.9 

3.74 

4.27 

4.74 

4.61 

11.2 

Bandog 

12 

80 

13 

15 

0.90 

1.12 

14.5 

22 

51 

172 

23.8 

4.68 

5.22 

6.29 

5.83 

4.7 

Carlisle 

12 

34 

25 

1 1 

1.20 

3.53 

8.1 

-3 

46 

86 

42.3 

2.16 

3.23 

2.37 

3.69 

17.4 

Cooper  Tire  &  Rubber 

12 

37 

14 

13 

0.36 

0.98 

20.5 

53 

45 

129 

127.7 

2.01 

2.72 

2.87 

3.06 

3.6 

Goodyear  Tire  &  Rubber 

12 

46 

34 

8 

1.80 

3.89 

57.7 

-9 

60 

406 

125.7 

6.1 1 

5.90 

7.43 

5.87 

19.0 

3 BANKS 

INDUSTRY  AVERAGE 

34 

28 

9 

1.57 

4.69 

69.7 

20 

53 

251 

69.9 

4.21 

2.51 

4.17 

5.06 

10.3 

(a)  BANKS  -  EAST 

GROUP  AVERAGE 

32 

29 

1 1 

1.76 

5.86 

81.5 

10 

55 

300 

66.0 

5.09 

0.22 

3.58 

5.20 

7.7 

Bank  of  Boston 

12 

20 

27 

12 

1.24 

6.24 

70.8 

-14 

74 

300 

80.9 

4.66 

1.67 

1.05 

4.32 

12.9 

Bank  of  New  England 

12 

13 

24 

7 

1.36 

10.77 

69.3 

-43 

54 

243 

64.4 

4.06 

1.88 

2.38 

3.10 

13.9 

bank  or  New  lork 

1 2 

40 

39 

51 

2. 1 2 

5.27 

o/.y 

T  .40 

j4y 

O/  .J 

0.^  1  \0] 

r\  TO 

1  46 

O.OT 

3  7 

Bankers  Trust  New  York 

1  / 

47 

26 

NM 

2  08 

4.47 

81  8 

34 

73 

437 

73  5 

8  09 

-1 1.29 

8.71 

4  9  \ 

Chase  Manhattan 

12 

36 

35 

NM 

2.36 

6.49 

91.2 

31 

68 

368 

143.0 

11.55 

-8.21 

NA 

6.65 

1 1.5  k 

Chemical  Banking 

12 

32 

35 

NM 

2.72 

8.57 

65.7 

3 

61 

318 

98.7 

12.02(b) 

-8.13 

NA 

6.15 

12.6  } 

Citicorp 

1 2 

29 

28 

6 

1 .62 

5.56 

321 .8 

1  4 

69 

756 

68.9 

4.87 

4.79 

5.41 

5.40 

6.5  S 

CoreStates  Financial 

1  2 

44 

3 1 

9 

1 .68 

3.84 

39.5 

9 

49 

238 

64.3 

4.50 

5.03 

5.49 

5. 1 7 

9.9  i 

First  Fidelity  Bancorporotion 

12 

25 

25 

7 

2.00 

7.96 

58.3 

-5 

49 

217 

58.3 

0.29 

3.85 

0.90 

4.05 

9.4  1 

Fleet/Norstar  Financial  Group 

12 

26 

19 

8 

1.28 

4.90 

108.6 

4 

40 

288 

29.8 

3.01(b) 

3.29 

3.41 

3.66 

25  \ 

KeyCorp 

12 

27 

22 

8 

1.28 

4.74 

41.8 

37 

39 

132 

25.4 

2.90 

3.21 

3.23 

3.62 

81  1 

Manufacturers  Hanover 

1  2 

JO 

4 1 

3  28 

9  5 1 

5 1  9 

23 

51 

2 1 1 

113  6 

1 4  25 

—9  79 

6.59 

15.0  1 

Mellon  Bank 

12 

30 

34 

7 

1.40 

4.69 

36.6 

51 

61 

194 

91.0 

-3.65 

4.42 

4.37 

4.93 

8.8  §7 

1  d  1 Q  nti  c 

1 2 

36 

39 

1 .88 

5.22 

38.1 

_5 

37 

1 48 

57.9 

5.85 

6.42 

6.51 

6.99 

3.3 

AANO  Finonciol 

1 2 

23 

20 

7 

1.16 

4.99 

62.0 

9 

53 

215 

47.2 

2.84(b) 

3.32 

3.99 

3.71 

3.4 

1 2 

42 

2 1 

1 .66 

3.95 

1 83.4 

22 

64 

726 

64.3 

5.38 

-6.55 

NA 

5.44 

14.2 

PNC  Financial 

12 

41 

31 

8 

2.12 

5.17 

93.4 

1 1 

53 

390 

40.6 

5.09 

5.38 

5.47 

5.91 

2.7 

Republic  NeAw  York 

1 2 

46 

33 

1  28 

2  81 

30.2 

7 

43 

102 

20.8 

5.01 

-1.97 

NA 

5.61 

4.0 

Shawmut  National 

1 2 

23 

24 

^ 

6  23 

73  1 

—4 

54 

252 

68.0 

3.28 

3.58 

3.46 

3.97 

4.0 

UJB  Financial 

12 

20 

18 

7 

1-16 

5.84 

43.9 

-3 

29 

119 

41.2 

2.58 

2.81 

2.96 

3.07 

3.3 

{b\  BANKS  -  MIDWEST 

GROUP  AVERAGE 

37 

27 

9 

1.50 

4.18 

51.3 

25 

53 

188 

57.0 

3.87 

4.27 

5.36 

5.02 

0.7 

AmeriTrust 

12 

28 

19 

9 

1.28 

4.61 

38.6 

38 

42 

115 

42.9 

2.62 

3.12 

3.28 

3.33 

4.7 

Banc  One 

1 2 

JZ 

■J. £.7 

1 29  6 

43 

346 

38  7 

2  61 

2.83 

3. 1 1 

3.50 

3.4 

Boatmen's  Bancshares 

12 

34 

31 

9 

2.12 

6.30 

34.2 

10 

45 

167 

84.2 

2.01 

3.84 

2.75 

4.55 

3.6 

Comerico 

12 

51 

39 

8 

2.40 

4.71 

15.8 

13 

54 

133 

59.4 

6.58(b) 

6.12 

7.59 

7.74 

3.5 

Continental  Bonk 

12 

21 

26 

7 

0.80 

3.83 

49.7 

23 

34 

106 

50.7 

5.19 

3.16 

5.39 

3.81 

22.5 

First  Bonk  System 

1 2 

16 

1  5 

s 

0.82 

5.13 

62.2 

-23 

65 

201 

103.2 

-5.25(b) 

2.07 

1.43 

2.28 

25.9 

First  Chicago 

12 

39 

33 

7 

1.80 

4.63 

63.6 

34 

72 

325 

62.9 

8.20 

5.30 

11.00 

7.26 

5.8 

Manufacturers  Notional 

12 

55 

42 

8 

2.16 

3,93 

15.1 

24 

41 

114 

66.7 

6,35(b) 

6.93 

4.13 

7.55 

1.8 

^Alchigan  National 

12 

53 

47 

9 

2.00 

3.81 

15.1 

17 

55 

89 

75.7 

6.07 

5.92 

9.08 

7.10 

4.0 

National  City 

12 

38 

24 

9 

1.68 

4.45 

60.7 

15 

63 

238 

18.8 

3.84(b) 

4.35 

4.49 

488 

2.8 

NBD  Bancorp 

12 

32 

23 

9 

1.28 

3.95 

72.4 

31 

46 

236 

28.9 

3.21 

3.56 

4.01 

3.93 

3.5 

Northern  Trust 

12 

64 

28 

11 

1.24 

1.95 

16.3 

55 

50 

113 

65.5 

6.61 

5.74 

9.86 

6.56 

3.9 

Norwest 

12 

22 

13 

9 

0.82 

3.79 

93  1 

41 

80 

258 

43.7 

2.26 

2.53 

3.60 

2.81 

2.0 

Id  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  AVERAGE 

33 

24 

9 

1.28 

4.06 

68.1 

26 

49 

232 

51.3 

3.35 

3.69 

3.63 

4.19 

3.4 

Barnett  Banks 

12 

34 

26 

8 

1.20 

3.56 

62.8 

4 

57 

314 

42.1 

3.75 

4.1  1 

4.57 

4.57 

1.9 

Citizens  &  Southern 

12 

31 

22 

8 

1.40 

4.59 

61.7 

24 

55 

222 

92.1 

3.25 

3.70 

3.84 

4.15 

2.2 

Crestar  Financial 

12 

30 

22 

9 

1.20 

4.03 

31.1 

36 

37 

108 

54.1 

2.92(b) 

3.21 

3.07 

3.51 

1.4 

First  Union 

12 

22 

19 

8 

1.00 

4.49 

107.1 

1 

44 

263 

36.5 

2.76 

2.73 

2.99 

3.01 

2.8 

First  Wachovia 

12 

41 

24 

1 1 

1.52 

3.68 

69.3 

32 

47 

266 

23.3 

3.52(b) 

3.81 

3.85 

4.23 

2.1 

NCNB 

12 

47 

28 

1 1 

1.20 

2.56 

101.0 

101 

54 

352 

68.1 

2.90 

4.33 

3.96 

5.87 

9.1 

Signet  Bcnking 

12 

38 

27 

9 

1.56 

4.13 

26.6 

28 

44 

152 

60.6 

5.71 

4.43 

3.80 

4.87 

2.6 

Southeasi  Sinking 

12 

22 

25 

6 

1.12 

5.15 

32.6 

4 

66 

146 

90.5 

2.26(b) 

3.48 

2.60 

3.79 

7.9 

Sovran  Finoncial 

12 

38 

26 

9 

1.80 

4.69 

59.9 

14 

37 

240 

24.6 

4.09 

4.50 

4.66 

5.01 

1.7 

SunTrust  Banks 

12 

23 

16 

9 

0.84 

3.67 

129.0 

15 

47 

257 

21.2 

2.38 

2.61 

2.99 

2.88 

2.7 

(d|  BANKS  •  WESV  <^  <<v«UTHWEST 

GROUP  AVERAGE 

40 

33 

8 

1.55 

3.21 

72.2 

33 

57 

253 

131.4 

3.53 

4.09 

3.68 

6.01 

33.9 

BankAmerica 

12 

26 

22 

5 

0.60 

2.27 

204.5 

65 

45 

345 

99.8 

2.77 

4.87 

NA 

5.56 

9.5 

First  City  Bancorp.  -  ■  "exas 

12 

38 

41 

9 

0.37(c) 

0.98 

18.1 

90 

31 

94 

68.6 

-0.53 

4.21 

NA 

4.87 

3.7 

First  Interstate  Bar  p 

12 

53 

45 

10 

3.00 

5.69 

47.5 

26 

73 

300 

123.0 

2.03 

5.45 

3.13 

7.61 

13.7 

Security  Pacific 

12 

42 

34 

7 

2.28 

5.43 

114.3 

18 

61 

401 

75.9 

5.59 

6.28 

1.28 

7.05 

2.0 

U.  S.  Bancorp 

12 

29 

21 

9 

1.00 

3.43 

49.6 

53 

52 

154 

63.9 

2.52 

3.10 

3.21 

3.54 

5.9 

Valley  National 

12 

14 

23 

NM 

0.00 

0.00 

19.8 

-45 

71 

118 

437.6 

3.16 

-6.13 

NA 

1.40 

198.1 

Wells  Fargo 

12 

77 

46 

7 

3.60 

4.68 

51.8 

26 

67 

359 

51.2 

9.20 

10.87 

7.10 

12.06 

4.5 
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INVESTMENT  SCOREBOAF 


EARNINGS  PER  SHARE 

1990  ESTIMATES 


:OMPANY 


1969 

BOOK         P-E         1989  MARKET 
RECENT      VALUE       RATIO       DIVI-  SHRS  VALUE 

SHARE         PER  1989       DEND       YIELD        OUT,  CHANGE 

FY        PRICE       SHARE        EST        RATE         %  MILS 


INSTITUTIONAL 
HOLDINGS 


1989 

TURN- 
OVER 


FROM  ANALYSTS 


1989 

1988  ANALYST 
ACTUAL  EST 


BASED  ON 
5-YEAR  CON- 
TREND  SENSUS 


VARI- 
ATION 


:hemicals 


41 

21 

1 1 

1.36 

3.62 

54.4 

55 

258 

103.7 

4.28 

3.97 

5.30 

3.98 

12.5 

.  Mr  Products  &  Chemicals 

09 

43 

25 

1 1 

1.32 

2.91 

55.0 

10 

71 

363 

70.1 

3.90 

4.04* 

3.62 

4.24 

5.3 

\merican  Cyanamid 

12 

52 

24 

14 

1.35 

2.59 

89.7 

12 

62 

574 

96.9 

3.41 

3.65 

4.38 

4.22 

5.0 

Xrco  Chemical 

12 

36 

16 

8 

2.50 

7.04 

95.9 

22 

1 1 

172 

23.3 

5.00 

4.46 

NA 

3.85 

10.7 

\rislech  Chemical 

12 

22 

10 

9 

1.00 

4.57 

32.5 

7 

45 

116 

272.9 

4.41 

2.47 

4.68 

2.1 1 

13.3 

ietz  Laboratories 

12 

55 

13 

15 

1.88 

3.45 

15.4 

15 

79 

194 

79.8 

3.13 

3.53 

3.63 

3.85 

5.1 

labot 

09 

36 

19 

NM 

1,04 

2.92 

24.8 

-14 

66 

148 

47  5 

2.27 

-0.40* 

NA 

3.17 

9.5 

Sexter 

12 

23 

13 

12 

0.80 

3.56 

24.9 

1 

47 

104 

202.6 

1.61 

1.85 

2.00 

2.01 

2.4 

3ow  Chemical 

12 

66 

31 

7 

2.60 

3.95 

269.5 

10 

50 

928 

89.6 

8.55 

9.74 

19.53 

8.06 

9.9 

)u  Pont 

12 

117 

67 

1  1 

4.80 

4.12 

233.9 

29 

41 

838 

51.8 

9.11 

10.93 

12.00 

1 1.44 

6.9 

:ngelhard 

12 

21 

17 

14 

0.36 

2.65 

45.0 

23 

43 

170 

34.7 

1.42 

1.53 

1.71 

1.56 

9.5 

:thyl 

12 

26 

9 

14 

0.48 

1.83 

1 19.2 

20 

39 

289 

30.3 

1.91 

1.86 

2.51 

2.07 

6.9 

•erro 

1 2 

28 

1  4 

1 2 

0.64 

2.33 

20.5 

22 

49 

1 32 

292.4 

2.27 

2.27 

3.39 

2.44 

6.5 

-irst  Mississippi 

06 

16 

10 

20 

0.30 

1.89 

19.8 

-12 

48 

139 

104.4 

1.61 

0.81* 

1.17 

1.48 

28.7 

ffeeport-McMoRan 

12 

32 

15 

16 

1.50(c) 

4.76 

54.1 

-8 

73 

240 

100.9 

4.13 

2.02 

3.42 

2.34 

14.9 

Fuller  (H.  B.) 

1 1 

23 

19 

14 

0.58 

2.52 

9.5 

-13 

57 

73 

95.0 

2.20 

1 .60 

2.29 

2.05 

12.1 

i^eorQia  Gulf 

1 2 

45 

1 2 

1  00 

2  2 1 

23  2 

1  ] 

48 

1 69 

252  8 

6  75 

7  33 

1  3  49 

6  61 

1 0  2 

Soodrich  (B.  F.) 

12 

46 

44 

7 

2.00 

4.35 

25.3 

-1 1 

63 

235 

206.8 

7.99 

6.64 

8.32 

5.09 

22.1 

Srace  (W.  R.) 

12 

30 

18 

14 

1.40 

4.63 

85.2 

17 

59 

335 

102.3 

2.26 

2.21 

2.28 

2.54 

9.9 

Great  Lakes  Chemical 

1 2 

42 

1 5 

1 2 

0.40 

0.96 

33. 1 

43 

72 

24 1 

69.4 

2.97 

3.54 

4.16 

3.98 

5.7 

Honna  (M.  A.) 

12 

25 

18 

1 1 

0.50 

2.00 

27.7 

67 

51 

109 

53.1 

3.48 

2.24 

NA 

2.55 

22.8 

Hercules 

1 2 

43 

44 

13 

2.24 

5.27 

46.1 

-4 

72 

330 

60.5 

2.55 

3.33 

4.53 

3.86 

1 1.6 

Himont 

1  2 

50 

22 

15 

1 .60 

3.18 

64.8 

35 

NA 

NA 

29.3 

5.71 

3.45 

5.60 

2.74 

30.9 

06 

32 

29 

1 .08 

3.43 

26  3 

'29 

48 

1 32 

1 29  4 

5  27* 

4  02 

1 0  5 

Intl.  Minerals  &  Chemical 

06 

49 

43 

12 

1.00 

2.05 

20.2 

15 

66 

177 

142.2 

3.30 

4.20* 

1.24 

3.13 

6.7 

Loctite 

06 

43 

13 

14 

1.12 

2.60 

18.0 

32 

37 

115 

43.2 

2.32 

3.03* 

3.24 

3.43 

2.6 

Lubrizol 

12 

37 

18 

13 

1.44 

3.92 

37.4 

2 

67 

227 

93.8 

3.40 

2.74 

3.47 

3.17 

9.9 

Monsanto 

12 

117 

59 

12 

3.40 

2.92 

66.8 

38 

72 

622 

75.3 

8.27 

9.83 

9.94 

1 1.16 

6.8 

Naico  Chemical 

12 

45 

12 

15 

1.48 

3.33 

37.6 

23 

63 

239 

62.4 

2.70 

2.96 

3.06 

3.31 

3.2 

Olin 

12 

57 

30 

10 

2.00 

3.52 

20.2 

10 

53 

175 

66.0 

4.63 

3.90 

5.42 

6.43 

6.2 

Quantum  Chemical 

12 

34 

-6 

6 

0.00(c) 

0.00 

24.9 

-65 

49 

237 

167.9 

13.57 

6.18 

12.35 

5.71 

30.5 

Rexene 

12 

6 

5 

4 

1.00(c) 

16.67 

30.9 

-73 

16 

33 

64.3 

NA 

1.59 

NA 

0.75 

57.7 

Rohm  &  Haas 

12 

32 

19 

1 1 

1.20 

3.78 

66.6 

-8 

66 

218 

31.2 

3.46 

3.01 

3.58 

3.01 

10.5 

Schulman  (A.) 

08 

32 

12 

14 

0.40 

1.25 

13.4 

14 

59 

103 

32.7 

2.06 

2.30* 

2.94 

2.51 

7.3 

Union  Carbide 

12 

25 

15 

5 

1.00 

4.02 

140.0 

-1 

43 

386 

183.0 

4.88 

4.74 

5.64 

3.77 

17.3 

Vista  Chemical 

09 

40 

12 

5 

1.80 

4.47 

14.8 

-19 

NA 

NA 

21 1.3 

7.10 

8.56* 

NA 

6,94 

13.7 

Witco 

12 

38 

26 

1 1 

1.72 

4.33 

22.5 

9 

66 

134 

40.3 

3.05 

3.49 

3.38 

3.80 

6.7 

CONGLOMERATES 

INDUSTRY  AVERAGE 

48 

28 

IS 

1.19 

2.83 

1 14.1 

2 

49 

321 

58.4 

3.55 

3.94 

5.00 

4.39 

12.2 

AIco  Standard 

09 

34 

14 

13 

0.84 

2.51 

40.3 

2 

48 

202 

49.2 

2.12 

2.68* 

2.74 

2.73 

4.5 

Allied-Signal 

12 

36 

24 

1 1 

1.80 

4.97 

150.0 

13 

54 

473 

43.6 

3.10 

3.44 

2.73 

3.60 

7.5 

Figgie  International 

12 

83 

47 

9 

1.20(c) 

1.45 

6.3 

-23 

6 

30 

4.3 

9.03 

9.17 

1 1.20 

10-30 

6.0 

Fuqua  Industries 

12 

26 

19 

33 

0.32 

1.24 

21.5 

-13 

41 

120 

91.9 

3.42(b) 

0.79 

1.65 

1.80 

21.1 

General  Electric 

12 

62 

22 

14 

1.64 

2.65 

926.6 

42 

50 

1414 

33.9 

3.73 

4.33 

4.68 

4.89 

2.1 

General  Host 

01 

6 

8 

41 

0.30 

4.90 

19.1 

-36 

42 

68 

42.6 

-0.23 

0.15 

NA 

0.50 

57.2 

Greyhound 

12 

30 

26 

1  1 

1.32 

4.35 

39.5 

5 

36 

203 

143.7 

2.42 

2.73 

2.44 

2.94 

5.8 

Household  International 

12 

54 

31 

10 

2.14 

3.96 

35.2 

-4 

66 

261 

63.1 

4.78(b) 

5.50 

5.97 

6.26 

3.6 

Itel 

12 

22 

16 

25 

0.00 

0.00 

49.0 

19 

68 

124 

43.0 

0.44 

0.88 

NA 

1.49 

22.5 

ITT 

12 

60 

56 

10 

1.60 

2.68 

127.3 

13 

63 

639 

63.5 

3.99 

6.13 

10.39 

6.63 

4.0 

LTV 

12 

2 

-47 

1 

0.00 

0.00 

108.2 

-31 

6 

39 

24.9 

-8.97 

1.52 

NA 

1.08 

22.8 

National  Intergroup 

03 

16 

31 

12 

0.25 

1.61 

21.7 

-11 

45 

112 

120.1 

-0.64 

1.29 

NA 

1.67 

17.8 

Ogden 

12 

33 

1  1 

19 

1.25 

3.77 

39.8 

13 

48 

221 

68.1 

1.44 

1.71 

1.97 

2.01 

5.5 

Pall 

07 

33 

10 

22 

0.48 

1.44 

38.6 

21 

55 

226 

43.6 

1.55 

1.51* 

1.86 

1.88 

2.9 

Penn  Central 

12 

26 

27 

13 

0.40 

1.55 

69.0 

4 

79 

210 

39.9 

1.33 

1.72 

1.01 

1.92 

20.9 

Premark  International 

12 

30 

22 

12 

0.84 

2.78 

34.1 

-3 

65 

214 

52.8 

3.50 

2.53 

NA 

2.90 

7.9 

Rockwell  International 

09 

21 

16 

7 

0.78 

3.69 

251.8 

-5 

44 

333 

28.5 

3.04 

2.87* 

3.44 

2.54 

5.6 

Teledyne 

12 

339 

206 

13 

4.00 

1.18 

11.1 

1 

38 

227 

31.3 

34.03 

25.39 

24.71 

28.17 

13.7 

Tenneco 

12 

60 

23 

14 

3.04 

5.09 

127.0 

22 

54 

622 

53.4 

-0.18 

4.23 

2.57 

4.98 

8.6 

Textron 

12 

25 

28 

8 

1.00 

4.00 

88.9 

10 

52 

316 

48.4 

3.10 

2.98 

3.87 

3.16 

6.9 

TRW 

12 

46 

26 

1 1 

1.72 

3.75 

60.5 

1 1 

69 

350 

45.0 

4.29 

4,20 

4.87 

4.48 

6.7 

USX 

12 

35 

20 

12 

1.40 

4.06 

257.3 

17 

48 

614 

99.1 

2.62 

2.91 

1.82 

2.87 

21.3 

Whitman 

12 

29 

3 

15 

1.02 

3.36 

102.3 

-20 

47 

364 

98.5 

1.66 

1.91 

2.04 

2.25 

3.5 

CONSUMER  PRODUCTS 

INDUSTRY  AVERAGE 

34 

13 

15 

0.79 

2.25 

75.4 

29 

47 

230 

65.9 

2.07 

2.32 

2.86 

2.69 

13.4 

APPAREL 

GROUP  AVERAGE 

24 

12 

12 

0.53 

2.22 

38.0 

33 

51 

146 

79.2 

1.83 

2.17 

3.40 

2.56 

7.2 

Brown  Group 

01 

28 

19 

13 

1.60 

5.71 

17.5 

-10 

59 

133 

39.2 

1.74 

2.11 

1.86 

2.48 

20.8 

Crystal  Brands 

12 

34 

26 

11 

0.20 

0.59 

9.1 

33 

75 

96 

57.1 

1.63 

2.95 

5.88 

3.56 

3.3 

Fruit  of  the  Loom 

12 

13 

5 

12 

0.00 

0.00 

61.7 

108 

33 

104 

124.1 

1.19 

1.07 

NA 

1.31 

6.3 

Hortmarx 

1 1 

20 

18 

15 

1.20 

5.96 

19.5 

-13 

68 

176 

66.0 

2.03 

1.32 

1.40 

1.84 

13.3 

Kellwood 

04 

24 

17 

a 

0.80 

3.37 

1 1.7 

-10 

74 

113 

53.4 

2.80(b) 

2.88 

3.55 

3.23 

2.3 
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EARNINGS  PER  SHARE 


1990  ESTIMATES 


COMPANY 


RECENT 
SHARE 

BOOK 
VALUE 
PER 

P-E 
RATIO 
1989 

1989 
OIVI- 
DEND 

YIELD 

SHRS, 
OUT 

1989 

UiRkFT 
W1nnr\C  1 

VALUE 
CHANGE 

INSTITUTIONAL 
HOLDINGS 

TURN- 
OVER 

% 

1988 

1989 
ANALYST 

BASED  ON 
5-YEAR 

FROM  ANALYSTS 

VARl- 

CON-  ATION 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

% 

12 

10 

8 

7 

0.00 

0.00 

19.1 

1  1 

13 

39 

36.1 

1.17 

1.46 

1.30 

1.70 

6.8 

12 

25 

6 

14 

0.20 

0.80 

88.0 

45 

58 

307 

160.7 

1.26 

1.81 

2.36 

2.07 

3.1 

05 

59 

17 

10 

0.60 

1.02 

37.3 

123 

51 

228 

239.2 

4.45 

5.85 

12.34 

6.65 

6.0 

05 

12 

1 1 

10 

0.50 

4.04 

9.9 

17 

55 

29 

15.6 

0.99 

1.20 

1.31 

1.42 

8.1 

01 

16 

4 

9 

0.28 

1.72 

9.1 

15 

36 

60 

62.8 

1.36 

1.81 

1.88 

2.32 

8.6 

12 

17 

7 

12 

0.30 

1.73 

1 13.2 

42 

25 

183 

95.2 

1.20 

1.46 

4.11 

1.69 

3.8 

12 

23 

9 

15 

0.28 

1.20 

40.4 

45 

41 

125 

22.0 

1.36 

1.55 

1.90 

1.82 

2.2 

12 

33 

14 

12 

0.88 

2.67 

58.2 

-2 

78 

305 

57.8 

2.55 

2.75 

2.97 

3.22 

4.4 

Leslie  Fay 
Liz  Claiborne 
Nike 

Oxford  Industries 


Phillips-Van  Heusen 
Reebok  International 
Russell 
VF 


(b|  APPLIANCES  &  HOME  FURNISHINGS 


GROUP  AVERAGE 

24 

13 

13 

0.49 

1.89 

38.6 

19 

44 

145 

58.3 

1.66 

1.80 

2.02 

2.04 

32.8 

Armstrong  World  Industries 

12 

40 

17 

1 1 

1.06 

2.68 

46.3 

13 

64 

330 

107.0 

3.51 

3.54 

4.42 

3.58 

8.5 

Bassett  Furniture  Industries 

1 1 

36 

33 

15 

1.00 

2.78 

8.2 

-8 

33 

85 

25.1 

2.20 

2.34 

1.96 

2.52 

5.9 

Best  Buy 

03 

7 

7 

19 

0.00 

0.00 

8.3 

-15 

25 

26 

39.9 

0.25 

0.38 

0.33 

0.64 

25.7 

Circuit  City  Stores 

02 

23 

7 

13 

0.08 

0.36 

45.5 

28 

74 

191 

122.8 

1.53 

1.72 

2.48 

2.05 

5.8 

Emerson  Radio 

03 

6 

3 

12 

0.00 

0.00 

35.7 

45 

26 

46 

62.4 

0.26 

0.50 

0.41 

0.73 

4.9 

Highland  Superstores 

01 

5 

7 

NM 

0.00 

0.00 

18.3 

-32 

18 

23 

60.9 

0.40 

-0.49 

NA 

0.06 

388.5 

InterTan 

06 

59 

22 

14 

0.00 

0.00 

8.8 

69 

74 

92 

60.7 

2.49 

4.27* 

NA 

5.09 

5.3 

Kimball  International 

06 

21 

12 

13 

0.52 

2.45 

21.2 

31 

22 

50 

12.5 

1.68 

1.62* 

1.87 

1.90 

5.1 

La-Z-Boy  Chair 

04 

19 

1 1 

12 

0.56 

2.97 

17.8 

-1 

17 

40 

1 1.7 

1.54 

1.64 

1.76 

1.90 

NM 

Lancaster  Colony 

06 

24 

12 

13 

0.72 

2.97 

1 1.9 

27 

52 

63 

70.5 

1.72 

1.81* 

1.78 

2.04 

4.7 

Leggett  &  Piatt 

12 

31 

16 

12 

0.76 

2.42 

17.3 

34 

48 

102 

25.2 

2.21 

2.66 

3.00 

2.90 

5.4 

Masco 

12 

26 

12 

13 

0.52 

2.03 

156.5 

16 

49 

417 

50.9 

2.10 

2.01 

2,57 

2.30 

5.8 

Maytag 

12 

21 

9 

17 

0.95(c 

4.63 

107.4 

48 

33 

328 

94.9 

1.77 

1.21 

1.65 

1.43 

6.1 

Pier  1  Imports 

02 

1  1 

5 

14 

0.12 

1.10 

35.4 

10 

43 

107 

76.1 

0.70 

0.79 

0.77 

0.98 

7.5 

Toro 

07 

22 

10 

1 1 

0.48 

2.17 

9.9 

14 

41 

54 

55.9 

1.84 

2.10* 

2.82 

1.67 

4.5 

Whirlpool 

12 

30 

20 

1 1 

1.10 

3.73 

69.4 

19 

84 

368 

56.0 

2.33 

2.64 

2.50 

2.84 

8.0 

|c)  BEVERAGES 


GROUP  AVERAGE 

46 

IS 

22 

0.84 

1.72 

165.2 

29 

46 

428 

45.3 

2.40 

2.48 

3.10 

2.83 

9.8 

Anheuser-Busch 

12 

37 

1 1 

13 

0.88 

2.41 

282.8 

16 

53 

654 

49,1 

2.45 

2.71 

3.29 

2  99 

3.8 

Brown-Forman 

04 

82 

19 

16 

1.68 

2.06 

28.0 

42 

42 

160 

19,2 

5,15 

5.24 

6.32 

5.95 

1.5 

Coca-Cola 

12 

77 

8 

23 

1.36 

1.76 

345.9 

69 

56 

770 

41,5 

2.85 

3.41 

3.96 

3.93 

2.0 

Coco-Cola  Enterprises 

12 

16 

12 

38 

0.05 

0.32 

130.2 

3 

40 

169 

37,7 

1,03 

0.41 

0.69 

0.61 

14.6 

Coors  (Adolph) 

12 

21 

29 

23 

0.50 

2.34 

36.7 

7 

28 

122 

66,5 

1,28 

0.91 

1.03 

0.91 

22.8 

General  Cinema 

10 

27 

9 

21 

0.44 

1.61 

69.3 

8 

44 

222 

45,6 

1,12 

1.33 

1.33 

1.46 

21.5 

PepsiCo 

12 

64 

14 

19 

1.00 

1.57 

263.2 

61 

58 

899 

57,7 

2,90 

3.38 

5.04 

3.97 

2.3 

(d|  PERSONAL  CARE 

GROUP  AVERAGE 

46 

12 

17 

1.13 

2.41 

56.5 

40 

48 

244 

80.8 

2.41 

2.76 

2.97 

3.20 

4.3 

Alberto-Culver 

09 

45 

12 

20 

0.36 

0.80 

13,1 

23 

17 

81 

16,1 

1,99 

2.25* 

3.66 

2.64 

0.7 

Avon  Products 

12 

36 

4 

18 

1.00 

2.77 

56,1 

93 

46 

250 

265,4 

1,66 

1.99 

2.13 

2.50 

9.0 

Chemed 

12 

38 

12 

15 

1.84 

4.91 

10,2 

26 

69 

98 

31,1 

2, 15(b) 

2.48 

2.23 

2.72 

7.3 

Clorox 

06 

42 

14 

16 

1.24 

2.95 

55,4 

36 

62 

296 

42,3 

2,46 

2.63* 

2.92 

2.90 

3.0 

Colgate-Palmolive 

12 

62 

1 1 

16 

1.80 

2.92 

69,0 

31 

52 

451 

71,2 

2,22 

3.90 

1.17 

4.44 

2.9 

Ecolab 

12 

28 

15 

19 

0.66 

2.35 

27,5 

7 

65 

163 

93,2 

1,63 

1.52 

1.66 

2.01 

8.6 

Gillette 

12 

49 

0 

18 

0.96 

1.96 

96,7 

47 

50 

445 

103.5 

2.45 

2.77 

2.78 

3.28 

4.3 

Helene  Curtis  Industries 

02 

33 

14 

17 

0.20 

0.61 

9,6 

70 

44 

52 

30.5 

1,72 

1.97 

3.12 

2.27 

2.5 

Intl.  Flavors  &  Fragrances 

12 

69 

18 

18 

1.92 

2.78 

38.0 

40 

50 

296 

64.3 

3,40 

3.74 

4.42 

4.18 

1.7 

NCH 

04 

52 

22 

1 1 

0.88 

1.69 

8.4 

18 

33 

59 

28,9 

4,06 

4.65 

6.14 

5.23 

6.1 

Noxell 

12 

35 

7 

26 

0.50 

1.42 

40.5 

83 

31 

161 

88,3 

1,26 

1.36 

1.60 

1.52 

2.2 

Procter  &  Gamble 

06 

65 

18 

18 

1.80 

2.78 

324.4 

43 

43 

727 

52.8 

2,98 

3.56* 

2.65 

4.17 

2.4 

Stanhome 

12 

25 

8 

1 1 

0,68 

2.69 

19,4 

33 

51 

105 

108.5 

1,97 

2.21 

2.95 

2,52 

2.5 

Tambrands 

12 

64 

16 

18 

2.04 

3.18 

22,4 

9 

63 

236 

135  0 

3,83 

3.57 

4.19 

4,46 

6.4 

(e|  TOBACCO 

GROUP  AVERAGE 

36 

IS 

13 

1.27 

3.48 

193.7 

23 

47 

374 

46.2 

2.52 

2.87 

3.20 

3.31 

3.7 

American  Brands 

12 

73 

28 

12 

2,72 

3,74 

94,2 

12 

47 

495 

65.5 

5,44 

6.23 

6.57 

7,08 

4.1 

Dibrell  Brothers 

06 

24 

1 1 

1 1 

0.68 

2.79 

6,6 

37 

34 

34 

36.4 

1,89 

2.21* 

2.29 

2,40 

2.1 

Philip  Morris 

12 

42 

9 

14 

1.38 

3,24 

926,5 

67 

65 

1211 

74.4 

2,22 

2.99 

3.68 

3.62 

1.9 

Standard  Commercial 

03 

13 

17 

15 

0.52 

3,89 

8.2 

-23 

31 

32 

9.9 

0,63 

0.91 

0.82 

1.33 

8.0 

Universal 

06 

36 

23 

1 1 

1.40 

3,93 

16.9 

8 

56 

137 

38.8 

3,56 

3.19* 

3.87 

3.49 

2.5 

UST 

12 

28 

4 

17 

0.92 

3,29 

1 10,0 

37 

51 

335 

52.5 

1,41 

1.66 

1.95 

1.96 

3.6 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  AVERAGE 

36 

18 

1  1 

0.81 

2.16 

27.7 

23 

41 

152 

76.2 

3.51 

3.50 

6.11 

3.52 

12.6 

la)  CLASS,METAL&  Pl«r>TIC 

GROUP  AVERAGE 

34 

IS 

IS 

0.46 

I.S3 

17.3 

49 

46 

127 

104.9 

1.51 

1.69 

2.90 

2.42 

12.4 

Anchor  Glass  Contoin  - » 

12 

21 

4 

NAA 

0.08 

0.38 

13,9 

115 

NA 

NA 

228.6 

-0,61 

-1.06 

NA 

0.53 

29.6 

Ball 

12 

31 

15 

17 

1.12 

3.67 

23,3 

8 

54 

121 

36.6 

1,40 

1.82 

1.69 

2.31 

9.4 

Constar  International 

12 

31 

15 

13 

0.64 

2.06 

6,0 

61 

49 

65 

95.9 

1,88 

2.42 

2.56 

2.73 

5.4 

Crown  Cork  &  Seal 

12 

54 

24 

15 

0.00 

0.00 

26,1 

12 

35 

195 

58.6 

3.37 

3.57 

4.47 

4.12 

5.1 

lb)  PAPER 

GROUP  AVERAGE 

37 

20 

9 

0.97 

2.44 

32.3 

12 

39 

160 

63.5 

4.40 

4.31 

7.32 

4.01 

12.8 

Bemis 

12 

33 

10 

18 

0.60 

1.80 

25,7 

47 

40 

130 

23.3 

1,48 

1.83 

2.22 

2.12 

4.3 

Federal  Paper  Board 

12 

24 

16 

5 

1.00 

4.17 

39,9 

21 

67 

228 

107.9 

3,51 

4.88 

6.39 

4.12 

17.2 

Gaylord  Container 

19 

8 

1 1 

3 

0.00 

0.00 

15,3 

-44 

17 

39 

37.8 

3,06 

2.48* 

NA 

1.38 

12.9 
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liWESTIIiEllf^aOTEgglf^SegBlBgiKBIP 


EARNINGS  PER  SHARE 


1990  ESTIMATES 


RECENT 
SHARE 

BOOK 
PER 

P-E 
1989 

1989 
DEND 

YIELD 

SHRS 
OUT 

1989 
MARKET 

CHANGE 

INSTITUTIONAL 
HOLDINGS 

1989 

OVER 

1988 

1989 
ANALYST 

DnOCL'  '^l^ 

5-YEAR 

FROM  ANALYSTS 

VARI- 

CON-  ATION 

COMPANY 

FY 

PRICE 

SHARE 

EST, 

HATE 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

efferson  Smurfit 

12 

43 

10 

12 

0.83(c) 

1.94 

38.6 

50 

11 

68 

66.8 

3.72 

3.74 

7.12 

3.40 

23.9 

ongview  Fibre 

10 

68 

35 

1 1 

2.40(c) 

3.52 

11.0 

-5 

23 

109 

81.8 

8.71 

6.29 

11. 67 

6.08 

8.5 

•otiatch 

12 

34 

23 

7 

1.20 

3.57 

28.8 

16 

47 

189 

30.5 

4.04 

4.53 

6.69 

4.47 

13.8 

ionoco  Products 

12 

37 

1 1 

15 

0.84 

2.30 

43.9 

7 

25 

141 

37.2 

2.20 

2.44 

2.88 

2.76 

3.6 

itone  Container 

12 

25 

20 

5 

0.72 

2.92 

60.0 

-23 

48 

265 

122.3 

5.69 

4.81 

12.40 

3.76 

16.9 

emple-lnland 

12 

66 

43 

9 

1.16 

1.76 

27.4 

38 

69 

269 

63.5 

7.15 

7.75 

9.17 

8.01 

13.9 

9ISCOUNT  &  FASHION  RETAILING 

NDUSTRY  AVERAGE 

27 

11 

26 

0.50 

1.52 

68.9 

22 

44 

211 

78.« 

1.70 

1.95 

2.38 

2.32 

10.7 

^mes  Department  Stores 
tiair 

01 
12 

13 
29 

12 
12 

13 
9 

0.10 
2.15(c) 

0.80 
7.41 

37.5 
9.1 

-1 1 
-29 

71 
40 

126 
58 

102.6 
19.8 

1.20 
3.71 

0.94 
3.08 

0.97 
3.74 

1.53 
3.40 

18.5 
5.9 

'arter  Hawley  Hale  Stores 
Charming  Shoppes 

07 
01 

8 

1 1 

-9 
5 

24 
12 

0.00 
0.12 

0.00 
1.10 

23.1 
50.0 

-1 
-26 

31 
56 

90 
166 

54.8 
154.2 

0.33 
0.76 

0.34* 
0.94 

0.23 
1.14 

0.74 
1.15 

16.7 
10.2 

:hiid  World 

01 

1 5 

17 

1 1 

0.00 

0.00 

1  1 .4 

3 

18 

19 

1 1.6 

1.10 

1.38 

1 .41 

1 .58 

20.2 

lonsolidotGcl  Stores 

01 

4 

3 

9 

0.00 

0.00 

45.5 

-38 

39 

89 

90.5 

0.50 

0.45 

0.50 

0.57 

18.0 

Costco  WHoIgsqIg 

08 

32 

5 

32 

0.00 

0.00 

24.9 

100 

62 

108 

1 48. 1 

0.46 

0.97* 

1 .70 

1 .36 

6.5 

)ayton  Hudson 

01 

63 

25 

13 

1.12 

1.79 

77.7 

49 

76 

450 

87.1 

3.45 

4.88 

4.31 

5.62 

6.1 

^nllnr  ^An^rnl 

01 
01 

67 
]  ] 

25 

1 6 
1 4 

0.20 
0  20 

0  30 

1  90 

33  0 
1 8  3 

62 
]  7 

38 
2 1 

2 1 4 
55 

37  3 
89  5 

3  53 
0  55 

4  2 1 
0  77 

4  82 
0  43 

4  92 
1  04 

3  0 
7  9 

idison  Brothers  Stores 

01 

68 

21 

12 

1.80 

2.64 

10.1 

113 

44 

94 

53.0 

3.64 

5.49 

5.36 

6.27 

7.0 

*aniily  Dollar  Stores 

08 

10 

6 

13 

0.36 

3.51 

27.7 

-25 

42 

76 

55.5 

0.98 

0.78* 

0.86 

0.97 

1 1.1 

^ap 

<7enesco 

n  1 

U  1 

J/ 

0 

1  Q 
1  o 

u.  /  0 

35.3 

25 

39 

1 96 

88.6 

2.05 

2.84 

4.90 

3.41 

1 0. 5 

01 

g 

1 0 

0  00 

0  00 

22  6 

O  J 

oo 

1  uo 

OJ.  1 

n  7A 
u.  /  0 

U.J  J 

u.y  J 

J.J 

Hechinger 

01 

1 2 

]  ] 

0  16 

1  .Jo 

OA 

OA 
rO 

7A  7 
/  O./ 

1 

1  no 
1  .uy 

1  AO 

1 

1  T7 

I.J/ 

1  J./ 

Hills  Department  Stores 

01 

7 

-1 

12 

0.00 

0.00 

1 9.2 

-15 

23 

37 

17.6 

0.41 

0.58 

NA 

0.83 

19.0 

Home  Depot 

01 

37 

6 

27 

0. 1 2 

0.33 

76.2 

78 

69 

309 

63.2 

1 .00 

1 .34 

2. 1 7 

1 .70 

3.9 

Home  Shopping  Network 

08 

7 

2 

NM 

0.00 

0.00 

89.5 

47 

8 

39 

32.9 

0,21 

-0.25* 

NA 

0.28 

64.3 

lamesway 

0 1 

7 

9 

1 2 

0.08 

1 .08 

1 3.9 

-1 4 

39 

49 

1 09.4 

0,69 

0.60 

0.58 

0.81 

1 3.7 

K.  mart 

0 1 

36 

25 

9 

1  64 

4  60 

1 99  8 

2 

7^ 

74 1 

79  0 

4  00 

3  82 

4  51 

4  17 

5  7 

ICay  Jewelers 
Lands*  End 

1 2 

1 5 

4 

1  4 

0.40 

2.74 

12.3 

1 7 

20 

35 

75.5 

0.88 

1 .05 

1.18 

1 .30 

9- 1 

0 1 

27 

5 

1 8 

0.20 

0.73 

20.0 

—2 

2 1 

79 

68.9 

1 .61 

1 .56 

NA 

1 .98 

6.9 

Limited 

0 1 

33 

6 

1 7 

0.32 

0.98 

1  79.6 

20 

42 

389 

53.3 

1 .36 

1 .90 

2.45 

2-38 

5.3 

1'°'*^^^  1  Tci  

0 1 

30 

]  7 

1 5 

0  48 

1  60 

37  2 

43 

48 

1 64 

37  5 

1  83 

1  99 

1  84 

2  27 

4.  J 

Way  Department  Stores 

0 1 

47 

1 9 

1 2 

1 .42 

3.0 1 

138.4 

2 1 

58 

560 

42. 1 

3.42 

3.79 

3.94 

4.35 

4.8 

Wei  ville 

46 

1  3 

1 .30 

2.84 

1 09.5 

24 

75 

495 

45, 1 

3.26 

3.55 

4- 1 2 

4.01 

2.9 

Mercantile  Stores 

01 

39 

27 

10 

0.92 

2.37 

36.8 

-9 

37 

191 

26,9 

3.92 

3.98 

4-72 

4.33 

5.2 

Meyer  (Fred) 

01 

18 

12 

1 1 

0.00 

0.00 

22.5 

9 

23 

49 

38.7 

1.50 

1.54 

1-76 

1.84 

7.1 

Neiman-Marcus  Group 

07 

16 

-1 

546 

0.20 

1.22 

32.7 

-2 

27 

83 

24.6 

-0.22 

0.03* 

NA 

0.08 

58.4 

Nordstrom 

01 

38 

8 

22 

0.28 

0.75 

81.5 

24 

37 

257 

62.3 

1.51 

1.74 

2-33 

2.1 1 

5.0 

Pace  Membership  Warehouse 
Penney  (J.  C.) 

01 
01 

22 
67 

9 
27 

24 
1 1 

0.00(c) 
2.24 

0.00 
3.36 

13.2 
121.0 

110 
25 

NA 
60 

NA 
578 

234.9 
49.5 

0.65 
6.02 

0.92 
6.07 

1.83 
7.50 

1.21 
6.74 

8.7 
4.4 

Petrie  Stores 

01 

23 

13 

29 

0.20 

0.86 

46.8 

40  • 

23 

116 

39.0 

0.75 

0.81 

0-67 

1.06 

6.3 

Pic'N'  Save 

12 

12 

6 

10 

0.00 

0.00 

36.0 

-1 

73 

152 

148.0 

1.24 

1-26 

1.43 

1.48 

9.5 

Price 

08 

47 

1 1 

20 

0.00(c) 

0.00 

49.8 

26 

57 

226 

138.8 

1.93 

2.36* 

3.16 

2.68 

3.4 

Rose's  Stores 

01 

6 

10 

10 

0.21(c) 

3.43 

19.7 

-19 

15 

29 

26.0 

0.81 

0.59 

0.59 

0.69 

22.0 

Ross  Stores 

01 

16 

4 

12 

0.00 

0.00 

22.8 

33 

48 

75 

153.9 

0.97 

1.35 

1.55 

1.68 

0.0 

Sears,  Roebuck 

12 

39 

38 

9 

2.00 

5.16 

345.8 

-12 

51 

755 

49.8 

2.72 

4.1 1 

3.51 

4.90 

6.0 

Service  Merchandise 

12 

9 

8 

7 

0.06(c) 

0.69 

50.5 

-26 

65 

135 

170.7 

1.51 

1.34 

1-48 

1.32 

17.6 

Spiegel 

12 

20 

7 

14 

0.38(c) 

l'.87 

51.9 

123 

8 

49 

27.3 

1.18 

1.41 

0.12 

1.65  . 

5.9 

Strawbridge  &  Clothier 

01 

37 

25 

1  1 

1.10(d) 

2.99 

8.4 

22 

29 

61 

33.6 

3.23 

3.33 

3.56 

3.53 

3.0 

TJX 

01 

15 

5 

12 

0.40(c) 

2.60 

69.7 

-25 

70 

256 

117.5 

0.98 

1.29 

1.21 

1.52 

4.9 

Toys  'R'  Us 

01 

37 

7 

22 

0.00 

0.00 

190.9 

47 

69 

519 

64.1 

1.36 

1.66 

2.06 

2.05 

2.8 

U.  S.  Shoe 

01 

20 

12 

13 

0.46 

2.26 

44.7 

-17 

81 

150 

144.5 

0.29 

1.55 

0.61 

2.15 

21.7 

Wal-Mart  Stores 

01 

44 

6 

24 

0.22 

0.50 

565.9 

39 

33 

687 

25.7 

1.48 

1.85 

2.52 

2.29 

3.0 

Wholesale  Club 

01 

13 

6 

19 

0.00 

0.00 

5.6 

111 

42 

36 

222.1 

0.61 

0.68 

NA 

1.00 

4.2 

Woolworth 

01 

61 

30 

12 

1.88 

3.09 

64.4 

18 

59 

447 

1 17.2 

4.47 

4-96 

6.05 

5.60 

2.2 

ELECTRICAL  &  ELECTRONICS 

INDUSTRY  AVERAGE 

34 

20 

14 

0.74 

1.89 

52.8 

5 

61 

258 

82.0 

1.43 

2.29 

3.02 

2.76 

15.6 

ELECTRICAL  PRODUCTS 

GROUP  AVERAGE 

37 

16 

15 

1.09 

2.77 

75.5 

22 

53 

316 

43.8 

2.71 

2.63 

3.14 

3.06 

6.6 

Ametek 

12 

14 

4 

14 

0.64 

4.74 

44.2 

4 

-1  

47 

154 

34.0 

0.80 

0.98 

0.89 

1.19 

7.9 

Cooper  Industries 

12 

37 

18 

15 

1.00 

2.69 

108.6 

47 

60 

430 

46.2 

2.21 

2.49 

2.97 

2.81 

3.0 

Emerson  Electric 

09 

38 

13 

14 

1.26 

3.35 

222.7 

23 

64 

685 

36.0 

2.31 

2.63* 

2.73 

2.86 

1.7 

Hubbell 

12 

43 

16 

15 

1.36 

3.17 

26.8 

25 

43 

177 

14.0 

2.60(b) 

2.91 

3.34 

3.16 

2.2 

MagneTek 

National  Service  Industries 

06 
08 

10 
28 

4 

12 

10 
15 

0.00 
0.84 

0.00 
3.01 

22,8 
49.3 

NA 
30 

23 
49 

35 
180 

NA 

22.7 

0.93 
1.75 

0.97* 
1.92* 

1.81 
2.05 

1.50 
2.09 

8.8 
1.1 

Raychem 

06 

31 

21 

30 

0.32 

1.02 

35.2 

-10 

73 

231 

88.0 

3.69 

1.04* 

2.24 

1.76 

29.2 

Square  D 

12 

54 

25 

12 

2.00 

3.70 

25.1 

10 

70 

258 

59.8 

4.44 

4.44 

4.59 

5.25 

2.8 

Westinghouse  Electric 

12 

75 

28 

12 

2.40 

3.22 

145.3 

43 

52 

694 

50.2 

5.66 

6.30 

7.63 

6.90 

2.4 

ELECTRONICS 

GROUP  AVERAGE 

43 

25 

11 

0.72 

1.61 

45.5 

7 

63 

308 

109.6 

3.37 

3.98 

4.38 

4.32 

14.6 

E-Systems 
General  Instrument 

12 
02 

33 
38 

17 
16 

12 
13 

0.50 
0.50 

1.53 
1.31 

31.0 

27.3 

12 
17 

51 
61 

194 

200 

57.1 
317.6 

2.40 
2.55 

2.68 
2.89 

2.63 
6.12 

3.07 
3.28 

2.2 
8.1 

Harris 

06 

34 

24 

1 1 

0.96 

2.36 

38-7 

25 

69 

264 

64.4 

1.63 

3.00* 

2.34 

3.23 

5.5 
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EARNINGS  PER  SHARE 


r 

1990  ESTIMATES 

1989 

FROM  ANALYSTS 

RECENT 

BOOK 
VALUE 

P-E 
RATIO 

1989 
DIVI- 

SHRS 

MARKET 
VALUE 

INSTITUTIONAL 

1989 
TURN- 

1989 

BASED  ON 

VARI- 

COMPANY 

SHARE 

PER 

1989 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1988 

ANALYST 

5-YEAR 

CON- 

ATION ' 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

% 

Litton  Industries 

07 

76 

52 

1  1 

0.00 

0.00 

24.3 

3 

71 

1 82  ' 

57.5 

6.33 

7.05* 

5.90 

7.53 

2.6 

Loral 

03 

31 

21 

10 

0.80 

2.56 

25.5 

-3 

66 

225 

71.5 

2.32(b) 

3.26 

3.41 

3.67 

4.8 

Motorola 

12 

59 

28 

15 

0.76 

1.29 

129.9 

41 

68 

718 

101.6 

3.43 

3.91 

4.12 

4.54 

9.0 

Raytheon 

12 

66 

36 

8 

2.20 

3.36 

66.2 

-3 

65 

576 

50.1 

7.35 

8.05 

9.45 

8.75 

1.8 

SCI  Systems 

06 

9 

8 

9 

0.00 

0.00 

20.9 

-40 

52 

108 

157.0 

0.91 

1.00* 

1.08 

0.48 

82.9 

(c)  INSTRUMENTS 

GROUP  AVERAGE 

33 

25 

16 

0.82 

2.35 

27.8 

-12 

68 

195 

82.6 

-1.48 

1.44 

1 .75 

2.1 1 

18.1 

■  OX  U  ViU 

1 2 

22 

1 6 

1 8 

0.40 

1 .85 

1 2.3 

-30 

76 

76 

26.4 

0.80 

1 .22 

1.43 

1.90 

26.5 

General  Signal 

12 

48 

25 

12 

1.80 

3.72 

19.1 

2 

71 

219 

65.5 

0.91 

4.14 

1.99 

4  90 

O.  o 

Henley  Group 

12 

58 

77 

NM 

0.00 

0.00 

18.9 

-43 

68 

121 

113.7 

-14.76 

-6.11 

NA 

-4.88 

64.5 

Honeywell 

12 

80 

41 

12 

2.75 

3.44 

43.2 

34 

59 

409 

163.2 

-10.22 

6.54 

3.80 

8,25 

9.7 

Imo  Industries 

12 

16 

17 

8 

0.44 

2.79 

18.3 

-18 

59 

117 

63.2 

1.78 

1.87 

NA 

2.39 

3.4 

Johnson  Controls 

09 

31 

25 

12 

1.16 

3.79 

36.8 

-16 

49 

219 

94.6 

2.83 

2.55* 

2.65 

3.01 

9.1 

illmArA 
iVt  II 1  IfJQft; 

1 2 

29 

1  4 

1 5 

0.40 

1 .39 

27.9 

-17 

72 

252 

89.2 

1 .96 

1 .93 

2.37 

2.17 

5.6 

Perkin-Elmer 

07 

23 

14 

21 

0.68 

2.96 

43.4 

-6 

70 

265 

96.9 

1.35 

1 .08* 

1.10 

1.24 

15.0  ' 

Tektronix 

05 

17 

17 

22 

0.60 

3.58 

28.9 

-17 

75 

152 

52.3 

0.66 

0.76 

0.53 

1.55 

8.8 

Teradyne 

12 

1  1 

10 

23 

0.00 

0.00 

29.2 

-9 

81 

123 

61 .3 

-0. 1 1 

0.46 

0.11 

0.54 

32.5 

(dISEMICONDUaORS 

GROUP  AVERAGE 

25 

14 

14 

0.39 

0.97 

62.1 

9 

60 

230 

89.3 

1.62 

1.56 

2.75 

1  Ofl 

1  •ve 

Advanced  Micro  Devices 

1 2 

8 

8 

1 7 

0.00 

0.00 

81.2 

-12 

47 

193 

82.6 

0. 1 1 

0.44 

NA 

0.61 

26.6 

AKAP 

1  0 

1  on 

0  PR 

1 06  5 

_7 

75 

536 

55  4 

2  96 

2  74 

3.39 

3.02 

6.6 

Analog  Devices 

10 

9 

8 

15 

0.00 

0.00 

48.1 

-27 

59 

1  1 1 

58.3 

0.80 

0.58* 

0.53 

0  78 

9  3 

AVX 

12 

29 

16 

16 

0.24 

0.82 

13.3 

75 

79 

100 

121.5 

2.07 

1.87 

1 .84 

2.38 

1.2  1 

Intel 

12 

35 

13 

17 

0.00 

0.00 

182.4 

48 

73 

563 

196.1 

2.51 

2.04 

4.30 

2.68 

14.0  P 

LPL  Technologies 

12 

16 

5 

9 

0.00 

0.00 

7.5 

101 

13 

17 

90.8 

0.89 

1.73 

NA 

2.24 

10.6  {) 

^Aolex 

06 

35 

1 7 

1 5 

0.03 

0.09 

25.2 

-1 1 

38 

121 

68.5 

2.34 

2.28* 

2.55 

2.56 

5.7  I 

National  Semiconductor 

05 

7 

8 

NM 

0.00 

0.00 

102.5 

-26 

52 

203 

102.9 

-2.09 

-0.20 

NA 

0.35 

83.5  p 

Sprague  Technologies 

12 

7 

16 

NM 

0.05 

0.68 

18.2 

-36 

77 

65 

29.3 

0.72 

-0.86 

NA 

0.48 

51.9  t 

Texas  Instruments 

12 

36 

24 

1  1 

0.72 

1 .99 

81.4 

-1 1 

82 

413 

136.7 

4.05 

3.37 

3.02 

3.23 

18.6  (1 

Thomn^  &  B«>tt<: 

1 2 

48 

1 9 

1  5 

2.00 

4. 18 

17.0 

2 

64 

209 

39.6 

3.46 

3.16 

3.59 

3.39 

6.2  b 

10  FOOD 

L 

INDUSTRY  AVERAGE 

33 

1  1 

26 

0.67 

1.88 

58.7 

27 

40 

175 

47.1 

1.68 

1 .91 

2.38 

2.35 

9.2 

(o|  FOOD  DISTRIBUTION 

GROUP  AVERAGE 

26 

14 

15 

0.61 

2.31 

30.2 

9 

51 

136 

47.2 

1.69 

1.71 

2.08 

2.12 

6.1 

rinevest  Foods 

1 2 

8 

6 

NM 

0. 1 2 

1 .55 

1 0.6 

-7 

29 

33 

— IT  

38.6 

0.36 

—0. 1 7 

NA 

0.52 

14.0 

Fleming 

1 2 

3 1 

23 

1 2 

1 .00 

3.25 

29.4 

-1 1 

67 

200 

96.7 

2.43 

2.6 1 

2.18 

3  07 

4.2 

in icrrnuTionai  iviuiiiiooaa 

02 

29 

23 

1  4 

1  1 8 

4  05 

12  9 

5 

62 

78 

42.3 

2.49 

2.09 

2.38 

2.64 

12.5  1 

Nash  Finch 

12 

25 

14 

17 

0.68 

2.73 

10.9 

1 

28 

43 

38.3 

1.67 

1.45 

1.80 

1.87 

8.2  : 

Rykoff-Sexton 

04 

23 

15 

12 

0.60 

2.57 

11.8 

-7 

61 

8 1 

57.0 

1.75 

1.94 

2.00 

2.29 

6.3 

Super  Food  Services 

08 

30 

15 

14 

0.48 

1.60 

7.1 

14 

62 

69 

28.2 

2.02 

2.21* 

2.64 

2.49 

2.3  S 

Super  Valu  Stores 

02 

26 

1 1 

13 

0.60(c) 

2.29 

75.0 

7 

61 

311 

39.0 

1.81 

1.99 

2.20 

2.30 

3.0  i; 

Sysco 

06 

31 

7 

26 

0.20 

0.64 

90.9 

62 

55 

309 

44.3 

0.90 

1.19* 

1.25 

1.44 

1.4  1 

V^etterau 

03 

28 

10 

14 

0.60 

2.1 1 

23.7 

20 

34 

102 

40.5 

1.82 

2.09 

2.21 

2.43 

2.7  1. 

lb)  FOOD  PROCESSING 

1 

GROUP  AVERAGE 

39 

II 

33 

0.84 

2.05 

71.7 

34 

40 

230 

44.8 

1.97 

2.31 

2.72 

2.79 

Archer  Daniels  Midland 

06 

21 

1 1 

14 

0.07(c) 

0.33 

281 . 1 

62 

53 

443 

65.7 

1 .24 

1 .51  * 

2.00 

1.77 

4.7 

Borden 

1 2 

33 

1 3 

1 4 

0.96 

2.92 

1 48. 1 

1 1 

49 

475 

oil 
/.  1  1 

/.o/ 

2.78 

2.68 

2.7 

Compbell  Soup 

07 

50 

14 

500 

0.92 

1.84 

129.6 

59 

87 

312 

40.2 

1.87 

0.10* 

0.29 

2.58 

3.5 

Castle  &  Cooke 

12 

35 

13 

20 

0.00 

0.00 

59.2 

23 

52 

176 

46.0 

2.05 

1.71 

2.17 

2.01 

13.2 


ConAgra 

05 

26 

8 

1 4 

0.60 

2.28 

1 20.0 

36 

42 

280 

47.6 

1 .63 

1 .89 

2.17 

2.15 

4.6 

mTernaTionai 

1 2 

70 

1 6 

1 6 

1 .80 

2.58 

77.7 

33 

59 

507 

'>o  o 

Dr.Z 

3  68 

4  23 

5.68 

4.81 

1.5 

Curtice-Burns  Foods 

06 

37 

17 

14 

0.88 

2.38 

5.6 

41 

25 

40 

28.5 

2.60 

2.67* 

2.68 

2-97 

2.8 

Dean  Foods 

05 

33 

1  1 

1  4 

0.66 

2.00 

27.1 

13 

31 

116 

23.6 

2.28 

2.33 

2.61 

2.68 

3.3 

Flowers  Industries 

06 

1 8 

6 

2 1 

0.58 

3.18 

34.5 

-5 

36 

99 

43. 1 

1.18 

0.85* 

1.09 

1.13 

9.0 

General  Mills 

05 

75 

9 

1 7 

2.20 

2.95 

82.4 

44 

58 

515 

45.9 

3.85 

6.09 

5.11 

1.6 

Oerber  Products 

03 

48 

9 

18 

0.96 

1.99 

37.7 

56 

58 

250 

78.6 

2.17 

2.70 

2.64 

3  15 

3.0 

Heinz  (H.  J.) 

04 

33 

7 

18 

0.84 

2.52 

255.0 

42 

54 

512 

35.0 

1.67 

1 .87 

2.16 

2.1 1 

3.0 

nershey  roods 

12 

35 

12 

18 

0.78 

2.26 

90.2 

33 

25 

282 

44.4 

1 .60 

1 .93 

2.08 

2.22 

3.5 

normei  i.ijeo.  a.^ 

1 0 

33 

1 2 

1 8 

0.44 

1 .32 

38.4 

52 

20 

66 

1 6.5 

1 .57 

1 .83* 

2.12 

2.07 

4.8 

Hudson  ^oods 

09 

1 2 

8 

7 

0. 1 2 

1  04 

1 3.0 

8 

9 

25 

42.8 

0.30 

1.70* 

0.89 

1.41 

36.4 

IBP 

1 2 

17 

10 

20 

0.60 

3.58 

47.3 

7 

37 

111 

45.5 

1.32 

0.86 

NA 

1.35 

14.3 

Kellogg 

12 

71 

13 

18 

1.72 

2.42 

121.9 

10 

70 

418 

28.5 

3.90 

4.06 

5.26 

4.65 

3.4 

Lance 

1 2 

23 

7 

16 

0.76 

3.30 

31.6 

1 7 

34 

75 

19.8 

1 .23 

1 .40 

1.48 

1.56 

3.1 

^AcCormick 

1 1 

50 

1 6 

20 

0.72 

1 .44 

20.8 

65 

52 

109 

92.4 

1.53 

2.49 

1.84 

3.01 

3.8 

Pilgrim^s  Pride 

09 

g 

4 

8 

0.06 

0.79 

22.6 

27 

7 

16 

25.2 

-0.34 

0.90* 

NA 

1.18 

9.0 

Pioneer  Hi-Brec?  intl. 

08 

42 

21 

16 

1.16 

2.78 

31.8 

24 

52 

132 

43. 1 

1 .94 

2.58* 

2.06 

3.22 

8.4 

Quaker  Oats 

06 

61 

14 

24 

1 .40 

2.31 

78.8 

13 

48 

444 

60.4 

3.20 

2.56* 

3.30 

4.20 

3.6 

Ralston  Purina 

09 

81 

6 

15 

1 .65 

2.03 

61.7 

-10 

46 

397 

41.7 

5.28 

5.32* 

7.54 

6.40 

5.8 

Sara  Lee 

06 

61 

17 

17 

1.68 

2.78 

1 13.7 

45 

44 

509 

44.8 

2.83 

3.50* 

3.88 

3.88 

1.6 

Savannah  Foods  &  tod'jstries 

12 

44 

12 

15 

0.54 

1.22 

13.5 

144 

33 

40 

29.2 

1.50 

3.00 

2.22 

3.35 

4.2 

Tyson  Foods 

09 

25 

6 

16 

0.04 

0.16 

63.9 

45 

1 1 

76 

55.7 

1.27 

1.55* 

2.37 

1.59 

7.3 

Universal  Foods 

09 

25 

8 

16 

0.68 

2.73 

25.1 

8 

35 

80 

1 15.4 

1.12 

1.60* 

1.62 

1.87 

4.5 

WLR  Foods 

06 

24 

13 

10 

0.40 

1.65 

6.6 

37 

0 

2 

13.5 

0.39 

2.48* 

1.28 

2.92 

4.9 

Wrigley  (Wm.)  Jr. 

12 

50 

8 

19 

1.28(c) 

2.57 

39.3 

36 

23 

164 

17.0 

2.18 

2.64 

3.27 

2.88 

3.0 
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No  ordinary  big  screen  television  could  deceive  these  discerning  eyes.  It  takes  a  picture 
that's  ultra-bright,  ultra-clear  and  ultra-sharp.  ^  Like  Hitachi's  Ultravision!"  It  looks  so  true 
to  life  because  it's  the  first  TV  with  800  lines  of  resolution.  ^  Satisfy  your  own  curiosity 
Call  1-800  HITACHI  and  find  out  where  to  see  Ultravision  for  yourself. 

0HITACHI 

'CjlW  Hiladii,  l.m.  I IIJIIAVISK  IN  isa  iradcmark  ol  Hitachi,  i.ld. 


EARNINGS  PER  SHARE 


1990  ESTIMATES 


1989 

FROM  ANALYSTS 

RECENT 

BOOK 
VALUE 

P-E 

RATIO 

1989 
DIVI- 

SHRS. 

MARKET 
VALUE 

INSTITUTIONAL 

1989 
TURN- 

1989 

BASED  ON 

VARI- 

SHARE 

PER 

1989 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1988 

ANALYST 

5-YEAR 

CON- 

ATION 

COMPANY 

FY 

PRICE 

2HARE 

EST 

RATE 

MILS 

°° 

NUMBER 

ACTUAL 

EST 

TT^END 

% 

(c)  FOOD  RETAILING 

GROUP  AVERAGE 

27 

8 

20 

0.42 

1.38 

52.1 

25 

35 

105 

50.9 

1.22 

1.36 

1.92 

1.75 

16.2 

Albertson's 

0 1 

57 

1 3 

20 

0.80 

1 .39 

67.0 

52 

43 

294 

— 2  44  

J.oo 

3.28 

8.1 

01 

58 

3 1 

20 

1 .00 

1 .73 

30-4 

) 

77 

204 

52.7 

2.54 

2.85 

2.31 

3.95 

12.1 

Druno  b 

06 

1  4 

4 

24 

0.14 

0.97 

81-6 

40 

23 

93 

38.9 

0.53 

0.59* 

0.69 

0.72 

3.2 

04 

1  ] 

16 

0.00 

0.00 

1 1.4 

-21 

51 

39 

161.0 

0.61 

0.67 

0.82 

0  77 

1 1 .5 

Circle  K 

04 

5 

7 

50 

0.00 

0.00 

43.6 

—58 

51 

100 

204.0 

0.21 

0.09 

0. 1 1 

U.JO 

'^0  A 

Del  chomps 

06 

27 

1 1 

16 

0.40 

1.48 

7.1 

30 

44 

34 

66.7 

1.29 

1.71* 

1.41 

1 .93 

5.5 

Food  Lion 

1 2 

1 1 

2 

26 

0.10 

0.93 

322.0 

1 7 

2 

55 

9.5 

0.35 

0.43 

0.58 

0.54 

2.9 

Giant  Food 

02 

28 

8 

15 

0.50 

1.80 

60.2 

14 

29 

201 

30-1 

1.63 

1.88 

2.21 

2.17 

5.3 

Great  Atlantic  &  Pacific  Tea 

02 

64 

27 

16 

0.70 

1.09 

38.2 

44 

35 

216 

35.2 

3.34 

3.96 

5.12 

4  59 

Hannaford  Brothers 

12 

37 

10 

19 

0.36 

0.97 

19.5 

71 

32 

71 

19.9 

1.54 

2.00 

2.38 

2.25 

2.9 

Ingles  Markets 

09 

10 

7 

1 1 

0.22 

2.32 

17.9 

13 

6 

17 

32.4 

0.80 

0.84 

0.97 

0.96 

4.5 

Kroger 

12 

15 

-36 

NM 

0.00 

0.00 

81-3 

73 

36 

209 

75.5 

0.24 

-0.40 

NA 

0.32 

93.3 

Marsh  Supermarkets 

03 

18 

8 

13 

0.32(c) 

1.78 

7.7 

16 

51 

29 

24.5 

1.10 

1.35 

1.60 

1.55 

NM  j 

National  Convenience  Stores 

06 

8 

3 

NM 

0.36 

4.57 

22.4 

0 

50 

49 

29.8 

0.01 

-0.40* 

NA 

0.40 

24.9 

Schultz  Sov-O  Stores 

12 

17 

10 

13 

0.12 

0.73 

2.9 

65 

24 

14 

38.8 

1.34 

1.28 

1.87 

1.42 

2.0 

Vons  Companies 

-12 

18 

5 

NM 

0.00 

0.00 

38.7 

52 

17 

50 

43.8 

-0.77 

-0.61 

NA 

0.39 

29.6 

Weis  Markets 

12 

32 

12 

16 

0.56 

1.78 

45.3 

1 1 

46 

65 

7.0 

1.82 

1.99 

2.23 

2.19 

4.4 

Winn-Dixie  Stores 

06 

59 

20 

18 

1.98 

3.33 

39.8 

34 

22 

153 

14.4 

2.87 

3.36* 

3.19 

3.71 

2.4 

11  FUEL 

INDUSTRY  AVERAGE 

37 

20 

20 

1.13 

2.72 

141.9 

40 

50 

348 

68.1 

1.83 

2.45 

2.53 

2.79 

17.7 

(a)  COAL 

GROUP  AVERAGE 

28 

18 

17 

0.36 

1.31 

22.1 

40 

45 

96 

36.4 

2.07 

2.22 

3.86 

2.70 

13.5 

Nacco  Industries 

12 

52 

31 

10 

0.58 

1.13 

89 

64 

52 

92 

27.8 

5.08 

5.21 

6.04 

5.51 

8.1 

Nerco 

12 

21 

13 

1 1 

0.64 

3.03 

33.6 

53 

10 

37 

1  1.4 

2.26 

1.89 

2.18 

2.00 

5,2 

PIttston 

12 

19 

12 

31 

0.20 

1.07 

37.5 

5 

68 

176 

73.1 

0.95 

0.60 

3.36 

1.83 

15.3 

Westmoreland  Coal 

12 

21 

18 

17 

0.00 

0.00 

8.3 

38 

48 

79 

33.4 

-0.02 

1.19 

NA 

1.46 

25.4 

rui  All  0  ^  AC 
(b)  OIL  ch  uA9 

40 

22 

17 

1.37 

3.13 

173.6 

38 

48 

390 

74.9 

2.02 

2.74 

2.71 

3.02 

19.0 

Amerada  Hess 

12 

44 

30 

8 

0.60 

1.37 

80.9 

37 

58 

395 

80.1 

1.51 

5.23 

3.63 

3.40 

21.4 

Amoco 

12 

49 

27 

14 

1.90 

3.89 

514.2 

30 

45 

950 

32. 1 

4.00 

3.62 

3.21 

3.90 

9.6 

Ashland  Oil 

09 

37 

20 

24 

1.00 

2.69 

58.2 

10 

45 

234 

60.4 

3.29 

1.55* 

2.01 

3.76 

14.2 

Atlantic  Richfield 

12 

104 

39 

1 1 

4.50 

4.33 

170.6 

28 

56 

922 

43.8 

8.78 

9.72 

12.99 

9.60 

6.9 

Chevron 

12 

69 

44 

15 

2.80 

4.08 

342.1 

50 

41 

849 

53.1 

5.17 

4.47 

4.06 

4.80 

10.0 

Coastal 

12 

46 

23 

15 

0.40 

0.88 

59.6 

33 

64 

278 

56.1 

2.70 

3.01 

2.82 

3.40 

6.8 

Crown  Central  Petroleum 

12 

29 

30 

10 

0.40(c) 

1.40 

9.2 

98 

7 

29 

29.5 

3.83(b) 

2.75 

NA 

3.63 

21.4 

Diamond  Shamrock  R&M 

12 

23 

15 

10 

0.44 

1.92 

24.7 

55 

66 

103 

86.0 

2.14 

2.26 

NA 

2.35 

22.0 

Exxon 

12 

47 

23 

13 

2.40 

5.08 

1251.6 

4 

35 

1051 

24.8 

3.95 

3.54 

3.80 

3.97 

7.6 

Kerr-McGee 

12 

48 

31 

18 

1.32 

2.76 

48.3 

26 

59 

352 

86.1 

2.1 1 

2.71 

2.74 

2.91 

12.8 

Louisiana  Land  &  Exploration 

12 

41 

16 

34 

1.00 

2.46 

28.9 

20 

84 

208 

58.2 

-2.27 

1.19 

0.74 

1.53 

23.5 

Mapco 

12 

37 

15 

12 

1.00 

2.73 

38.4 

29 

74 

195 

122.5 

2.94 

3.13 

4.22 

3.79 

12.6 

Moxus  Energy 

12 

10 

0 

NM 

0.00 

0.00 

90.5 

52 

51 

189 

64.5 

-1.21 

-0.81 

NA 

-0.44 

62.7 

Mitchell  Energy  &  Development 

01 

20 

12 

37 

0.34(c) 

1.74 

46.9 

72 

21 

75 

16.5 

0.02 

0.52 

0.07 

0.77 

17.7 

Mobil 

12 

59 

39 

13 

2.60 

4.42 

409.1 

29 

49 

975 

39.5 

4.93 

4.61 

5.16 

5.01 

8.1 

Murphy  Oil 

12 

39 

22 

37 

1.00 

2.54 

33.9 

33 

51 

181 

41.5 

1.14 

1.06 

0.79 

1.53 

27.9 

Occidental  Petroleum 

12 

31 

22 

22 

2.50 

8.20 

270.0 

21 

36 

524 

60.7 

1.26 

1.38 

0.78 

1.39 

34.4 

Pennzoil 

12 

82 

39 

17 

3.00 

3.68 

36.3 

14 

59 

309 

50.1 

-5.22 

4.78 

2.01 

4.17 

14.8 

Phillips  Petroleum 

12 

24 

10 

9 

1.00(c) 

4.26 

243.8 

21 

39 

457 

81.0 

2.72 

2.54 

1.05 

2.38 

21.4 

Quaker  State 

12 

16 

12 

29 

0.80 

5.16 

27.1 

-6 

35 

104 

102.9 

0.57 

0.54 

0.50 

0.84 

36.3 

Sun 

12 

40 

32 

12 

1.80 

4.51 

106.6 

24 

52 

286 

34.4 

0.06 

3.32 

0.43 

3.55 

13.7 

Texaco 

12 

54 

30 

12 

3.00(c) 

5.54 

266.2 

15 

60 

744 

95.7 

5.35 

4.56 

7.35 

5.02 

10.8 

Tosco 

12 

24 

7 

1 1 

0.60 

2.55 

1 1.8 

1  1 1 

28 

69 

230.7 

3.25 

2.14 

2.56 

3.13 

22.6 

Union  Texas  Petroleum 

12 

17 

3 

19 

0.20 

1.17 

84.1 

66 

14 

54 

17.8 

0.73 

0.89 

0.33 

1.00 

18.4 

Unocal 

12 

28 

10 

21 

0.70 

2.52 

234.0 

47 

65 

501 

69.4 

0.11 

1.34 

0.30 

1.50 

16.3 

Valero  Energy 

12 

15 

19 

12 

0.20 

1.37 

26.2 

65 

52 

106 

311-2 

0.54 

1.18 

0.79 

1.56 

20.1 

Id  PETROLEUM  SERVICES 

GROUP  AVERAGE 

33 

13 

28 

0.70 

2.01 

92.6 

45 

59 

338 

60.8 

0.98 

1.50 

0.91 

2.00 

15.0 

Baker  Hughes 

09 

25 

8 

38 

0.46 

1.88 

1 19.2 

76 

55 

340 

86.1 

0.45 

0.64* 

0.45 

1.02 

19-4 

Cameron  Iron  .jrks 

06 

25 

10 

51 

0.04 

0.16 

31.1 

66 

76 

76 

62.7 

-1.02 

0.49* 

NA 

0.90 

28.6 

CBI  Industries 

12 

29 

19 

21 

0.60 

2.07 

19.4 

16 

64 

90 

49.6 

0.87 

1.35 

0.66 

1.94 

15.8 

Dresser  Industru-. 

10 

44 

23 

18 

1.00 

2.29 

67.7 

50 

73 

424 

83.9 

1.78 

2.43 

1.33 

3.19 

8.4 

Halliburton 

12 

40 

20 

35 

1.00 

2.48 

106.4 

44 

73 

509 

80.0 

0.81 

1.15 

0.66 

1.68 

15.1 

NL  Industries 

12 

23 

3 

9 

0.60 

2.62 

66.0 

21 

20 

123 

19.9 

2.25 

2.57 

NA 

2.85 

5.0 

Schlumberger 

12 

47 

12 

25 

1.20 

2.57 

238.5 

43 

43 

807 

43.7 

1.72 

1.86 

1.46 

2.41 

13.1 

12  HEALTH  CARE 

INDUSTRY  AVERAGE 

40 

12 

18 

0.82 

1.85 

88.7 

57 

54 

326 

89.0 

1.91 

2.23 

2.73 

2.69 

9.3 

|o)  DRUa  DISTRIBUTION 

GROUP  AVERAGE 

26 

10 

16 

0.45 

1.34 

26.8 

49 

44 

127 

72.5 

1.29 

1.63 

1.71 

1.88 

7.0 

1     Bergen  Brunswig 

08 

25 

12 

14 

0.32 

1.27 

33.2 

100 

45 

133 

47.7 

1.43 

1.85* 

1.58 

1.99 

5.9 

Bindley  Western  Industries 

12 

10 

8 

15 

0.00 

0.00 

6.2 

39 

38 

23 

48.9 

0.58 

0.67 

0.49 

0.92 

2.3 

I     Cardinal  Distribution 

03 

23 

1 1 

18 

0.08 

0.35 

10.2 

153 

41 

56 

94.3 

1.01(b) 

1.24 

1.24 

1.50 

8.4 
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Every  American  Citizen 
Should  Have  Access 
To  Health  Care. 


Thirty-one  million  Americans 
are  presently  not  covered  by 
private  or  public  health  insur- 
ance. Many  of  these  people  are 
living  in  poverty.  Many  are 
unemployed  or  self-employed. 
Some  are  children. 

This  situation  is  unacceptable. 
True,  210  million  Americans  are 
protected  by  health  insurance, 
181  million  of  them  covered  by 
private  insuranca  But  a  country 
as  great  as  the  United  States 
ought  to  be  able  to  find  a  way  to  extend  coverage 
to  its  uninsured  citizens. 

We  at  HIAA  —  an  association  of  350  companies 
who  provide  about  85%  of  the  commercial  health 
insurance  services  in  the  U.S.  —  are  conmiitted  to 
the  goal  of  expanding  public  and  private  insurance 


coverage  to  those  Americans  who 
are  uninsured.  We  believe  that 
achieving  this  goal  will  require  a 
working  partnership  between  the 
pubUc  and  private  sectors  and 
should  include  all  interested  par- 
ties —  consumer  groups,  organ- 
ized labor,  employers,  senior 
citizen  organizations,  the  health 
industry  and  others. 

A  national  poUcy  to  cover  the 
iminsiu-ed  is  needed.  We  in  the 
health  insiu'ance  industry  rec- 
ognize this  need  and  want  to  participate  in  a 
positive  way  toward  its  development.  We  think 
we  have  workable  solutions  to  offer  to  what  we 
hope  will  be  a  constructive  national  dialogua  K 
we  all  work  together,  a  solution  to  the  problem 
wiD  be  found. 


HIAA 


Health  Insurance  Association  of  America 
1025  Connecticut  Avenue,  N.W. 
Washington,  D.C.  20036-3998 


EARNINGS  PER  SHARE 


1990  ESTIMATES 

1989 

FROM  ANALYSTS    i  ! 

RECENT 

BOOK 
VALUE 

P-E 
RATIO 

1989 
DIVI- 

SHRS. 

MARKET 
VALUE 

INSTITUTIONAL 

1989 
TURN- 

1989 

BASED  ON 

VARI-  1 

COMPANY 

SHARE 

PER 

1989 

DEND 

YIELD 

OLIT 

CHANGE 

HOLDINGS 

OVER 

1988 

ANALYST 

5-YEAR 

CON- 

ATlOf 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

% 

Uurr~riliou6r  iViGCiicol 

1 2 

2 1 

]  ■) 

1  4 

0  24 

1  1  4 

1 0  0 

54 

51 

71 

1 35.7 

1 .52 

1  56 

1.78 

1.82 

4.0' 

Fay's 

01 

1  1 

4 

13 

0.20 

1.84 

15.1 

7 

21 

41 

33.3 

0.66 

0.81 

0.80 

0.94 

2.3; 

Longs  Drug  Stores 

01 

46 

16 

15 

0.96 

2.08 

20.5 

33 

35 

137 

22.3 

2.75 

3.01 

3.28 

3.34 

2-6i  1 

McKesson 

03 

36 

14 

15 

1.44 

3.96 

40.3 

15 

52 

222 

45.9 

2.22 

2.39 

2.55 

2.66 

6.8 

ivicuvO  ^oniuiiinidii  jcrviwtra 

06 

]  7 

^ 

28 

0.04 

0.23 

46.6 

30 

68 

117 

1 06.9 

0.49 

0.61  * 

1.03 

0.54 

32.8| 

Perry  Drug  Stores 

10 

9 

5 

13 

0.00 

0.00 

10.1 

38 

18 

21 

1 34.7 

-0.83 

0.69 

0.60 

0,97 

6.o| 

Rite  Aid 

02 

39 

16 

15 

0.82 

2.12 

41.5 

18 

69 

249 

60.0 

2.30 

2.65 

2.88 

3.11 

4.3 

Walgreen 

08 

45 

13 

18 

0.80 

1.80 

61.5 

47 

47 

322 

68.1 

2.10 

2.50* 

2.62 

2.93 

1.3 

|b|  DRUGS  &  RESEARCH 

GROUP  AVERAGE 

69 

13 

19 

1.73 

2.40 

164.5 

37 

57 

634 

79.8 

3.26 

3.73 

4.32 

4.31 

3.2 

American  Home  Products 

12 

106 

22 

15 

3.90 

3.68 

147.1 

28 

62 

825 

31.0 

6.38 

7.05 

7.79 

7.88 

3.0 

Lilly  (Eli) 

12 

67 

13 

21 

1.35 

2.02 

277.4 

59 

69 

779 

41.2 

2.70 

3.22 

3.08 

3.84 

2.3 

Marlon  Laboratories 

06 

36 

4 

24 

0.36 

1.01 

150.4 

78 

31 

312 

93.0 

0.96 

1.46* 

2  33 

1.78 

6.5 

Merck 

12 

79 

8 

21 

1.80 

2.28 

395.3 

36 

55 

1078 

45.8 

3.05 

3.80 

4.89 

4.57 

2.1 

Pfizer 

12 

74 

26 

16 

2.20 

2.97 

165.4 

28 

64 

837 

58.3 

4.70 

4.53 

5.23 

5.07 

2.8 

Rorer  Group 

12 

44 

12 

20 

0.84 

1.91 

32.0 

4 

59 

167 

157.1 

1.96 

2.21 

2.03 

2.58 

5.0 

Schering~Plougti 

12 

82 

1 6 

20 

1.80(c) 

2. 19 

1 12.8 

46 

66 

669 

51.5 

3.48 

4.18 

4.87 

4.93 

2.2 

Syntex 

07 

50 

5 

19 

1.50 

3.01 

1 1 1 .7 

19 

44 

529 

149.3 

2.51 

2.67* 

3.61 

3.00 

3.6 

Upjohn 

12 

38 

10 

1 8 

1 .00 

2.66 

1 85.3 

31 

56 

507 

105.8 

1 .90 

2.08 

2.57 

2.39 

3.4 

Warner-Lambert 

12 

1  14 

16 

19 

2.56 

2.25 

67.7 

45 

67 

632 

65.0 

5.00 

6.06 

6.84 

7.09 

1.5 

(c|  HEALTH  CARE  SERVICES 

GROUP  AVERAGE 

22 

8 

20 

0.28 

1.85 

43.8 

119 

55 

155 

129.5 

0.64 

0.96 

1.31 

1.52 

21.9 

— - — - 

American  Medical  Intl. 

08 

6 

1 1 

NM 

0.72 

1 1.52 

69.0 

-60 

NA 

NA 

144.8 

1.21 

-0.18* 

NA 

— 777, — 
1 .58 

1 6. 1 

Beverly  Enterprises 

12 

6 

7 

NM 

0.00 

0.00 

54.0 

0 

45 

133 

150.8 

-0.47 

-1.10 

NA 

0.19 

122.5 

FHP  International 

06 

48 

9 

23 

0.00 

0.00 

12.4 

386 

58 

95 

198.0 

1.45 

2.05* 

2  52 

2.72 

7.0 

Humana 

08 

41 

13 

16 

1.04 

2.54 

98.3 

61 

72 

406 

53.3 

2.30 

2.56* 

2.26 

2.88 

1.9 

Manor  Care 

05 

14 

5 

17 

0.13 

0.93 

38.5 

14 

43 

136 

34.7 

0.60 

0.85 

0.74 

1.10 

22.6  ' 

Notional  Medical  Enterprises 

05 

38 

16 

14 

0.72 

1.90 

77.9 

87 

66 

350 

89.0 

2.54 

2.73 

2.96 

3.05 

5.5 

09 

27 

4 

28 

0.00 

0.00 

10.8 

339 

14 

25 

84.3 

0.57 

0.96* 

0.82 

1.30 

6.6  1 

U.  S.  Healthcare 

12 

1  5 

3 

26 

0.23 

1 .59 

46. 1 

152 

73 

122 

192.5 

0.08 

0.56 

0.14 

0.81 

14.3  f 

United  HeolthCare 

12 

1  2 

1 

21 

0.00 

0.00 

16.3 

172 

62 

80 

258.1 

-2.29 

0.58 

0.79 

0.82 

9.5 ; 

Universal  Health  Services 

12 

9 

1 1 

14 

0.00 

0.00 

14.6 

37 

62 

52 

89.4 

0.43 

0.64 

0.29 

0.79 

12.9  i 

(d)  MEDICAL  PRODUaS 

1 

GROUP  AVERAGE 

45 

IS 

17 

0.86 

1.85 

125.9 

23 

63 

399 

75.8 

2.49 

2.66 

3.37 

3.14 

5.2  1 

Abbott  Laboratories 

1  2 

69 

12 

18 

1.40 

2.02 

223.7 

43 

53 

791 

37.8 

3.33 

3.84 

4.61 

4.41 

1 

0.9  1 

Bard  (C.  R.) 

12 

21 

6 

17 

0.40 

1.89 

55.4 

-10 

60 

259 

102.0 

1.38 

1.25 

1.71 

1.52 

5.8  ] 

Bausch  &  Lomb 

12 

64 

21 

17 

1.16 

1.80 

29.8 

49 

79 

288 

69.3 

3.27 

3.79 

4.23 

4.38 

1.3  I 

Baxter  International 

12 

25 

13 

16 

0.56 

2.26 

247.7 

42 

58 

589 

69.2 

1.31 

1.50 

2.55 

1.76 

3.0 

Becton,  Dickinson 

09 

59 

26 

15 

1.00 

1.71 

38.2 

10 

69 

327 

87.5 

3.69 

4.00* 

5.41 

4.71 

3.4 

Bristol-Myers  Squibb 

12 

56 

13 

20 

2.00 

3.60 

287.9 

23 

NA 

NA 

71.6 

2.88 

2.75 

3.28 

3.23 

2.6 

Healthco  International 

12 

16 

20 

9 

0.00 

0.00 

7.7 

-22 

75 

57 

135.3 

1.53 

1.70 

2.12 

2.03 

19.2 

Johnson  &  Johnson 

12 

57 

1 1 

17 

1.16 

2.05 

333.1 

33 

61 

962 

50.3 

2.86 

3.24 

3.78 

3.73 

1.7 

Medtronic 

04 

67 

18 

17 

0.70 

1.05 

26.9 

74 

74 

265 

73.3 

3.65 

4.00 

5.20 

4.58 

2.3 

Owens  &  Minor 

12 

12 

9 

22 

0.26 

2.10 

8.3 

-14 

38 

52 

62.0 

1.00 

0.56 

0.80 

1.04 

12.0 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  AVERAGE 

21 

12 

16 

0.52 

2.49 

28.4 

2 

44 

99 

57.7 

1.65 

1.80 

2.34 

2.09 

26.9 

(a)  BUILDING  MATERIALS 

GROUP  AVERAGE 

26 

II 

15 

0.55 

1.84 

32.7 

11 

46 

116 

52.1 

2.20 

2.0S 

2.46 

2.33 

25.0 

Barnes  Group 

12 

30 

21 

10 

1.40 

4.67 

5.5 

-17 

54 

43 

16.7 

3.06 

2.91 

3.17 

3.47 

6.5 

De  Soto 

12 

45 

24 

44 

0.40 

0.89 

4.1 

32 

44 

41 

253.8 

0.79 

1.02 

0.67 

1.92 

41.9 

Hughes  Supply 

01 

18 

20 

10 

0.36 

1  99 

4.8 

1 

63 

47 

35.2 

1.99 

1.81 

2.15 

2.01 

13.4 

Lafarge 

12 

18 

14 

9 

0.40 

2.22 

49.7 

8 

17 

63 

14.3 

1.96 

2.02 

4.54 

1.98 

12.0 

Manville 

12 

10 

8 

10 

0.00 

0.00 

48.4 

66 

19 

49 

36.6 

0.73 

1.00 

0.99 

1.03 

14.1 

Owens-Corning  Fiberglas 

12 

25 

-12 

6 

0.00 

0.00 

40.2 

14 

67 

175 

73.9 

4.71 

4.10 

4.10 

4.26 

11.8 

PPG  Industries 

12 

40 

20 

9 

1.52 

3.85 

109.1 

-3 

47 

467 

36.9 

4.26 

4.23 

5.19 

4,21 

8.6 

Sherwin-Williams 

12 

34 

15 

13 

0.70 

2.07 

42.9 

33 

61 

240 

54.2 

2.30 

2.53 

2.92 

2.83 

4.8 

Southdown 

12 

29 

18 

15 

0.50 

1.75 

16.5 

42 

59 

106 

58.8 

2.33 

1.94 

2.53 

2.48 

21.6 

Texas  Industries 

05 

28 

27 

28 

0.80|d) 

2.86 

9.3 

-13 

54 

72 

24.6 

1.55 

1.00 

0.73 

1.78 

61.7 

Tyler 

12 

5 

2 

19 

0.08 

1.52 

21.6 

-17 

23 

44 

40.8 

0.77 

0.28 

0.32 

0.38 

7.2 

USG 

12 

4 

-27 

15 

0.00 

0.00 

54.2 

-24 

20 

106 

56.7 

1.38 

0.29 

0.49 

0.28 

131.9 

Vaispor 

10 

31 

10 

15 

0.44 

1.42 

11.0 

27 

56 

52 

11.6 

1,63 

2.05 

2.38 

2.36 

4.5 

Vulcan  Materials 

12 

44 

17 

13 

1.12 

2.54 

39.9 

4 

60 

122 

15.7 

3.30 

3.52 

4.32 

3.67 

9.8 

lb)  CONSTRUaiON&REAt  ESTATE 

GROUP  AVERAGE 

16 

12 

17 

0.48 

3.25 

23.3 

-9 

40 

78 

64.2 

1.00 

1.50 

2.15 

1.81 

29.3 

Asset  Investors 

12 

10 

15 

7 

1.80 

18.23 

13.9 

-12 

22 

24 

62.3 

2.69 

1.48 

NA 

1.70 

25.0 

Broad 

09 

12 

1 1 

15 

0.20 

1.70 

31.6 

-10 

51 

83 

1 13.6 

0.76 

0.80* 

0.91 

1.29 

13.5 

Centex 

03 

34 

27 

9 

0.40 

1.17 

14.8 

18 

72 

148 

62.8 

2.64 

3.84 

3.18 

4.29 

3.1 

General  Development 

12 

1  1 

24 

6 

0.00 

0.00 

8.5 

-15 

45 

52 

113.3 

1.80 

1.78 

1.46 

1.95 

6.6 

Kaufmor  &  Broad  Home 

1 1 

14 

6 

6 

0.30(c) 

2.16 

27.6 

8 

56 

124 

105.3 

1.76 

2.36 

3.01 

2.66 

8.5 

Perini 

12 

35 

35 

10 

0.80 

2.32 

3.9 

34 

46 

42 

24.3 

0.71 

3.45 

3.16 

3.97 

1.5 

PHM 

12 

12 

12 

6 

0.12 

0.97 

25.3 

4 

34 

114 

46.5 

1.26 

2.00 

1.46 

1.99 

26.7 
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Columbia  Pictures  Entertainment,  Inc. 


has  been  acquired  bv 


Sony  Columbia  Acquisition  Corp., 

a  WholK'  Owned  Subsidiary 


of 


Sony  USA  Inc. 


The  iindenii^ncd  iissistal  in  iIjv  iiL^i^'ntidtioiis  and  acted  as  fmancud  advisor  to 
Coliindvd  Pictures  RntertainnieJit.  Inc. 


Allen  &  Company 

INCORPORATED 


Muvendier  19S9 


EARNINGS  PER  SHARE 


1 990  ESTIMATES 


COMPANY 


RECENT 
SHARE 

PRICE 


BOOK 
VALUE 

PER 
SHARE 


P-E  1989  MARKET 

RATIO  DIVI-  SHRS.  VALUE 

1989  DEND  YIELD        OUT  CHANGE 

EST  RATE  %           MILS  % 


FROM  ANALYSTS 


INSTITUTIONAL 
HOLDINGS 


TURN- 
OVER 


1989      BASED  ON  VARI- 
1988       ANALYST      5-YEAR         CON-  A^^ION 
ACTUAL        EST  TREND  SENSUS 


Rouse 

12 

25 

1 

42 

0.56 

2.26 

48.0 

1 

40 

132' 

39.3 

0.37 

0.60 

0.62 

0.69 

1 16.6.' 

Ryland  Group 

12 

20 

14 

7 

0.60 

2.94 

12.9 

-1 

82 

99 

70.6 

3.10 

3.05 

5.04 

3.33 

13.7  ; 

Southmork 

06 

0 

-10 

NM 

0.00 

0.00 

45.1 

-86 

10 

28 

78.6 

-4.03(b) 

-2.09 

NA 

-1.59 

NM 

Turner 

12 

14 

10 

19 

1.00 

7.21 

4.4 

-17 

15 

23 

10.4 

0.82 

0.75 

0.52 

1.38 

12.9  1 

U.  S.  Home 

12 

1 

4 

58 

0.00 

0.00 

44.0 

-29 

12 

70 

43.0 

0.16 

0.02 

NA 

0.12 

94.7 

14  LEISURE  TIME  INDUSTRIES  [ 

INDUSTRY  AVERAGE 

31 

10 

19 

0.33 

1.40 

62.5 

33 

50 

214 

1 1 1.3 

1.66 

1.59 

2.57 

2.04 

14.8 

(a|  EATING  PLACES 

GROUP  AVERAGE 

20 

7 

17 

0.19 

1.20 

67.3 

24 

45 

182 

94.7 

1.09 

1.21 

1.26 

1.41 

6.9 

Bob  Evans  Forms 

04 

14 

7 

14 

0.26 

1.84 

32.1 

3 

22 

73 

54.4 

0.95 

1.05 

1.21 

1.16 

7.3 

Collins  roods  International 

04 

21 

10 

1 5 

0. 1 6 

0.78 

22.7 

25 

58 

1 1 1 

46.8 

1 .27 

1 .38 

1  -69 

1 .62 

3.5 

Jerrico 

06 

24 

1 3 

1 8 

0  1 6 

0.67 

1 9.5 

59 

54 

1 1 3 

301 ,7 

0.91 

1 .30* 

1 .22 

1 .48 

2.8 

01 

1 3 

4 

12 

0.08 

0.62 

17.9 

17 

34 

59 

96.2 

0.97 

1.10 

1.25 

1.34 

1.8 

Aricuonaia  s 

1 2 

33 

1 0 

1 7 

0.3 1 (c) 

0  94 

J/  u.u 

JO 

811 

68  6 

1  72 

1  95 

2  23 

2  2 1 

2  2 

nAnmcnn 

IVl  Wf  I  1  9UI I 

05 

27 

10 

1 4 

0.64 

2.34 

17.4 

14 

43 

105 

107.0 

1.79 

2.00 

2.39 

2.31 

2.3  1 

10 

1 2 

-10 

26 

0.00 

0.00 

37.0 

54 

61 

1 10 

49.7 

1.22 

0.49 

0.77 

0.69 

1 1.1  j 

Tvl  rriday  s 

1 2 

1  5 

1  1 

1 7 

0.00 

0.00 

11.1 

1 3 

ZD. 4 

u.  /  u 

U.Oo 

0.64 

n  07 

u.>  / 

6-4  1 

TW  Services 

12 

35 

1 1 

20 

0.00(c) 

0.00 

49.0 

33 

53 

117 

135.4 

1.10 

1.73 

1.04 

1.98 

5.2  1 

Wendy's  International 

12 

5 

4 

18 

0.24 

4.80 

96.4 

-13 

21 

136 

61.8 

0.30 

0.27 

0.11 

0.34 

26.4  1 

(b)  ENTERTAINMENT 

GROUP  AVERAGE 

59 

16 

29 

0.37 

0.53 

96.8 

80 

37 

340 

80.7 

2.02 

1.89 

5.11 

2.48 

20.8 

Disney  (Walt) 

09 

129 

21 

25 

0.48 

0.37 

134.5 

98 

45 

670 

78.7 

3.80 

5.10* 

13.76 

6.1 1 

 r 

3.1  i 

MCA 

1 2 

69 

24 

27 

0.68 

0.99 

73.2 

52 

58 

389 

108.3 

2.26 

2.55 

2.80 

2.92 

9.4  ! 

Orion  Pictures 

02 

23 

28 

0  00 

0  00 

1 8.0 

68 

23 

51 

51.1 

0.79 

0.83 

1.16 

1 .05 

24.6  i 

Paramount  Communications 

1 0 

^5 

2 1 

34 

0  70 

1  28 

119  0 

38 

45 

472 

1 43.6 

3.21 

1 .61 

2.71 

2.58 

13.7  I- 

llni^An  Article  FntAi*4mnmont 
wniitrvl  nrii9i9  Ell  I  (?■■  a  III  III  VII I 

1 2 

20 

NM 

0.00 

0.00 

1 39.0 

143 

1 5 

1 1 7 

21.8 

0.03 

-0.63 

NA 

-0.25 

52.9  • 

Id  HOTEL  &  MOTEL 

GROUP  AVERAGE 

49 

4 

26 

0.21 

0.29 

46.2 

55 

57 

211 

159.2 

2.42 

1.92 

3.07 

2.44 

17.4  ; 

Caesars  World 

07 

33 

10 

1 2 

0.00 

0.00 

24.9 

6 

76 

177 

181.1 

2.90 

2.72* 

3.99 

3.05 

9.6 

Circus  Circus  Enterprises 

01 

52 

4 

20 

0.00 

0.00 

28.5 

62 

63 

167 

62.8 

2.29 

2.52 

3.30 

3.05 

8.3 

Hilton  Hotels 

12 

94 

18 

35 

1.00 

1.07 

48.0 

76 

37 

261 

163.0 

2.72 

2.66 

2.96 

3.14 

5.7 

noiiciQ  y 

1 2 

73 

-23 

47 

0.00 

0.00 

26.7 

1 70 

66 

210 

254.6 

4.70 

1.55 

2.43 

2.24 

13.4 

iviarrioTi 

1 2 

35 

8 

1 6 

0.24 

0.69 

108.5 

1 0 

31 

322 

58.7 

1.95 

2.23 

2.65 

2.59 

2-5  ' 

Romoda 

12 

9 

7 

NM 

0.00 

0.00 

40.5 

6 

69 

128 

235.0 

-0.04 

-0.13 

NA 

0.55 

65.1  1 

(d)  OTHER  LEISURE 

GROUP  AVERAGE 

23 

13 

14 

0.45 

2.21 

54.8 

16 

54 

193 

113.2 

1.62 

1.61 

2.61 

2.16 

16.8  1 

American  Greetings 

02 

32 

18 

15 

0.66 

2.05 

31.9 

54 

66 

183 

128.8 

1.38 

2.16 

1.38 

2.52 

7.1 

Bally  Mfg. 

12 

17 

22 

12 

0.30 

1.75 

27.8 

-20 

39 

129 

224.2 

1.12 

1.41 

1.49 

1.73 

19.5 

Brunswick 

12 

14 

9 

NM 

0.44 

3.06 

88.5 

-13 

64 

254 

93.4 

2.20 

-0.19 

NA 

1.07 

23.2 

Carnival  Cruise  Lines 

1 1 

20 

7 

14 

0.40(c| 

2.04 

134.7 

27 

15 

121 

22.2 

1.46 

1.44 

1.85 

1.84 

5.0 

Coachmen  Industries 

12 

7 

10 

NM 

0.40 

5.71 

7.6 

-21 

48 

46 

55.2 

0.52 

-0.35 

NA 

0.19 

44.7 

Eastman  Kodak 

12 

42 

21 

13 

2.00 

4.76 

324.2 

-7 

49 

938 

80.7 

4.31 

3.34 

4.58 

4.31 

1 1.4 

Fleetwood  Enterprises 

04 

23 

18 

10 

0.76 

3.25 

22.7 

-8 

67 

179 

76.7 

3.06 

2.45 

2.73 

2.74 

5.7 

Gibson  Greetings 

12 

23 

12 

10 

0.34 

1.48 

15.6 

8 

90 

147 

178.5 

2.25 

2.40 

2.28 

2.66 

3.7 

Harley-Davidson 

12 

39 

17 

10 

0.00 

0.00 

8.6 

53 

76 

84 

1 14.1 

3.41 

3.90 

7.80 

4.63 

9.3 

Harmon  International 

06 

22 

10 

12 

0.00 

0.00 

8.7 

32 

48 

79 

64.2 

1.41 

1.78* 

1.83 

2.12 

1.0 

Hasbro 

12 

21 

14 

14 

0.16 

0.76 

53.1 

35 

59 

235 

70.4 

1.24 

1.55 

1.24 

1.81 

6.2 

Mattel 

12 

17 

4 

12 

0.00 

0.00 

48.2 

84 

46 

142 

95.8 

0.75 

1.51 

1.12 

1.79 

7.4 

Outboard  Marine 

09 

28 

31 

26 

0.80 

2.83 

19.4 

-8 

64 

155 

201.0 

3.74 

1.09* 

1.57 

2.02 

25.5 

Polaroid 

12 

45 

2 

21 

0.60 

1.35 

53.4 

-10 

72 

267 

174.1 

-0.34 

2.12 

4.05 

2.93 

10.7 

Tonka 

12 

15 

12 

1 1 

0.00 

0.00 

8.0 

77 

40 

82 

199.5 

-0.75 

1.42 

2.02 

1.76 

34.4 

Winnebago  Industries 

08 

6 

5 

NM 

0.40 

6.27 

24.7 

-31 

22 

47 

31.8 

0.1  1 

-0.19* 

NA 

0.40 

54.5 

15  MANUFACTURING 

INDUSTRY  AVERAGE 

31 

17 

14 

0.80 

2.70 

39.0 

15 

57 

207 

63.7 

2.25 

2.27 

2.99 

2.80 

18.6  1 

(a)  GENERAL  M  ANUFAaURING 

GROUP  AVERAGE 

35 

15 

IS 

0.89 

2.47 

52.0 

31 

57 

242 

50.5 

2.28 

2.42 

2.75 

2.79 

4.4 

Avery  International 

1 1 

32 

12 

16 

0.56 

1.76 

44.2 

40 

65 

230 

39.0 

1.77 

1.99 

1.81 

2.25 

3.0 

Corning 

12 

40 

17 

15 

0.80(c) 

2.01 

95.0 

23 

52 

380 

51.3 

3.25 

2.70 

4.04 

3.01 

2.9 

Crane 

12 

23 

8 

13 

0.75 

3.30 

31.9 

43 

47 

164 

58.9 

1.46 

1.72 

2.13 

1.94 

6.3 

Harsco 

12 

28 

15 

20 

1.20 

4.25 

26.2 

0 

54 

134 

56.6 

1.17 

1.40 

1.34 

2.45 

10.9 

Hillenbrand  Industries 

11 

42 

10 

21 

0.50 

1.19 

37.1 

36 

35 

107 

14.1 

1.86 

2.01 

2.50 

2.39 

2.2 

Illinois  Tool  Works 

12 

41 

16 

13 

0.60 

1.46 

53.2 

19 

68 

260 

38.0 

2.66 

3.06 

4.16 

3.37 

1.7 

Jostens 

06 

29 

6 

21 

0.72 

2.45 

39.8 

74 

52 

168 

35.2 

1.24 

1.39* 

1.50 

1.59 

0.9 

Minnesota  Mining  &  Mfg. 

12 

77 

24 

14 

2.60 

3.38 

224.0 

24 

63 

970 

49.9 

5.09 

5.57 

6.26 

6.06 

2.9 

Newell 

12 

22 

7 

17 

0.50 

2.33 

58.9 

91 

54 

200 

49.7 

1.01(b) 

1.30 

1.57 

1.56 

4.9 

Norton 

12 

56 

29 

12 

2.00 

3.55 

20.9 

17 

73 

222 

70.9 

4.06 

4.61 

4.58 

4.91 

4.8 

Parker  Hannifin 

06 

26 

17 

12 

0.84 

3.26 

48.8 

-8 

62 

257 

63.5 

2.2C 

2.11* 

2.21 

2.48 

6.3 

Philips  Industries 

03 

23 

9 

13 

0.60 

2.61 

28.0 

20 

70 

185 

68.8 

1.61 

1.72 

2.05 

1.98 

6.7 

Rubbermaid 

12 

35 

7 

22 

0.52 

1.48 

73.7 

40 

49 

292 

32.0 

1.35 

1.57 

1.88 

1.81 

2.1 

SPS  Technologies 

12 

46 

33 

1 1 

1.20 

2.61 

5.0 

8 

59 

57 

34.8 

3.84 

4.08 

4.52 

4.44 

7.1 

Trinovo 

12 

24 

19 

13 

0.68(c) 

2.89 

34.2 

-14 

64 

210 

68.5 

2.53 

1.81 

2.05 

2.50 

6.7 

Volmont  Industries 

12 

19 

8 

1 1 

0.20 

1.04 

1 1.2 

75 

35 

37 

77.6 

1.38 

1.71 

1.37 

1.93 

1.5 
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INVESTMENT  SCOREBOAJ 


rue  Client  is  in  AtUn«.  ^-P^-™7^,Jel^t 
And  the  experts  who  arranged  the  .^^^ 
^'^e  global  cur,.n^^cial^j;_„^.t-^^^ 


e  1989  Citicorp 


Citibank,  N  A.,  a  subsidiary  of  Citicorp 


iii¥ECTiitti 


EARNINGS  PER  SHARE 


1990  ESTIMATES 


COMPANY 


RECENT 
SHARE 
PRICE 


BOOK 
VALUE 
PER 
SHARE 


P-E  1989 

RATIO  DIVI- 

1989  DEND 

EST  RATE 


SHRS. 

OUT, 
MILS. 


1989 
MARKET 
VALUE 
CHANGE 


FROM  ANALYSTS 


INSTITUTIONAL 
HOLDINGS 


TURN- 
OVER 


1989      BASED  ON 
1988       ANALYST  5-YEAR 
ACTUAL        EST,  TREND 


VARI- 

CON-  ATION 
SENSUS  % 


(b)  MACHINE  &  HAND  TOOLS 

vKOUr  AVekAub 

2d 

1  c 
1  3 

1  / 

Q 

1  DO 

1 

1  ..So 

2.10 

2.^1 

75.3 

Black  &  Decker 

09 

21 

13 

41 

0.40 

1.90 

58.9 

-9 

58 

249 

115.5 

1.65 

0.51* 

0.59 

1.48 

20.2 

Cincinnati  Milacron 

12 

17 

9 

18 

0.72 

4.27 

24.3 

-23 

62 

151 

40.6 

1.02 

0.95 

1.05 

1.41 

25.2 

Clark  Equipment 

12 

36 

26 

10 

0.00 

0.00 

17.2 

19 

59 

153 

61.9 

2.58 

3.73 

NA 

4.22 

9.3 

Cross  &  Trecker 

09 

6 

10 

NM 

0.00 

0.00 

12.4 

-61 

90 

1 1 1 

148.7 

-1.82 

-3.76* 

NA 

0.19 

453.4  M 

Kennometal 

06 

29 

20 

10 

1.16 

4.03 

10.4 

-5 

73 

118 

57.2 

2.37 

2.90* 

2.79 

3.07 

9.7  f 

Snap-on  Tools 

12 

31 

14 

12 

1.08 

3.48 

41.1 

-11 

54 

283 

68.2 

2.72 

2.62 

3.20 

2.88 

4.3  1 

Stanley  Works 

12 

37 

15 

14 

1.08 

2.95 

44.3 

33 

42 

234 

49.3 

2.40 

2.69 

2.86 

2.92 

5.4  1 

|c|  SPECIAL  MACHINERY 

GROUP  AVERAGE 

35 

21 

1  1 

0.89 

3.20 

40.5 

1 

63 

249 

80.3 

2.92 

2.75 

4.06 

3.38 

10.5 

Briggs  &  Stratton 

06 

26 

1 7 

NM 

1 ,60 

6. 1 2 

1 4.5 

-9 

60 

1 53 

75.0 

2.09 

-1 .39* 

NA 

1 .72 

15.8 

Caterpillar 

12 

59 

43 

1  1 

1.20 

2.05 

101.4 

-8 

69 

558 

97.9 

6.07 

5.34 

9.20 

5.96 

10.5  ; 

Deere 

10 

60 

36 

1  1 

1.40 

2.33 

75.5 

27 

77 

491 

92.4 

4.06 

5.28 

7.29 

6.37 

7.4 

Dover 

12 

33 

12 

15 

0.72 

2.19 

62.7 

9 

51 

299 

45.4 

2.22 

2.15 

2.39 

2.57 

6.8 

FMC 

12 

38 

-5 

8 

0.00 

0.00 

34.4 

20 

57 

215 

40.7 

3.60 

4.53 

6.74 

5.18 

4.9 

Goulds  Pumps 

12 

17 

10 

13 

0.76 

4.50 

20.5 

-10 

56 

100 

107.0 

1.18 

1.31 

1.23 

1.56 

5.7 

Harnischfeger  Industries 

10 

19 

15 

12 

0.20 

1.08 

32.4 

6 

68 

162 

167.0 

1.15 

1.60 

2.08 

1.93 

8.1 

Ingersoll-Rand 

12 

47 

25 

12 

1.20 

2.55 

51.4 

38 

70 

340 

64.1 

3.00 

3.78 

4.68 

4.47 

5.3 

Interlake 

12 

15 

27 

8 

1.50(c) 

10.26 

10.1 

-65 

53 

123 

97.6 

3.75 

1.77 

2.58 

0.96 

19.7  1 

Pentoir 

12 

26 

22 

9 

0.80 

3.05 

10.8 

-15 

69 

72 

67.3 

3.35(b 

2.78 

2.97 

2.90 

13.9  j 

Timken 

12 

26 

35 

9 

0.92 

3.61 

30.5 

-23 

66 

223 

42.1 

2.34 

2.82 

1.82 

3.21 

17.8  1 

Tyco  Laboratories 

05 

50 

12 

17 

0.32 

0.65 

42.0 

38 

64 

250 

67.6 

2.26(b 

2.99 

3.64 

3.73 

10.3  H 

|d|  TEXTILES 

GROUP  AVERAGE 

22 

17 

11 

0.61 

2.71 

15.9 

25 

43 

79 

51.9 

1.72 

2.03 

2.52 

2.30 

8.3  1 

iu 

Albany  International 

12 

19 

8 

1 1 

0.30 

1.57 

25.1 

13 

42 

87 

28.5 

1.46 

1.75 

2.75 

1.94 

4.4  1 

1 

Dixie  Yorns 

12 

15 

19 

1 1 

0.68 

4.61 

10.2 

-28 

41 

48 

48.5 

1.80 

1.36 

2.59 

1.63 

14.0 

fl 

Fieldcrest  Cannon 

12 

20 

26 

9 

0.80 

4.08 

10.3 

-1 

40 

71 

81.6 

1.10 

2.10 

2.30 

2.39 

12.2 

m 

Guilford  Mills 

06 

26 

21 

10 

0.80 

3.09 

9.8 

-3 

56 

65 

38.8 

2.63 

2.67* 

2.63 

2.81 

10.0 

m 

Salem  Carpet  Mills 

12 

8 

8 

8 

0.08 

1.02 

8.1 

19 

42 

34 

55.3 

1.00 

1.03 

1.21 

1.17 

8.9 

Shaw  Industries 

06 

31 

6 

20 

0.40 

1.29 

30.0 

159 

40 

100 

53.1 

1.07 

1.57* 

1.54 

2.00 

3.5 

Springs  Industries 

12 

36 

32 

10 

1.20 

3.30 

17.7 

16 

36 

149 

57.4 

2.98 

3.70 

4.62 

4.15 

5.3 

16  METALS  &  MINING 

INDUSTRY  AVERAGE 

31 

21 

12 

0.80 

2.35 

40.4 

6 

58 

178 

90.8 

3.73 

3.80 

10.14 

3.52 

34.7 

V>'-- 

(a|  ALUMINUM 

GROUP  AVERAGE 

50 

40 

6 

1.40 

3.00 

77.6 

14 

76 

430 

116.6 

9.06 

8.42 

1 1.60 

6.88 

17.6 

Aluminum  Co.  of  America 

12 

73 

56 

6 

1.60(c) 

2.21 

88.5 

30 

82 

568 

121.5 

9.74 

1  1.44 

12.01 

9.28 

19.4 

Amax 

12 

24 

23 

5 

0.80 

3.39 

85.2 

5 

70 

312 

103.5 

8.42 

4.56 

NA 

3.71 

18.0 

Reynolds  Metals 

12 

53 

42 

6 

1.80 

3.41 

59.0 

7 

75 

410 

124.7 

9.01 

9.25 

11.20 

7.65 

15.5 

(b|  STEEL 

GROUP  AVERAGE 

27 

20 

10 

0.69 

2.23 

28.0 

-1 

59 

121 

80.3 

2.87 

2.79 

4.42 

3.15 

44.6 

al'.' 

Acme  Steel 

12 

18 

27 

5 

0.00 

0.00 

5.3 

-22 

28 

43 

106.2 

3.22 

3.48 

NA 

3.32 

4.8 

Allegtieny  Ludlum 

12 

39 

13 

7 

1.20 

3.10 

22.6 

30 

44 

93 

34.1 

4.81 

5.74 

NA 

5.44 

15.8 

Armco 

12 

1  1 

1 1 

6 

0.40 

3.76 

88.4 

7 

55 

184 

81.4 

1.40 

1.76 

NA 

1.52 

27.3 

Bethlehem  Steel 

12 

17 

22 

4 

0.10 

0.58 

74.8 

-26 

79 

216 

1 19.2 

5.16 

3.83 

NA 

3.45 

55.3 

Birmingham  Steel 

06 

29 

12 

9 

0.50 

1.74 

12.4 

21 

45 

84 

142.9 

2.30 

3.16* 

5.07 

3.06 

19.0 

Carpenter  Technology 

06 

50 

35 

16 

2.40 

4.82 

9.2 

8 

72 

105 

42.0 

2.67 

3.16* 

1.59 

5.14 

7.9 

Commercial  Metals 

08 

21 

17 

9 

0.44 

2.06 

10.7 

-4 

52 

54 

26.7 

2.14 

2.46* 

2.75 

2.49 

7.3 

Inland  Steel  Industries 

12 

34 

43 

9 

1.40 

4.16 

37.7 

-10 

86 

243 

124.6 

6.99 

3.92 

10.63 

3.82 

23.2 

Lone  Star  Technologies 

12 

3 

15 

NM 

0.00 

0.00 

20.2 

-79 

81 

67 

125.8 

-2.01 

-2.08 

NA 

-0.19 

378.8 

Lukens 

12 

35 

18 

8 

1.20 

3.44 

8.4 

26 

51 

62 

53.9 

3.91 

4.22 

7.66 

4.46 

1 1.2 

Nucor 

12 

59 

27 

22 

0.44 

0.74 

21.3 

24 

67 

190 

42.9 

3.34 

2.72 

3.10 

3.95 

17.7 

Quanex 

10 

14 

10 

6 

0.32 

2.35 

12.3 

2 

60 

71 

84.8 

1.85 

2.24 

2.65 

2.49 

9.2 

Worthington  Industries 

05 

25 

8 

15 

0.56 

2.25 

40.1 

8 

41 

161 

59.0 

1.58 

1.65 

1.92 

1.96 

1.9 

Ic)  OTHER  METALS 

GROUP  AVERAGE 

30 

17 

18 

0.77 

2.29 

46.1 

13 

50 

176 

97.5 

3.19 

3.72 

17.28 

2.93 

26.3 

Asarco 

12 

31 

33 

6 

1.60 

5.18 

42.2 

13 

53 

191 

78.0 

4.92 

5.38 

NA 

3.94 

21.2 

Cyprus  Minerals 

12 

26 

29 

4 

0.80(c) 

3.09 

38.6 

17 

60 

224 

1 16.0 

4.21 

6.01 

16.76 

4.12 

29.2 

Handy  &  Harmon 

12 

18 

8 

24 

0.66 

3.77 

14.0 

2 

56 

86 

76.1 

0.70 

0.74 

0.56 

1.26 

17  9 

Inspiration  Resources 

12 

6 

7 

12 

0.12 

1.88 

67.5 

-5 

25 

78 

62.2 

0.63 

0.54 

NA 

0.91 

31.0 

Magma  Copper 

12 

6 

15 

3 

0.00 

0.00 

27.7 

-21 

54 

72 

1 15.1 

0.93 

1.92 

NA 

1.33 

49.3  ■ 

Newmont  Gold 

12 

47 

4 

45 

0.05 

0.1 1 

104.9 

35 

NA 

NA 

14.1 

1.03 

1.04 

1.62 

1.30 

21.6 

Newmont  Mining 

12 

45 

-4 

45 

0.60 

1.34 

67.3 

35 

26 

246 

72.2 

1.37 

1.00 

2.1 1 

1.34 

37.2 

Phelps  Dodge 

12 

60 

52 

4 

3.00(c) 

4.99 

35.4 

32 

77 

377 

213.7 

13.15 

14.88 

79.28 

9.65 

21.2 

Precision  Castparts 

03 

31 

12 

16 

0,08 

0.26 

17.0 

13 

48 

130 

129.9 

1.75 

1.99 

3.33 

2.57 

7.8 

17  NONBANK  FINANCIAL 

INDUSTRY  AVERAGE 

37 

29 

15 

1.01 

3.01 

54.7 

24 

56 

198 

59.0 

3.29 

2.61 

5.45 

3.54 

25.7 

(oinM^^NCJAL  SERVICES 

GROUP  AVERAGE 

37 

19 

13 

0.98 

2.83 

83.8 

25 

57 

267 

59.4 

3.19 

2.66 

4.86 

3.45 

9.1 

Alex«^der&  Alexander 

12 

33 

9 

21 

1.00 

3.01 

40.2 

41 

73 

163 

47.1 

1.71 

1.55 

2.05 

1.80 

9.8 

Amer  Kun  Express 

12 

36 

12 

13 

0.84 

2.37 

417.8 

34 

64 

913 

52.1 

2.31 

2.82 

2.73 

3.29 

2.9 

Beor  S  oarns 

06 

13 

10 

7 

0.56 

4.23 

91.7 

17 

36 

185 

57.5 

NA 

1.78* 

NA 

1.80 

10.7 
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INVESTMENT  SCOREBOARI 


In 1988y  four  million 
means  bought  midsize  cars 
MaN^  fliey  should  have 
waited  ayear 


Presenting  the  Sonata,  the 
midsize  car  that  makes  sense. 

There  are  4,000,000  Ameri- 
cans who  may  not  want  to  read 
this  ad.  tall 

only  eat     .  -     J^  "'! 

your  heart    '  Jf"* 
out.  But  as  ''^^^ 
for  the  rest       ^  ^Mm 
of  you,  keep    '     §m  j 
going.  Your  ^ 
patience  is  about  to  be  rewarded. 

Putting  it  plainly  and  simply 
the  new  Hyundai  Sonata  is  the 
best  value  in  midsize  cars  today 

First,  let's  consider  power 
Compared  to  the  Accord  or 


Camry  the  Sonata  offers  a  more 
powerflil  standard  engine.  Or  you 
can  equip  it  with  a  racy  3.0-  liter 
V6  that  easily  outmuscles  the 

,  )  ^  Camry's  V6.  The 


"^^ri'^  .  Accord?  It  doesn't 
'  ^f^/       even  offer  one. 
^  ^    As  for  inte- 

■■■^^/Ktj^'  ^ior  room,  the 

''-^^i^  matched  by  any 
car  in  its  class.  And  it's  space 
that's  well  furnished.  There's 
deep-pile  carpeting,  plush 
velour  upholstery  and  a  wealth 
of  standardfeatures.  Should  you 
choose  the  Sonata  GLS,  there's 


even  the  option  of  an  interior 
finished  in  luxurious  leather 

But  even  though  it's  a  lot 
more  car  than  an  Accord  or 
Camry  at  $9695,*  the  Sonata 
costs  thousands  less.** 

So  if  you've  been  waiting  for 
the  right  midsize  car  to  come 
along,  call  1-800-826-CARS  for 
the  location  of  your  nearest 
Hyundai  dealer 

As  for  you  other  4,000,000? 
Next  time,  don't  be  so  hasty 

The  Sonata  from 

HYunoni 

Cars  that  make  sense. 


■BASE  MODEL  MSRP  EXCLUDES  FREIGHT.  TAXES.  TITLE  &  OPTIONS.  ^EALER^  PPICE  M^^^^^  BASED  ON  MSRP  OF  COMPARABLY  EQUIPPED  MODELS. 

SEAT  BELTS  MAKE  SENSE.  DRINKING  AND  DRIVING  DOESN'T    =  1989  HYUNDAI  MOTOR  AMERICA 


EARNINGS  PER  SHARE 


1990  ESTIMATES 


BOOK 
VALUE 

P-E 
RATIO 

1989 

FROM  ANALYSTS 

RECENT 

1989 
DIVI- 

SHHS 

MARKET 

VALUE 

INSTITUTIONAL 

1989 
TURN- 

1989 

BASED  ON 

VARl-  i 

COMPANY 

SHARE 

PER 

1989 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1988 

ANALYST 

5-YEAR 

CON- 

ATION 

FY 

PRICE 

SHARE 

EST 

RATE 

°° 

MILS 

°° 

% 

NUMBER 

°° 

ACTUAL 

EST 

TTIEND 

SENSUS 

% 

Bsnef  icial 

12 

52 

35 

10 

2.20 

4.27 

22.4 

19 

62 

208 

61.9 

4.19 

4.97 

5.13 

5.45 

1  7 

iSlockCH&R) 

04 

35 

8 

16 

1.28 

3.64 

52.6 

24 

75 

328 

62.5 

1.90 

2.15 

2.49 

2.43 

1:9 

Corroon  &  Block 

12 

39 

13 

18 

1.24 

3.15 

17.3 

28 

54 

148 

60.3 

6.77 

2.24 

5.00 

2.61 

10.5  i 

Edwards  (A.  G.) 

02 

25 

14 

10 

0.68 

2.68 

22.6 

46 

40 

85 

52.2 

1.55 

2.59 

2.44 

2.79 

5.9  j 

Equifax 

12 

35 

10 

20 

0.92 

2.62 

24.5 

30 

44 

130 

31.5 

1.47 

1-75 

2.01 

2.16 

6.3  1 

Federal  Natl.  Mortgage  Assn. 

12 

41 

1 1 

14 

0.68 

1.66 

238.6 

145 

QQ 

00/ 

136.1 

2.14 

3.01 

7.92 

3.76 

8.2 

First  American  Financial 

12 

16 

14 

9 

0.35 

2.22 

10.0 

9 

00 

Jo 

27.3 

1.25 

1.75 

2.03 

2.23 

1 1.3 

Loews 

12 

125 

60 

1 1 

1.00 

0.80 

75.1 

58 

53 

429 

46.3 

1 1.70 

11.08 

15.46 

1 1.86 

12,2 

Lomas  Financial 

06 

1 

-4 

NM 

C.72 

NM 

29.9 

-92 

52 

102 

125.9 

-1.85 

-8.75* 

NA 

0.50 

20,0 

^Aarsh  &  ^AcLennan 

12 

85 

1 1 

21 

2.50 

2.95 

71 .9 

51 

59 

401 

39.5 

4.09 

4.12 

7.53 

4.66 

7.8 

Merrill  Lynch 

12 

26 

34 

15 

1.00 

3.79 

104.0 

16 

53 

260 

63.0 

4.21(b) 

1.80 

3.98 

2.30 

16.0 

Morgan  Stanley  Group 

12 

70 

43 

7 

1.10 

1.58 

36.9 

33 

29 

137 

37.9 

10.26 

10.04 

13.58 

9.26 

11.0 

PaineWebber  Group 

12 

17 

26 

15 

0.52 

3.08 

26.3 

-2 

59 

97 

74.4 

0.58 

1.14 

1.26 

1.53 

16.0 

Primerica 

12 

29 

21 

1 1 

0.32 

1.10 

94.6 

32 

59 

316 

90.9 

3.61 

2.67 

5.18 

3.22 

6.9 

Salomon 

1 2 

23 

23 

8 

0.64 

2.80 

1 24.0 

—7 

63 

472 

71.6 

1 .65 

3.05 

2.04 

3.21 

1 1.7 

Shearson  Lehman  Hutton 

1 2 

1 5 

16 

10 

0.75 

4.92 

88. 1 

-15 

77 

77 

22.4 

0.81 

1 .47 

NA 

2.26 

11,3 

Telerate 

1 2 

21 

4 

22 

0.32 

1 .54 

94.9 

33 

NA 

NA 

41 .6 

0.96 

0.93 

1 .37 

1.13 

3.7 

Transamerica 

1  0 

45 

1  K 
J  J 

1 2 

1  92 

''"^'^ 

75  8 

35 

53 

300 

— 4M — 

3  81 

5  36 

4. 1 5 

5.9 

(bl  INSURANCE 

Group  AVERAGE 

45 

35 

17 

1.21 

2.97 

46.3 

36 

55 

194 

50.4 

3.59 

3.56 

6.02 

4.05 

14.4 

Aetna  Life  &  Casualty 

12 

61 

61 

12 

2.76 

4.50 

1 1 1.7 

29 

74 

0  J/ 

43.8 

5.85 

5.04 

9.27 

5.55 

7,4 

Ambase 

12 

13 

31 

7 

0.20 

1.50 

34.1 

21 

37 

79 

68.5 

2.38 

2.03 

5.54 

2.05 

18.5 

American  Family 

12 

18 

8 

16 

0.32 

1.78 

81.1 

31 

34 

156 

81.3 

1.35 

1.11 

1.53 

1.62 

4.0 

American  General 

12 

33 

37 

10 

1.50 

4.49 

1 10.9 

1 

79 

394 

40.3 

3.22 

3.24 

3.49 

3.73 

7.0 

American  Intl.  Group 

12 

1 10 

47 

14 

0.48 

0.44 

163.6 

62 

49 

38.4 

7.14 

7.60 

1 1.66 

8.43 

3.9 

American  National  Insurance 

12 

36 

54 

12 

1.48 

4.14 

28.3 

20 

22 

71 

7.6 

3.33 

3.08 

2.29 

3.55 

4.9 

Aon 

12 

39 

21 

1 1 

1.40 

3.60 

63.9 

40 

56 

232 

24.1 

3.18 

3.51 

3.66 

3.84 

4,9 

BMA 

12 

38 

35 

18 

1.20 

3.17 

9.7 

17 

36 

43 

43.6 

1.92 

2.13 

1.02 

2.74 

9,1 

Capital  Holding 

12 

51 

30 

12 

1.00 

1.98 

46.1 

58 

65 

Z40 

38.3 

4.00 

4.28 

4.96 

4.80 

4,9 

Chubb 

12 

94 

59 

1 1 

2.32 

2.47 

42.6 

70 

70 

363 

59.3 

8.85 

8.76 

27.85 

8.93 

6,6 

Cigna 

12 

64 

67 

17 

2.96 

4.60 

78.2 

36 

86 

402 

40.9 

4.89 

3.70 

20.91 

4.95 

14,2 

CNA  Financial 

12 

100 

62 

13 

0.00 

0.00 

61.8 

64 

97 

139 

15.0 

6.32 

7.53 

10.57 

7.06 

23,9 

Conseco 

12 

27 

17 

8 

0.20 

0.74 

4.6 

159 

JO 

27 

1 15.8 

4.21 

3.33 

8.49 

4.09 

6,9 

Continental 

12 

34 

42 

23 

2.60 

7.68 

54.1 

5 

61.0 

2.09 

1.49 

2.18 

2.01 

38.2 

Fireman's  Fund 

12 

34 

36 

NM 

0.60 

1.78 

35.7 

-12 

NA 

NA 

70.3 

4.73 

-0.11 

NA 

1.45 

61,5 

First  Capital  Holdings 

12 

10 

12 

7 

0.00 

0.00 

31.3 

55 

29 

56 

137.6 

1.90 

1  45 

4.39 

1.99 

29.0 

Geico 

12 

148 

59 

16 

1.80 

1.22 

15.3 

18 

77 

1 09 

6.6 

8.48 

9.16 

11.63 

10.56 

10,6 

General  Re 

12 

92 

32 

15 

1.36 

1.47 

90.3 

62 

85 

606 

54.0 

5.39 

5,98 

11.80 

6.64 

3,1 

Hartford  Steam  Boiler 

12 

51 

15 

15 

1.60 

3.12 

20.5 

40 

45 

132 

51.8 

3.46 

3.37 

7.99 

3.72 

6.4 

ICH 

12 

6 

9 

9 

0.00 

0.00 

48.2 

21 

22 

49 

47.8 

0.46 

0,63 

0.31 

0.88 

34.2 

Independent  Insurance 

12 

42 

49 

9 

1.60 

3.83 

6.7 

30 

1 6 

30 

10.9 

3.93 

4,54 

3.60 

5.04 

6.8 

Jefferson-Pilot 

12 

43 

39 

14 

1.36 

3.15 

37.6 

40 

55 

213 

41.2 

2.50 

3,05 

2.70 

3.41 

7.2 

Kemper 

12 

47 

33 

1  1 

0.84 

1.79 

48.6 

64 

49 

159 

55.3 

3.37 

4,1 1 

7.45 

4.56 

7.1 

Liberty 

12 

38 

32 

18 

0.80 

2.13 

8.5 

2 

24 

30 

14.4 

2.55 

2.08 

2.41 

2.58 

5.6 

Lincoln  Notional 

12 

61 

50 

13 

2.48 

4.04 

41.6 

41 

/  oo 

24.7 

4.12 

4.67 

4.89 

5.31 

14,7 

Monarch  Capital 

12 

20 

49 

7 

0.00 

0.00 

6.6 

-57 

77 

87 

78.1 

2.68 

3.02 

2.89 

3.56 

19.7 

NWNL 

12 

42 

38 

9 

1.20 

2.87 

12.9 

59 

63 

93 

121.5 

4.33 

4.43 

4.60 

4.89 

5.6 

Orion  Capital 

12 

24 

22 

8 

0.84 

3.50 

6.5 

57 

78 

50 

59.8 

2.99 

3,07 

NA 

3.65 

24.6 

Progressive 

12 

41 

18 

12 

0.44 

1.08 

26.2 

73 

54 

116 

47.5 

3.86 

3,53 

6.46 

3.90 

10.1 

Provident  Life  &  Accident 

12 

29 

24 

10 

0.80 

2.75 

46.7 

51 

1 26 

52.3 

1.83 

2,86 

1.31 

3.26 

5.2 

Reliance  Group  Holdings 

12 

6 

6 

220 

0.32 

5.82 

74.6 

19 

1 2 

30 

11.1 

0.32 

0,03 

0.01 

0.23 

89.8 

Safeco 

12 

37 

29 

9 

1.20 

3.27 

63.2 

56 

61 

231 

79.5 

3.59 

3,94 

5.28 

3.99 

9.9 

St.  Paul 

12 

62 

45 

10 

2.20 

3.53 

49,3 

52 

81 

290 

95.4 

7.26 

6,22 

14.81 

6.57 

10.2 

Torchmark 

12 

53 

16 

14 

1.40 

2.63 

52.2 

70 

44 

206 

29.4 

3.20 

3,79 

4.21 

4,18 

3.3 

Travelers 

12 

40 

47 

12 

2.40 

6.04 

102.7 

15 

73 

457 

47.4 

4.14 

3,42 

3.68 

3,93 

10.6 

Unum 

12 

47 

34 

13 

0.60 

1.28 

40.6 

64 

72 

192 

47.5 

2.86 

3,58 

NA 

4,13 

5. 1 

USF&G 

12 

30 

22 

18 

2.80 

9.22 

83.2 

8 

44 

367 

76.6 

3.57 

1,72 

3.17 

1,92 

19.4 

wdLiCO 

1 2 

23 

OQ 
ZO 

1  nn 
1  .uu 

1  u.y 

2 

35 

58 

2 1  0 

2  76 

2  48 

2  38 

2.83 

7.7 

1 2 

46 

c  e 
00 

1  48 

■i.ZZ 

17  1 

34 

65 

181 

63  5 

3  81 

4  1 9 

4  01 

4.68 

5.4 

\A/ashington  National 

1 2 

27 

33 

1 5 

1 .08 

4.06 

1  KJ.O 

66 

44 

27  3 

—  1  90 

1  82 

1  56 

2.24 

13.1 

1  2 

1 9 

1 5 

3 

0  84 

4  45 

20.5 

4 

56 

53 

1 7.5 

2. 1 5 

2,27 

3.85 

2.48 

8.7 

(c)  SAVINGS  &  LOAN 

GRCUP  AVERAGE 

14 

30 

8 

0.50 

3.40 

35.5 

-12 

58 

1 13 

83.4 

2.59 

-0.26 

3.90 

2.18 

88.4 

Ahmonson  (H.  F.) 

12 

19 

20 

10 

0.88 

4.57 

98.8 

18 

89 

293 

77.9 

2.05 

1,98 

3.04 

2.71 

8.6 

Amerivcn  Savings  Bank 

12 

10 

30 

8 

0.80 

8.10 

6.0 

-23 

38 

32 

101.4 

3.83(b) 

1,21 

1.54 

1,51 

40.4 

CalFed 

12 

22 

56 

8 

1.40 

6.51 

25.0 

-2 

81 

134 

107.2 

5.36 

2,87 

5.04 

3,36 

15.8 

Coast  Sciv'ngs  Financial 

12 

13 

17 

NM 

0.40 

3.14 

13.1 

-14 

69 

54 

90.7 

3.63 

-0.37 

NA 

2.88 

17.9 

CrossLo:  i  '^"avings 

12 

4 

49 

NM 

0.00 

0.00 

13.8 

-76 

34 

49 

161.9 

4.42 

-14.37 

NA 

0.42 

142.5 

Dime  So-         Sank  of  N.  Y. 

12 

12 

33 

13 

0.60 

5.16 

22.8 

-17 

69 

72 

55.4 

2.00 

0.88 

NA 

1.64 

24.7 

Glenfed 

06 

16 

38 

4 

1.20 

7.44 

30.5 

-15 

42 

96 

75.0 

5.26(b) 

3.73* 

6.26 

3.32 

9.4 

Golden  We  '  r  nancial 

12 

26 

15 

10 

0.16 

0.61 

62.9 

68 

67 

198 

78.7 

2.21 

2.54 

2.96 

3.17 

6.9 

Great  Amer.  c  iBank 

12 

7 

24 

NM 

0.20 

3.08 

24.0 

-42 

38 

52 

66  1 

2.08 

-2.00 

NA 

1.35 

29.3 

Grsot  Weste.  -i  Financial 

12 

18 

16 

10 

0.80 

4.41 

128.3 

21 

83 

356 

91.0 

1.95 

1.85 

2.27 

2.52 

8,4 

Homered 

12 

29 

48 

6 

0.20 

0.69 

21.1 

17 

82 

124 

126.3 

5.22 

4.92 

6.17 

5.58 

7.7 

1     Imp6i;'j-  Corp  of  America 

12 

2 

10 

NM 

0.00 

0.00 

14.4 

-81 

44 

32 

61.1 

0.74 

-6.55 

NA 

0.17 

1 135.8 

1     Northe-  S'.-vings 

03 

4 

49 

NM 

0.00 

0.00 

5.7 

■  -32 

9 

17 

37.5 

-4.40 

-1.90 

NA 

0,13 

827.4 

1     Stando'    ^'ederal  Bank 

12 

10 

14 

7 

0.40 

3.90 

30.6 

16 

62 

72 

36.7 

1.91 

1.54 

NA 

1.82 

9.7 

Footnotes  on  page  1 57 

172  BUSINE  .:  '/yEEK/DECEMBERaS.  1989  INVESTMENT  SCOREBO) 


Indexing:  A  Long-Term  Strategy 


WHY 

CONSERVATIVL  INVESTORS 

INDEX 


Conservative  investors,  like  pension  fund 
managers,  prefer  diversified,  relatively 
predictable,  low-cost  investment 
strategies. 

Indexing  is  one  such  strat- 
egy. Surprised?  Indexed  funds, 
such  as  Vanguard  Index  Trust, 
offer  all  three  benefits. 

And  over  the  long  term, 
indexed  funds  have  outperformed 
the  majority  of  actively  managed 
funds.*  In  fact,  as  explained  in  our 
free  booklet,  "The  Facts  About 
Maricet  Indexing,"  the  longer  the 
investment  horizon,  the  more 
indexing  makes  sense. 

Diversification  Plus 
Long-Term  Performance 

Indexed  equity  investors  benefit 
from  the  generally  superior,  long-term 
performance  of  the  equity  maritet  by 
owning  a  cross  section  of  the  market. 

The  Vanguard  Index  Trust  portfolios 
offer  investors  a  cross  section  of  the  total  U.S. 
stock  market.  As  the  chart  shows: 

The  500 Portfolio,  comprised  of  stocks  selected 
to  duplicate  the  makeup  of  the  S&P  500,**  repre- 
sents 70%  of  the  market. 

The  Extended  Market 
Portfolio,  representing 
the  remaining  30% 
of  the  market,  is 
made  up  of  a  sta- 
tistically selected 
sample  of  the 
Wilshire4500^- 
small  and 
medium  sized 
firms  not 
included  in  the 
S&P  500. 

us.  STOCK  MARKET  UNIVERSE  This  broad  diver- 

sification protects  against  failure  in  specific  market 
segments.  It  won't,  however,  reduce  the  ordinary 
price  volatility  of  the  market. 

*SEI  Funds  Evaluation  Services. 

**"Standard  &  Poor's, Standard  &  Poor's  500."'"  and  "500"'" 
are  trademarks  of  Standard  &  Poor's  Corporation. 
* "  Wilshire  4500"  is  a  registered  trademark  of  Wilshire  Associates. 
"Lipper-Directors'  Analytical  Data,  Fall  1989. 


Wilshire  4500 
(Extended 
Market  Portfolio), 
30% 


Low-Cost  Investing 

A  low  expense  ratio  is  essential  for 
an  index  fund  that  seeks  to  match  the 
performance  of  an  index  which  has  no 
expenses. 

The  1988  expense  ratio  of  the 
Vanguard  500  Portfolio  was  0.22%- 
the  lowest  of  any  equity  mutual  fund." 

What's  more.  Vanguard  has 
no  sales  commissions,  no  "12b-r' 
charges,  and  no  exit  fees.  Purchases 
of  Extended  Market  Portfolio 
shares  are  subject  to  a  1%  Portfolio 
transaction  fee,  paid  directly  to  the 
Portfolio  to  defray  the  transaction 
costs  of  investing  new  cash  influx. 
Minimum  initial  investment: 
$3,000  ($500  for  IRAs). 

Call  1-800-662-7447 
any  hour,  any  day 
for  a  free  Indexing 
Information  Kit 

IN  PHILADELPHIA  visit  our  Investment  Center  at 
1700  Market  Street. 

r  ™        1     <■         BWD9  j^ri 

rlease  send  me  a  free 
Indexing  Information  Kit 

I  understand  it  contains  the  free  booklet,  "The  Facts 
About  Market  Indexing,"  and  an  Index  Trust  prospec- 
tus with  more  complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 
Also  send  information  on:    □  IRA  (71)  DKeoghCyO) 

Vanguard  Index  Trust 
Investor  Information  Department  40 
Valley  Forge,  Pennsylvania  19482 

Name  


Address  - 
City  


.  State - 


-Zip_ 


Phone  - 


(Evening) 


(Day) 


TH^feuvniardGRDUP 

*^OF  INVESTMENT  COMPANIES  s 


EARNINGS  PER  SHARE 

1990  ESTIMATES 


COMPANY 


BOOK 

RECENT  VALUE 
SHARE  PER 
FY         PRICE  SHARE 


P-E 
RATIO 
1989 
EST 


1989 
DIVI- 
DEND 
RATE 


MARKET 
SHRS  VALUE 
OUT  CHANGE 
MILS 


INSTITUTIONAL 
HOLDINGS 


1989 
TURN- 
OVER 


1989      BASED  ON 
1988       ANALYST  5-YEAR 
ACTUAL        EST  TREND 


FROM  ANALYSTS 

VARI-I 
CON-  ATlONl 
SENSUS  % 
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INDUSTRY  AVERAGE 

30 

16 

49 

0.45 

1.17 

70.6 

7 

53 

268 

127.7 

2.19 

1.76 

3.60 

2.64 

26.6  1 

(a)  BUSINESS  MACHINES,  SERVICES  &  SUPPLIES 

GROUP  AVERAGE 

28 

14 

13 

0.70 

2.35 

30.3 

10 

54 

144 

76.5 

1.90 

2.04 

2.41 

2.31 

7.7 

Anacomp 

09 

4 

3 

1 1 

0.00 

0.00 

36.7 

-34 

34 

73 

121.9 

0.71(b) 

0.40 

0.98 

0.68 

31.6 

Businessland 

06 

10 

6 

9 

0.00 

0.00 

30.9 

-23 

72 

124 

99.9 

0.74 

1.08* 

2.68 

0.97 

15.7 

Deluxe 

12 

34 

7 

19 

1.04 

3.05 

85.4 

37 

56 

344 

32.8 

1.68 

1.83 

2.20 

2.10 

2.8 

Dennison  Mfg. 

12 

24 

17 

1 1 

1.32 

5.50 

15.5 

-3 

50 

96 

34.5 

2.41 

2.29 

2.89 

2.46 

3.4 

Diebold 

12 

39 

29 

15 

1.40 

3.64 

13.2 

-1 

69 

138 

1  16.7 

2.38 

2.65 

2.19 

2.98 

5.7 

Esselte  Business  Systems 

12 

45 

22 

15 

0.96 

2.12 

20.5 

51 

15 

46 

18.4 

2.87 

2.96 

3.77 

3.35 

6.6 

HON  Industries 

12 

34 

7 

16 

0.48 

1.41 

17.3 

73 

25 

47 

28.9 

1.38 

2  18 

2.25 

2.43 

2.0 

Miller  (Herman) 

05 

18 

1  1 

10 

0.52 

2.87 

25.2 

-5 

59 

124 

91.4 

1.71 

1.85 

1.86 

1.95 

5.1 

Nashua 

12 

36 

24 

16 

0.60 

1.68 

9.5 

-2 

53 

83 

248.2 

3.38 

2.23 

2.99 

2.90 

9.9 

Pitney  Bowes 

12 

48 

17 

14 

1.04 

2.15 

78.3 

13 

72 

448 

52.1 

3.00 

3.42 

3.91 

3.88 

3.1 

Reynolds  &  Reynolds 

09 

25 

20 

10 

0.76 

3.01 

10.7 

6 

76 

108 

81.1 

1.68 

2.53* 

2.20 

2.82 

4.1 

Standard  Register 

12 

15 

10 

1 1 

0.52 

3.47 

29.8 

-7 

56 

93 

36.6 

1.28 

1.35 

1.51 

1.54 

4.2 

Wallace  Computer  Services 

07 

28 

12 

16 

0.46 

1.67 

21.2 

28 

70 

145 

31.5 

1.53 

1.76* 

1.92 

1.92 

5.3 

(b|  COMPUTERS  &  PERIPHERALS 

GROUP  AVERAGE 

29 

19 

93 

0.45 

0.89 

91.0 

-7 

53 

342 

141.4 

2.50 

1.52 

4.77 

2.83 

42.1 

International 

07 

5 

5 

1 0 

0.00 

0.00 

50.5 

—7 

3 1 

69 

61 .5 

0.02 

0.47* 

0.07 

0.64 



1 2.8 

Amdahl 

1 2 

13 

10 

9 

0. 1 0 

0.78 

108.5 

-36 

49 

227 

85.3 

1 .99 

1 .50 

3.01 

1 .67 

16.2 

09 

44 

1  J 

0  99 

1 25  6 

1 2 

70 

292  9 

3  08 

3  53* 

6  17 

4  22 

6  2  1 

AST  Research 

06 

1  1 

9 

NM 

0.00 

0.00 

1 1.6 

34 

22 

36 

220.5 

1.28 

-0.64* 

NA 

1.02 

22.4 

Atari 

12 

1  1 

2 

2 1 

0  00 

0  00 

57  6 

88 

g 

34 

57  3 

0  68 

0  50 

0  57 

1  63 

32  1  1 

Compaq  Computer 

12 

90 

28 

1  0 
1  / 

u.uu 

r>  An 

JV.  1 

J4 

74 

410 

o  oo.o 

7  79 

17  32 

O  T  1 

y.o  1 

7  ft  1 
1 

Control  Data 

12 

17 

13 

NM 

0.00 

0.00 

42.3 

-12 

72 

203 

1 18.0 

0.03 

-7.52 

NA 

1 .46 

51.8  1 

Cray  Research 

12 

31 

23 

10 

0.00 

0.00 

29.5 

-48 

78 

279 

151.3 

4.99 

3.20 

5.83 

4.12 

14.9 

Data  General 

09 

14 

20 

NM 

0.00 

0.00 

29.2 

-22 

67 

148 

98.3 

-0.55 

-4.10* 

NA 

-0.25 

398.2 

Digital  Equipment 

06 

87 

66 

10 

0.00 

0.00 

121.5 

-12 

72 

900 

131.3 

9.90 

8.45* 

14.06 

7.78 

9.5 

Hewlett-Packard 

10 

45 

23 

13 

0.42 

0.93 

236.2 

-14 

47 

735 

57.9 

3.36 

3.52* 

3.64 

4.09 

4.8 

Intergraph 

12 

1  5 

12 

1 1 

0.00 

0.00 

52.8 

-33 

58 

202 

194.5 

1.55 

1.33 

1.45 

1.57 

11.5 

Intl.  Business  Machines 

12 

98 

66 

1 1 

4.84 

4.96 

578.8 

-21 

49 

1695 

63.9 

9.27 

9.17 

8.36 

9.97 

6.0 

MAI  Basic  Four 

09 

4 

3 

NM 

0.00 

0.00 

15.0 

-59 

19 

25 

43.9 

1.62 

-0.72 

NA 

0.57 

20.2 

NCR 

12 

62 

28 

1 2 

1  32 

2  14 

73  4 

7 

65 

538 

91  6 

5  33 

5  27 

6  1 8 

5  64 

3  7 

Prime  Computer 

12 

7 

11 

NM 

0.00 

0.00 

49.8 

-61 

40 

149 

190.4 

0.27 

-0.03 

NA 

0.72 

81.1 

Seagate  Technology 

06 

14 

9 

1388 

0.00 

0.00 

50.0 

63 

51 

150 

373.3 

1.54 

0.01* 

0.13 

1.97 

11.3 

Storage  Technology 

12 

13 

12 

10 

0.00 

0.00 

25.6 

-15 

21 

50 

64.4 

1.90 

1.32 

0.83 

2.05 

1 1.2 

Tandem  Computers 

09 

23 

10 

20 

0.00 

0.00 

98.0 

40 

78 

349 

1 17.4 

0.96 

1.17* 

1.52 

1.57 

6.3 

Tandy 

06 

44 

21 

12 

0.60 

1.38 

86.2 

2 

69 

448 

76.7 

3.54 

3.64* 

3.79 

4.1 1 

5.8 

Unisys 

12 

]  5 

16 

NM 

1.00 

6.78 

159.0 

-47 

72 

562 

1 16.8 

3.58 

-2.63 

NA 

1.86 

35.5 

Wong  Laboratories 

06 

5 

7 

NM 

0.00 

0.00 

163.9 

-40 

36 

199 

66.4 

0.56 

-1.96* 

NA 

-0.69 

127.0 

Western  Digital 

06 

8 

10 

7 

0.00 

0.00 

29.1 

-44 

52 

107 

108.4 

1.51 

1.18* 

2.28 

0.51 

48.6 

Wyse  Technology 

03 

9 

10 

NM 

0.00 

0.00 

14.8 

30 

33 

67 

284.2 

-1.44 

-0.59 

NA 

0.62 

87.5 

Xerox 

12 

57 

Do 

3  00 

5  23 

92  1 

—  1 2 

78 

632 

101  6 

3  50 

6  20 

5  89 

6.57 

7.6 

Zenith  Electronics 

12 

12 

18 

NM 

0.00 

0.00 

26.7 

-35 

52 

147 

174.3 

0.20 

-0.51 

NA 

0.75 

55.1 

cl  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  AVERAGE 

37 

1  1 

18 

0.10 

0.27 

69.8 

45 

54 

237 

162.3 

1.72 

2.05 

3.09 

2.57 

9.1 

Automatic  Data  Processing 

06 

49 

13 

19 

0.60 

1.23 

72.8 

23 

63 

439 

63.9 

2.20 

2.53* 

3.04 

2.81 

3.1 

Comdisco 

09 

25 

13 

10 

0.24 

0.96 

41.5 

20 

46 

148 

50.5 

2.20 

2.57* 

3.59 

3.06 

6.1 

Computer  Associates  Intl. 

03 

13 

5 

13 

0.00 

0.00 

168.0 

-16 

63 

405 

112.0 

1.02 

0.95 

1.88 

1.43 

16.7 

Computer  Sciences 

03 

56 

26 

15 

0.00 

0.00 

15.9 

19 

68 

188 

68.2 

3.28 

3.78 

4.28 

4.33 

4.9 

First  Financial  Management 

12 

36 

19 

16 

0.10 

0.28 

22.7 

73 

52 

142 

151.8 

1.72 

2.26 

3.41 

2.92 

4.6 

Lotus  Development 

12 

29 

5 

19 

0.00 

0.00 

40.7 

57 

75 

234 

298.1 

1.29 

1.57 

1.97 

2.31 

14.3 

Microsoft 

06 

87 

11 

29 

0.00 

0.00 

54.6 

65 

20 

174 

211.1 

2.22 

3.03* 

5.08 

3.85 

3.2 

Oracle  Systems 

05 

24 

2 

24 

0.00 

0.00 

127.8 

154 

54 

206 

186.3 

0.61 

0.98 

3.03 

1.46 

4.5 

Sun  Microsystems 

06 

16 

8 

21 

0.00 

0.00 

84.0 

8 

46 

195 

318.9 

0.90 

0.76* 

1.55 

0.93 

24.1 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  AVERAGE 

40 

26 

9 

1.20 

3.03 

64.5 

15 

59 

316 

65.0 

4.39 

4.64 

6.41 

4.27 

11.6 

!a|  FOREST  PRODUaS 

GROUP  AVERAGE 

40 

27 

8 

1.21 

3.05 

68.3 

25 

58 

305 

61.7 

4.39 

5.24 

7.68 

4.59 

13.3 

Boise  Cascade 

12 

41 

34 

7 

1.40 

3.38 

39.1 

-13 

80 

303 

92.3 

6.34 

5.97 

9.52 

4.75 

17.0 

Georgia-Pacific 

12 

50 

30 

7 

1.60 

3.18 

89.7 

29 

66 

506 

67.3 

4.76 

7.31 

8.58 

6.38 

1 1.7 

Louisiana-Pacific 

12 

42 

29 

9 

1.00 

2.39 

38.8 

54 

39 

204 

63.0 

3.54 

4.68 

7.27 

4.20 

15.7 

Pope  &  Talbot 

12 

27 

16 

8 

0.60 

2.22 

11.8 

50 

48 

85 

53.6 

2.68 

3.38 

7.32 

3.10 

11.6 

Weyerhaeuser 

12 

27 

21 

10 

1.20 

4.38 

204.8 

10 

57 

597 

52.1 

2.68 

2.81 

3.96 

2.59 

15.3 

Willamette  Industries 

12 

53 

34 

7 

1.45 

2.76 

25.4 

19 

58 

135 

41.7 

6.34 

7.30 

9.41 

6.51 

8.3 

IbiPa-'IP 

SE3:.<;>  AVERAGE 

41 

26 

9 

1.19 

3.02 

62.7 

II 

60 

322 

66.5 

4.38 

4.36 

5.82 

4.12 

10.9 

J-o-wnrer 

12 

28 

23 

7 

1.12 

4.00 

36.9 

5 

58 

180 

132.6 

4.37 

3.94 

4.26 

3.23 

11.8 

1     Ci-iunipion  International 

12 

32 

37 

7 

1.10 

3.49 

94.5 

-3 

70 

459 

73.6 

4.80 

4.57 

7.53 

3.93 

15.5 

12 

19 

15 

8 

0.72 

3.74 

20.6 

-3 

48 

74 

22.6 

2.51 

2.46 

3.01 

2.14 

12.9 
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INVESTMENT  SCOREBOAR 


WHAT  A  GOLF  COURSE  WOULD 
pX)OK  UKE  IF  rr  HAD  LANIEKS 
PERFORMANCE  GUARANTEE. 


\M  — |g  You  just  caiVt  miss  with  a  Lanier  copier. 

I  ■  Because  we  guarantee  98%  up- time  or  vour 

J  money  back  for  copier  down-time.  We  also 

^-r-*       '      oiier  an  after  hours  toll-free  HelpLine.  And 
if  your  Lanier  copier  is  out  of  ser\'ice 
for  over  8  hours,  you  get  a  free  ~ 
loaner.  So  cion't  putter  around 

with  broken  copiers.  Call  Lanier.    I  H  H  only  couilsh  id  lAKt:. 


LANIER 


Njmc 


Address. 


Please  send  me  free  information  about  Linier: 
□  Copiers  DFax  □  Dictation/Business  Phones 

 Company  


-State. 


.Zip. 


. Phone ( 


Oreall 


1-800-852-2679 


Mail  to:  Lanier  Copier  Promise,  P.O.  Box  785,  Dayton,  Ohio  4S401 
Some  rcstncnons  apply.  Sec  your  Lanier  Copier  representative  lor  full  details  HARRIS 


EARNINGS  PER  SHARE 


1990  ESTIMATES 


COMPANY 


BOOK 

RECEhfT  VALUE 
SHARE  PER 
FY         PRICE  SHARE 


P-E 

RATIO 


EST 


DIVI- 
DEND 
RATE 


f  1989 
MARKET 
SHRS,  VALUE 
OUT.  CHANGE 
MILS.  % 


INSTTTUTIONAL 

HOLDINGS 
%  NUMBER 


1989 
TURN- 
OVER 


FROM  ANALYSTS 


ACTUAL 


1989       BASED  ON  VAfll- 
ANALYST     5-YEAR        CON-  ATION 
EST.        TREND  SENSbS 


James  River  Corp.  of  Virginia 

04 

28 

26 

9 

0.60 

2.16 

81.1 

-3 

73 

351 

51.3 

2.87 

3.04 

3.26 

3.12 

11.6 

Kimberly-Clark 

12 

74 

24 

14 

2.60 

3.50 

80.6 

28 

57 

515 

60.6 

4.71 

5.19 

6.12 

5.68 

3.2 

Mead 

12 

36 

27 

11 

0.88 

2.48 

63.2 

-9 

60 

363 

1 16.9 

5.54 

3.26 

5.09 

3.07 

8.8 

Scott  Paper 

12 

51 

27 

11 

0.80 

1.58 

73.5 

29 

68 

417 

56.9 

5.23 

4.41 

6.02 

4.74 

7.0 

Union  Camp 

12 

36 

25 

8 

1  48 

4.1 1 

68.9 

5 

70 

398 

56.5 

4.25 

4.60 

5.31 

4.24 

12.8 

Westvaco 

10 

29 

22 

8 

1  00 

3.48 

64,8 

- 1 

4V 

258 

26.8 

3.10 

3.45* 

3.67 

3.31 

12.0 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  AVERAGE 

79 

20 

23 

0.77 

1.38 

76.S 

27 

47 

279 

62.3 

3.15 

2.89 

5.50 

3.48 

32.9 

la!  BROADCASTING 



GROUP  AVERAGE 

127 

27 

37 

0.52 

0.32 

86.7 

72 

46 

264 

59.1 

3.41 

4.33 

9.58 

5.32 

70.4 

American  TV  &  Communs. 

12 

47 

3 

57 

0.00 

0.00 

109.0 

50 

15 

171 

34.9 

0.65 

0.83 

1.11 

1.1 1 

9.8 

Capital  Cities/ABC 

■12 

540 

177 

20 

0.20 

0.04 

17.7 

46 

89 

486 

30.8 

22.31 

27.07 

31.73 

31.49 

3.7 

CBS 

12 

198 

98 

17 

4.40 

2.23 

23.6 

16 

74 

384 

50.1 

1 1.02 

1 1.34 

10.44 

12.47 

6.7 

Comcast 

12 

17 

2 

NM 

0.1 1 

0.63 

1 1 1.7 

69 

23 

229 

64.6 

-0.47 

-0.83 

NA 

-1.04 

65.5 

Consolidated  Papers  12  41  18 

Glatfelter(P  H.)  12  43  15 

Great  Northern  Nekooso  12  61  31 

International  Paper  12  51  44 


11  1.20  2.91  43.6  20 

11  1.00  2.34  23.9  12 

10  1,32  2.17  55.0  56 

7  1.68  3.28  108.8  9 


22  140  ■  25,6 

71  102  11,3 

68  342  118.9 

64  581  111.3 


3.44  3.86  4.09  3.90  8.3 

3.40  3.84  3.92  4.15  5.7 

6.21  6.35  9.03  5.23  16.4 

6.57  7.65  14.38  6.87  ■'15.3 


LIN  Broadcasting  12  120 

Multimedia  12  92 

Tele-Communications  12  17 

Turner  Broadcasting  12  55 

Viacom  12  58 


9  59  0.00  0.00  51.3  69 

-44  32  0.00  0.00  11.3  23 

3  NM  0.00  0.00  352.9  33 

-12  NM  0.00  0.00  49.6  251 

10  NM  0.00  0.00  53.4  86 


66 
63 


434 

116 
436 
34 
83 


232.3 
34.6 
69.5 
4.9 
10.1 


1.54 
2.20 
0.16 
-3.18 
-3.54 


2.03 
2.91 
-0.45 
-1.54 
-2.38 


2.31 
2.33 
NA 
NA 
NA 


2.63 
3.69 
-0.37 
-0.14 
-2.00 


8.1 
6.9 
58.8 
403.6 
NM 


(bl  PUBLISHING 


GROUP  AVERAGE 

54 

IS 

19 

0.90 

1.94 

71.2 

3 

48 

288 

64.0 

3.01 

2.13 

4.04 

2.51 

15.3 

Affiliated  Publications 

12 

12 

3 

19 

0.22 

1.81 

70.0 

-67 

22 

105 

55.0 

-1.17 

0.62 

1.25 

0.72 

12.1 

Commerce  Clearing  House 

12 

46 

14 

22 

1.40 

3.04 

18.0 

-3 

63 

106 

27.6 

2.75 

2.12 

2.55 

2.54 

5.9 

Dow  Jones 

12 

34 

14 

20 

0.72 

2.15 

100.7 

13 

34 

233 

20.9 

2.35 

1.66 

2.29 

1.89 

7.6 

Dun  &  Bradstreet 

12 

42 

12 

13 

2.00 

4.80 

187.0 

-22 

66 

789 

60.7 

2.67 

3.14 

3.56 

3.16 

12.1 

Gannett 

12 

41 

12 

17 

1.08 

2.61 

161.4 

16 

69 

622 

42.8 

2.26 

2.47 

2.80 

2.80 

3.4 

Harcourt  Brace  Jovanovich 

12 

6 

-22 

NM 

0.00 

0.00 

72.9 

-39 

39 

174 

121.3 

-2.04 

-2.20 

NA 

-1.20 

89.7 

Knight-Ridder 

12 

51 

17 

18 

1.22 

2,39 

51.5 

9 

61 

265 

42.7 

2.59 

2.87 

3.02 

3.34 

5.9 

McGraw-Hill 

12 

62 

19 

16 

2.00(c) 

3.21 

48.6 

0 

56 

446 

1 16.8 

3.83 

tt 

4.21 

tt 

tt 

Tt Because  BUSINESS  WEEK  isowr 

ed  by  McGraw-Hill 

the  Scoreboard  does  not 

nclude  forecasts  of  the  company's 

earnings 

Media  General 

12 

33 

10 

33 

0.44 

1.35 

25.8 

-5 

56 

101 

35.6 

0.31 

0.98 

0.54 

1.19 

1 1.7 

Meredith 

06 

33 

20 

19 

0.64 

1,97 

18.7 

5 

58 

157 

46.3 

1.91 

1.75* 

1.72 

1.94 

5.6 

New  York  Times 

12 

26 

1 1 

16 

0.52 

1.97 

78.0 

-3 

49 

310 

42.6 

2.00 

1.70 

2.14 

1.64 

12.7 

Scripps  (E.  W.) 

12 

23 

8 

20 

0.36 

1.57 

78.8 

34 

11 

82 

12.0 

0.93 

1.16 

NA 

1.34 

2.8 

Time  Warner 

12 

133 

35 

NM 

1.00 

0.75 

64.3 

41 

51 

520 

173.9 

5.01 

-6.07 

NA 

-5.71 

57.2 

Times  Mirror 

12 

37 

14 

16 

1.00 

2.74 

129.2 

12 

39 

371 

27.9 

2.58 

2.29 

2.76 

2.49 

5.7 

Tribune 

12 

44 

1  1 

14 

0.88 

2.00 

72.5 

10 

39 

292 

67.1 

2.78 

3.13 

3.83 

3.39 

4.9 

Washington  Post 

12 

280 

76 

18 

1.84 

0.66 

12.6 

30 

54 

233 

13.9 

20.91 

15.46 

24.61 

17.25 

3.4 

Western  Publishing  Group 

01 

20 

8 

18 

0.00 

0.00 

20.0 

17 

50 

85 

180.9 

1.45 

1.13 

1.31 

1.48 

14.2  L 

21  SERVICE  INDUSTRIES  \ 

INDUSTRY  AVERAGE 

25 

12 

17 

0.46 

1.78 

32.8 

19 

51 

144 

65.4 

1.13 

1.47 

2.03 

1.89 

15.8  B 

la)  Construction  &  Engineering 

GROUP  AVERAGE 

28 

14 

18 

0.59 

2.25 

23.5 

27 

50 

135 

71.6 

0.09 

1.18 

2.02 

1.85 

38.9 

Apogee  Enterprises 

02 

17 

7 

16 

0.20 

1.15 

13.4 

44 

28 

56 

66.5 

1.00 

1.06 

1.36 

1.47 

8.1 

Atkinson  (G.  F.) 

12 

16 

18 

NM 

0.48 

3.10 

8.8 

5 

36 

34 

41.9 

0.12 

-2.57 

NA 

0.84 

23.6  ' 

Butler  Mfg. 

12 

19 

28 

7 

1.40(c) 

7.42 

4.5 

-43 

24 

35 

54.5 

3.41 

2.63 

3.34 

2.71 

6.0  ' 

Combustion  Engineering 

12 

39 

16 

25 

1.00 

2.57 

39.0 

40 

67 

232 

1 18.1 

-6.40 

1.54 

1.17 

1.72 

26.8  V 

CRSS 

06 

17 

7 

15 

0.12 

0.70 

11.9 

31 

63 

80 

87.1 

1.17 

1.15* 

1.59 

1.29 

4.6 

EG&G 

12 

34 

1 1 

14 

0.68 

2.00 

28.6 

13 

58 

202 

45.2 

2.30 

2.42 

2.43 

2.83 

5.7  : 

Fluor 

10 

33 

9 

25 

0.16 

0.49 

79.6 

41 

65 

331 

87.6 

0.71 

1.29 

NA 

1.81 

13.7  \ 

Foster  Wheeler 

12 

20 

13 

21 

0.44 

2.21 

35.3 

37 

60 

172 

75.2 

0.81 

0.94 

0.46 

1.27 

7.6  - 

Jacobs  Engineering  Group 

09 

28 

10 

15 

0.00 

0.00 

5.4 

22 

22 

21 

32.7 

1.35 

1.90' 

3.10 

2.35 

5.6 

i      McDermott  International 

03 

22 

15 

NM 

1.00 

4.60 

37.3 

48 

65 

197 

102.5 

-3.09 

-1.54 

NA 

-0.21 

381.2 

Morrison  Knudsen 

12 

46 

21 

16 

1.48 

3.24 

11.3 

18 

72 

147 

81.3 

-3.35 

2.84 

2.64 

3.65 

14.1 

Thermo  E'ectron 

12 

31 

11 

23 

0.00 

0.00 

17.6 

56 

40 

117 

62.1 

1.15 

1.37 

1.79 

1.63 

5.2 

Zurn  Industries 

03 

38 

17 

17 

0,68 

1,78 

12.3 

41 

54 

132 

76.0 

1.98 

2.30 

2.33 

2.68 

3.8  B 

ibi  i»iDUSTRi&L  (Distribution 

SROUP  AVERAGE 

23 

12 

16 

0.42 

1.79 

19.4 

1  1 

53 

106 

57.4 

1.65 

1.61 

1.98 

1.94 

9.6 

I  .AAR 

05 

36 

1 1 

19 

0.48 

1,35 

16.0 

45 

67 

163 

53.5 

1.56 

1.86 

2.35 

2.17 

1.8 

1     A.;r<svv  Slectronlcs 

12 

4 

13 

NM 

0.00 

0.00 

11.8 

-32 

19 

32 

48.8 

0.38 

-0.04 

NA 

0.27 

57.7 

1  Avnet 

06 

31 

21 

20 

0.60 

1.95 

35.8 

39 

85 

178 

53.7 

1.46 

1.51* 

0.97 

1.84 

7.3 

Bearinas 

06 

27 

18 

1 1 

0.64 

2.35 

7.4 

8 

74 

84 

61.5 

1.87 

2.45* 

1.85 

3.05 

2.3 

■  Incl.j'itries 

06 

16 

19 

21 

0.28 

1.75 

5.8 

10 

85 

58 

43.1 

1.96 

0.75* 

0.73 

0.98 

5.1 

:astla(A.  M.; 

12 

13 

10 

10 

0.68 

5.23 

7.2 

-2 

46 

29 

12.9 

1.90 

1.28 

1.28 

1.85 

11.5 

•'rs-iuinePart:. 

12 

38 

12 

15 

1.20 

3.18 

77.5 

6 

61 

359 

39.8 

2.35 

2.59 

2.86 

2.86 

1.6 

Petroleum 

01 

19 

9 

8 

0.19(c,d)  1.02 

12.6 

22 

12 

30 

19.3 

2,24 

2.43 

3.13 

2.67 

NM 
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Treasure  Chest 


This  holiday  season,  give  Chivas  Regal  in  our  classic  limited-edition  gift  tin.  ^ 

Visit  your  retailer  or  call  1-800-238-4373  to  send  a  gift  of  Chi\'as  anwhere  in  the  U.S.  Void  where  prohibited. 


RwgCTiiEilT^liTEaOlg^CO«B<C»BP 


EARNINGS  PER  SHARE 


1990  ESTIMATES 

1989 

FROM  ANALYSTS 

RECENT 

BOOK 
VALUE 

P-E 
RATIO 

1989 
DIVI- 

SHRS 

MARKET 
VALUE 

INSTITUTIONAL 

1989 
TURN- 

1989 

BASED  ON 

VAFtt- 

SHARE 

PER 

1989 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1988 

ANALYST 

5-YEAR 

CON- 

ATK» 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

% 

Grainger  ( W.  s  A) 

12 

62 

26 

1  5 

1 .04 

1.67 

27.2 

16 

66 

271 

42.0 

3.92 

4.23 

4  78 

4.80 

4.5 

Marshall  Industries 

05 

18 

15 

8 

0.00 

0.00 

9.2 

1 1 

68 

61 

53.9 

2.31 

2.23 

3.67 

2.50 

6.0 

Morgan  Products 

12 

10 

1 1 

44 

0.00 

0.00 

8.4 

-30 

61 

61 

59.6 

0.64 

0.23 

0.25 

0.79 

30.01 

Premier  industrial 

05 

33 

6 

17 

0.48 

1.44 

38.5 

16 

21 

105 

9.8 

1.70 

1.93 

2.34 

2.21 

Safety-Kleen 

12 

32 

7 

22 

0.36(c) 

1.14 

33.9 

33 

49 

65.4 

1.27 

1.41 

1.73 

1.72 

Is 

Stewart  &  Stevenson 

01 

25 

8 

13 

0.20 

0.79 

13.8 

79 

63 

84 

199.0 

1.51 

1.90 

3.15 

2.22 

TBC 

12 

1 2 

5 

1 1 

0.00 

0.00 

14.5 

27 

61 

51 

1 07. 1 

0.98 

1 .06 

1.71 

1.17 

2.1  • 

United  Stationers 

08 

14 

1 1 

9 

0.40 

2.83 

15.5 

-38 

57 

86 

124.1 

1.50 

1.60* 

1 .63 

1.72 

12.3! 

Univar 

02 

1  4 

7 

0  30 

2  22 

1 7.5 

1 0 

22 

37 

8.2 

1.14 

1 .23 

0.90 

1  35 

3  3  i 

VWR 

02 

19 

1 3 

1 5 

0.80 

4.2 1 

5.2 

-1 1 

25 

33 

41.8 

1.91 

1.29 

1 .60 

1.90 

7.4 

Wyle  Laboratories 

01 

10 

9 

16 

0.28 

2.84 

10.1 

-2 

68 

51 

46.7 

0.77 

0.61 

0.66 

0.81 

8.7 

lr\  DAI  1  IITIOil  f  AMTQOI 

GROUP  AVERAGE 

41 

7 

25 

0.43 

1.00 

192.7 

53 

44 

505 

44.7 

1.38 

1.65 

2.74 

2.00 

1.8 

Brownin^'Fcrris  Industries 

09 

38 

g 

22 

0  56 

1  46 

1 48  8 

40 

61 

532 

57  4 

1 .51 

1 .74* 

2.16 

2.09 

1.6 

Chemical  Waste  Mgnit. 

1 2 

on 

O 

0  12 

0  60 

200  5 

59 

15 

183 

25  7 

0  59 

0  73 

NA 

0.91 

2.4 

Waste  A^ana^ement 

1 2 

65 

]  ] 

26 

0  60 

0.92 

228.7 

59 

58 

800 

50.8 

2.05 

2.47 

3.32 

2  99 

1  5 

(d)  PRINTING  &  ADVERTISING 

GROUP  AVERAGE 

27 

11 

16 

0.61 

2.09 

32.4 

29 

64 

175 

73.3 

1.47 

1.80 

2.32 

2.14 

3.0 

Advo-System 

09 

8 

3 

23 

0.00 

0.00 

12.4 

66 

55 

57 

140.9 

-0.39 

0.34* 

NA 

0.79 

3.2 

Banta 

12 

23 

15 

12 

0.52 

2.24 

12.6 

-1 

59 

74 

71.6 

1.71 

1 .87 

1.74 

2  21 

2.6 

uonneiiey  ^k.  k.j  &  dons 

1  0 

47 

1  g 

1  ^ 

0  88 

1  89 

77  9 

35 

65 

4 1  5 

32  3 

2  64 

2.90 

3.35 

3.26 

1.5 

Interpublic  Oroup 

1 2 

3 1 

1  0 

1 5 

0  68 

2  1 8 

34.3 

25 

/  1  u 

42.7 

1.81 

2.09 

2.40 

2.41 

3.2 

OmnicofTt  Group 

1  0 

24 

Q 

1 3 

0  98 

4  1 3 

24  8 

2 1 

65 

120 

79  1 

1  58 

1 .80 

1.80 

2.03 

4.5 

(e)  OTHER  SERVICES 

GROUP  AVERAGE 

20 

9 

14 

0.29 

l.2t 

22.8 

10 

45 

106 

74.7 

1.27 

1.35 

1.84 

1.69 

7.7 

Adia  Services 

12 

24 

13 

14 

0.14 

0.58 

12.5 

8 

36 

68 

67.5 

1.50 

1.67 

2.16 

1.95 

4.1 

American  BIdg.  Maintenance 

10 

33 

17 

14 

0.94 

2.83 

3.9 

23 

45 

35 

51.6 

1.85 

2.30 

1.91 

2.68 

4.0 

CDI 

12 

15 

5 

14 

0.00 

0.00 

19.7 

46 

26 

46 

29.5 

0.84 

1.08 

1.26 

1.28 

2.3 

Handleman 

04 

20 

6 

14 

0.40 

1.99 

32.6 

47 

66 

184 

85.9 

1.28 

1.46 

1.62 

1.68 

2.5 

JWP 

12 

28 

9 

15 

0.00 

0.00 

19.0 

64 

38 

105 

63.4 

1.48 

1.87 

3.36 

2.30 

1.9 

Kelly  Services 

12 

40 

8 

17 

0.60 

1.50 

30.0 

35 

29 

106 

28.5 

2.01 

2.33 

2.93 

2.65 

2.1 

National  Education 

12 

6 

6 

NM 

0.00 

0.00 

29.6 

-75 

66 

158 

159.4 

1.57 

-0.17 

NA 

0.76 

32.0 

Olsten 

12 

17 

5 

13 

0.24 

1.41 

15.4 

-5 

35 

74 

31.3 

1.12 

1.31 

1.75 

1.52 

3.5 

Service  Corp.  International 

12 

15 

13 

12 

0-56 

3.80 

48.2 

-16 

56 

208 

94.2 

0.56 

1.21 

0.95 

1.44 

13.5 

UNC 

12 

6 

8 

13 

0-00 

0.00 

17.1 

-30 

52 

75 

135.9 

0,46 

0.47 

0.57 

0.67 

1 1.3 

22  TELECOMMUNICATIONS 

INDUSTRY  AVERAGE 

52 

21 

48 

1.78 

2.91 

21 1.0 

50 

41 

492 

52.5 

2.53 

2.87 

3.23 

3.39 

9.2 

(a)  EQUIPMENT  &  SERVICES 

GROUP  AVERAGE 

37 

10 

107 

0.47 

0.83 

237.7 

55 

46 

392 

83.6 

0.24 

1.41 

1.79 

2.10 

16.0 

American  Tel.  &  Tel. 

12 

44 

12 

17 

1.20 

2.74 

1075.7 

52 

26 

904 

37.9 

-1.55 

2.52 

2.13 

2.97 

3.8 

M/A-Com 

09 

6 

9 

550 

0.00 

0.00 

23.9 

-34 

48 

107 

38.5 

0.65 

0.01* 

0.02 

0.37 

36.1 

McCaw  Cellular  Communs. 

12 

38 

7 

NM 

0.00 

0.00 

161.8 

74 

27 

296 

64.6 

-2.39 

-1.47 

NA 

-0.71 

52.2 

MCI  Communications 

12 

45 

7 

19 

0.00 

0.00 

248.0 

101 

70 

594 

168.2 

1.27 

2.36 

2.35 

3.12 

4.2 

Scientific- Atlanta 

06 

24 

1 1 

16 

0.16 

0.66 

23.1 

80 

48 

142 

125.7 

1.25 

1.53* 

1.94 

1.78 

4.5 

Telecom-USA 

12 

25 

7 

19 

0.00 

0.00 

28.4 

41 

42 

161 

77.4 

1.07 

1.32 

1.33 

1.90 

3.4 

United  Telecommunications 

12 

80 

19 

22 

1.92(c) 

2.41 

103.1 

73 

63 

539 

73.2 

1.36 

3.60 

2.97 

5.30 

7.6 

lb)  TELEPHONE  COMPANIES 

CROUP  AVERAGE 

60 

26 

23 

2.44 

3.94 

197.7 

48 

39 

542 

36.9 

3.68 

3.60 

3.85 

4.03 

5.9 

Alltel 

12 

38 

13 

16 

116 

3.07 

66.2 

63 

28 

232 

32.1 

1.94 

2.30 

2.48 

2.56 

5.7 

Ameritech 

12 

60 

28 

13 

2.92 

4.85 

273.1 

28 

31 

640 

25.9 

4.55 

4.63 

5.07 

4.92 

2.3 

Bell  Atlantic 

12 

103 

45 

19 

4.40 

4.27 

199.7 

47 

33 

733 

27.9 

6.65 

5.48 

6.44 

7.33 

3.2 

BellSouth 

12 

53 

27 

15 

2.52 

4.78 

481.5 

37 

29 

821 

23.5 

3.51 

3.59 

3.85 

3.77 

4.6 

Centel 

12 

63 

16 

108 

1.24(c) 

1.97 

56.5 

89 

54 

333 

49.5 

1.73 

0.58 

0.85 

1.47 

21.1 

Cincinnati  Bell 

12 

29 

8 

18 

0.68 

2.36 

59.8 

27 

25 

120 

20.4 

1.32 

1.57 

1  76 

1.75 

3.6 

Contel 

12 

33 

10 

19 

1.10 

3.31 

157.6 

64 

59 

465 

69.2 

1.98 

1.74 

1.45 

1.74 

14.7 

GTE 

12 

69 

25 

17 

2.92 

4.24 

326.9 

55 

54 

875 

40.5 

3.58 

4.13 

3.88 

4.56 

3.7 

Nynex 

12 

84 

48 

14 

4.36 

5.22 

197.0 

27 

37 

740 

36.1 

6  63 

5.98 

6.81 

6.42 

7.4 

Pacific  Telesis  Group 

12 

46 

20 

15 

1.88 

4.10 

408.4 

45 

42 

815 

36.7 

2.81 

3.02 

3.10 

3.19 

3.6 

Rochester  Telephone 

12 

40 

16 

18 

1.42 

3.53 

22.9 

57 

38 

164 

53.2 

2.17 

2.19 

2.11 

2.40 

5.6 

j     Southern  New  England  Tel. 

12 

88 

39 

16 

3.24 

3.67 

31.1 

62 

33 

201 

39.8 

4.99 

5.53 

5.76 

6.00 

2.9 

Southwestern  Bell 

12 

57 

28 

15 

2.60 

4.60 

300.2 

40 

42 

782 

33.6 

3.53 

3.76 

3.89 

4.05 

2.4 

US  Vtfest 

12 

72 

42 

12 

3.76 

5.26 

186.6 

26 

38 

668 

27.9 

6.17 

5.87 

6.42 

6.22 

1.6 

23  tIRANSPORTATION 

!     ir^nilSTRV  AVERAGE 

35 

23 

22 

0.65 

1.90 

45.9 

8 

59 

215 

126.3 

2.01 

2.42 

3.79 

3.19 

25.9 

i  :ci;i'SLINi$ 

,  AVERAGE 

41 

26 

17 

0.17 

0.36 

43.3 

23 

59 

212 

245.6 

2.23 

2.51 

5.58 

3.81 

53.7 

i     Ai-?-.is<  Air  Group 

12 

22 

21 

8 

0.20 

0.89 

15.7 

12 

70 

128 

152.8 

2.37 

2.71 

1.99 

2.70 

16.0 

Am- 'u-a  West  Airlines 

12 

10 

5 

10 

0.00 

0.00 

16.9 

68 

18 

39 

251.6 

-0.92 

0.97 

NA 

113 

36.3 

1  ^^-^ 

12 

63 

58 

8 

0.00 

0.00 

58.9 

18 

77 

447 

308.1 

7.92 

7.58 

7.43 

6.89 

24.2 
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Kfcping  the  wheels  of  itidu.stry 
iLiming  these  days  lakes  more 
than  capital-it  also  takes  a  steady 
flow  of  ideas  for  putting  that  ( api- 
tal  tobest  use.That's  whvhundieds 
of  companies  whose  business  runs 
on  wheels  have  turned  to  Capi- 
tal for  financial  services. 

One  of  our  capital  ideas  paired 
the  fast-growing  East  and  West 
coast  business  of  FenskeTi  tick 
Leasing  with  the  sti  engths  of  our 
leasing  operations  in  the  country  s 


interior  I  bis  synergy  built  a 
nationwide  joint  veiituie  that  has 
over  55,000  vehicles  on  the  roll. 

("apital  ideas  are  keeping  Amer- 
icas railcars  on  the  right  track, 
too-(  ustomers  leasing  rolling 
stock  froniGE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment, but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  ofter  our  corporate  lleet  man- 


ager customers-whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  busines,ses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tory hnancing,workingcapital  and 
real  estate  k)ans,  and  acc|uisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  bail 
rolling. 

Not  just  Coital 
Capital  Meas. 


Coital  Ideas 
get  ruling 
at  GE  Coital 


EARNINGS  PER  SHARE 


COMPANY 

Pi" 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 

PER 
SHARE 

P-E 
RATIO 
1989 
EST 

1969 
DIVI- 
DEND 
RATE 

YIELD 

% 

SHRS. 
OUT 

MILS. 

1989 
MARKET 
VALUE 
CHANGE 

INSnTUnONAL 
HOLDINGS 
NUMBER 

1989 
TURN- 
OVER 

1988 
ACTUAL 

1969 
ANALYST 
EST 

1990  ESTIMATES 

BASED  CM 
5- YEAR 
TREND 

FROM  ANALYSTS  1 

VARl-l 

CON-  AT10N 
SENSUS  % 

Delto  Air  Lines 

06 

69 

53 

7 

1.20(c) 

1.74 

49.3 

38 

72 

441' 

166.9 

6.30 

9.37* 

8.08 

8.39 

14.9 

Midway  Airlines 

12 

13 

9 

22 

0.00 

0.00 

10.0 

1 

40 

73 

336.2 

0.36 

0.58 

0.60 

0.71 

80.0 

Pan  Am 

1 2 

3 

-3 

NM 

0.00 

0.00 

146.0 

30 

16 

95 

1 29.3 

-0.68 

-1 .49 

NA 

-0.55 

108.6 

Southwest  Airlines 

12 

23 

19 

10 

0.14 

0.62 

30.0 

7 

88 

190 

131.7 

1.84 

2.37 

1 .71 

2.36 

17.6 

1 A  V  n  c  Air 

1 2 

1 3 

_  1  4 

0  00 

0  00 

41  1 

55 

88 

272  0 

-1 8  88 

—  1 4  75 

NA 

-2.35 

157.1 

UAL 

12 

1 62 

66 

9 

0  00 

0  00 

21.7 

48 

71 

300 

537  3 

20  20 

17  23 

18.18 

15.78 

21.6 

USAir  Group 

1 2 

36 

50 

62 

0  1 2 

0  33 

43  8 

84 

319 

1 70  4 

3  8 1 

0  58 

1.07 

3.11 

60.3 

(bl  RAILROADS 

GROUP  AVERAGE 

38 

29 

37 

I.IO 

2.62 

87.2 

4 

52 

365 

59.9 

1.67 

2.97 

2.97 

3.29 

9.1 

Burlington  Northern 

12 

30 

13 

1 0 

1 .20 

4.05 

75.4 

-62 

64 

416 

93  9 

2  76 

2  91 

2.20 

3.19 

5.6 

Consolidated  Rail 

12 

46 

60 

10 

1.40 

3.04 

68.5 

36 

82 

409 

77.1 

4.44 

4.50 

3.55 

4.63 

5.0 

CSX 

12 

33 

32 

10 

1.40 

4.19 

100.2 

-1 

54 

452 

51.6 

-0.33 

3.48 

3.24 

3.82 

7.8 

Kansas  City  Southern  Inds. 

12 

47 

30 

15 

1.08 

2.28 

10.4 

40 

48 

81 

61.2 

-4.52 

3.11 

2.69 

3.50 

12.9 

Norfolk  Southern 

12 

38 

30 

1 1 

1.44 

3.81 

174.7 

17 

62 

593 

44.8 

3.51 

3.57 

2.81 

3.85 

5.8 

Santa  Fe  Pacific 

12 

18 

4 

35 

0.10 

0.54 

157.6 

7 

27 

293 

53.4 

0.93 

0.52 

0.51 

0.85 

19.9 

Soo  Line 

12 

19 

28 

194 

0.00 

0.00 

9.5 

-7 

20 

30 

44.9 

1.64 

0.10 

NA 

0.55 

12.9 

Union  Pacific 

12 

73 

38 

13 

2.20 

3.03 

100.9 

1 

60 

646 

52.2 

4.90 

5.55 

5.78 

593 

3.2 

(ciTRANSPORTATION  SERVICES 
GROUP  AVERAGE 

31 

18 

12 

0.68 

2.14 

27.6 

8 

63 

147 

8S.9 

1.83 

2.50 

4.94 

3.18 

12.4 

Air  Express  International          12  15  7  9  0.00  0.00  4.8  -13  36  34  30.1  1.64  1.67  6.58  1.93  14.7  ^ 

Airborne  Freight                       12  38  20  18  0.60  1.59  7,0  75  63  73  101.2  1.01  2.12  1.32  2.39  23.1 

Avondale  Industries                  12  15  16  6  0.92  6.34  15.6  2  49  62  72.0  0.59  2.44  NA  2.77  4.1 

Federal  Express  05  47  29  14  0.00  0.00  52.7  -5  71  350  85.7  3.18  3.34  4.35  4.44  13.6 


Gotx 

12 

67 

29 

10 

2.00 

3.00 

8.9 

19 

85 

134 

103.4 

5.04 

6,48 

7.32 

7,05 

3.9 

PHH 

04 

36 

21 

1 1 

1.16 

3.22 

16.9 

4 

82 

138 

36.2 

2.91 

3.22 

2.55 

3.62 

0.8 

Ryder  System 

12 

22 

19 

19 

0.60 

2.76 

75.9 

-20 

78 

293 

1 17.6 

1.61 

1.15 

1.41 

1,99 

18.6 

Subaru  of  America 

10 

7 

4 

NM 

0.00 

0.00 

48.5 

13 

20 

59 

87.2 

-1.19 

-0.97 

NA 

0.03 

1034,0 

Trinity  Industries 

03 

34 

14 

1  1 

0.80 

2.37 

18.2 

0 

88 

177 

139.9 

1.66 

3.11 

1 1.06 

4.39 

20,9 

(d) TRUCKING  &  SHIPPING 

GROUP  AVERAGE 

27 

20 

19 

0.77 

2.99 

26.0 

-9 

60 

134 

83.8 

2.33 

1.53 

1.65 

2.22 

20.9 

Alexander  &  Baldwin 

12 

36 

13 

15 

0.80 

2.25 

46.1 

4 

46 

177 

53.4 

2.70 

2.39 

3.27 

3.19 

21,1 

American  President 

12 

30 

30 

31 

0.60 

2.03 

18.1 

-7 

49 

97 

68.2 

3.46 

0.94 

1.19 

2.02 

36,9 

Carolina  Freight 

12 

18 

20 

19 

0.60 

3.27 

6.5 

-25 

69 

54 

56.1 

1.50 

0.94 

0.92 

1.64 

32.2 

Consolidated  Freightways 

12 

28 

20 

25 

1.06 

3.85 

37.3 

-18 

60 

225 

144.7 

3.00 

1.12 

1.67 

2.13 

22.4 

Preston 

12 

13 

20 

16 

0.50 

3.85 

5.8 

-26 

59 

40 

85.7 

1.27 

0.84 

0.43 

1.34 

13.0 

Roadway  Services 

12 

40 

18 

16 

1.10 

2.77 

39.1 

29 

64 

167 

68.2 

2.00 

2.46 

1.89 

2.78 

8.5 

Yellow  Freight  System 

12 

26 

15 

13 

0.76 

2.90 

28.8 

-17 

73 

177 

1 10.0 

2,40 

2.01 

2.21 

2.42 

12.5 

24  UTILITIES 

INDUSTRY  AVERAGE 

31 

22 

14 

1.87 

5.86 

99.0 

23 

41 

258 

51.1 

2.12 

2.56 

2.64 

2.78 

6.5 

lalELEaRIC 

GROUP  AVERAGE 

30 

23 

1 1 

1.91 

6.12 

121.9 

18 

39 

279 

49.7 

2.40 

2.77 

2.76 

2.94 

5.7 

Allegheny  Power  System 

12 

41 

30 

1 1 

3.08 

7.44 

52.6 

12 

38 

268 

42.1 

3,96 

3.91 

4.13 

4,00 

2.2 

American  Electric  Power 

12 

31 

22 

10 

2.40 

7.74 

193.5 

14 

35 

468 

40.2 

3,24 

3.16 

3.27 

3.23 

2.7 

American  Water  Works 

12 

18 

16 

10 

0.74 

4.14 

30.5 

4 

45 

102 

26.2 

1,84 

1.85 

2.00 

1.98 

5.5 

Baltimore  Gas  &  Electric 

12 

33 

25 

10 

2.10 

6.39 

80.1 

7 

39 

294 

46.9 

3,47 

3.17 

3.60 

3.33 

3.9 

Boston  Edison 

12 

21 

22 

13 

1.82 

8.56 

38.4 

30 

18 

100 

71.1 

1,86 

1.65 

1.57 

1.90 

5.2 

Carolina  Power  &  Light 

12 

45 

30 

1  1 

2.84 

6.33 

80.4 

20 

41 

320 

42.6 

2,04 

4.09 

3.01 

4.19 

2.7 

Centerior  Energy 

12 

20 

20 

10 

1.60 

8.15 

140.7 

45 

22 

164 

49.9 

-0,73 

1.95 

1.80 

2.07 

5.3 

Central  &  South  West 

12 

38 

28 

1 1 

2.60 

6.93 

94.1 

17 

51 

390 

44.4 

3,43 

3.39 

3.52 

3.67 

4.9 

Cincinnati  Gas  &  Electric 

12 

31 

24 

8 

2.32 

7.58 

50.8 

19 

38 

165 

53.4 

4,32 

4.01 

4.15 

4.08 

2.4 

CMS  Energy 

12 

34 

23 

9 

0.10 

0.29 

82.1 

41 

60 

189 

62.6 

3,31 

3.69 

4.77 

3.35 

9.6 

Commonwealth  Edison 

12 

39 

33 

12 

3.00 

7.69 

211.7 

18 

49 

538 

43.2 

3,01 

3.23 

3.06 

3.83 

6,2 

Consolidated  Edison 

12 

27 

19 

1 1 

1.72 

6.34 

228.1 

17 

32 

414 

35.5 

2,47 

2.41 

2.46 

2.46 

2,9 

Detroit  Edison 

12 

25 

16 

10 

1.68 

6.72 

146.8 

44 

31 

224 

48.6 

-1,95 

2.46 

2.91 

2.58 

6.6 

Dominion  Resources 

12 

45 

34 

1 1 

3.32 

7.40 

100.2 

9 

36 

384 

46.0 

4,52 

4.13 

4.77 

4.45 

2.5  1 

Duke  Power 

12 

53 

36 

11 

3.12 

5.86 

101.3 

15 

46 

419 

30.3 

3,90 

4.69 

4.56 

4.85 

4.0 

Entergy 

12 

22 

21 

10 

1.00 

4.49 

204.6 

39 

72 

275 

38.6 

2,01 

2.16 

1.84 

2.32 

3.4 

Florida  Progress 

12 

38 

27 

10 

2.64 

6.95 

51.1 

9 

34 

243 

42.0 

3,52 

3.63 

4.00 

3.76 

1.4 

FPL  Group 

12 

34 

26 

1 1 

2.28 

6.76 

132.2 

9 

49 

462 

45.9 

3,42 

3.21 

3.49 

3.34 

3.5 

General  Public  Utilities 

12 

45 

38 

9 

2.20 

4.85 

55.4 

14 

68 

170 

68.2 

4,75 

4.91 

7.01 

5.07 

2.8 

Gulf  States  Utilities 

12 

12 

19 

34 

0.00 

0.00 

108.1 

46 

48 

138 

76.4 

0,50 

0.33 

0.28 

0.97 

21.6 

Houston  Industries 

12 

35 

28 

12 

2.96 

8.55 

125.6 

31 

65 

409 

62.4 

3,34 

2.79 

2.86 

3.11 

7.7 

1     Illinois  Power 

12 

18 

21 

20 

0.00 

0.00 

75.5 

-6 

35 

153 

121.1 

1,66 

0.89 

0.97 

1.45 

18.7 

1      Long  Island  Lighting 

12 

19 

21 

9 

1.00 

5.30 

111.2 

48 

57 

157 

84.1 

2,02 

2.04 

1.55 

2.32 

8.3 

1     New  England  Electric  System 

12 

27 

18 

1 1 

2.04 

7.52 

58.4 

15 

27 

191 

30.3 

-0,94 

2.37 

2.43 

2.61 

6.1 

'     \\.  Y.  State  Electric  &  Gas 

12 

27 

21 

10 

2.04 

7.52 

57.4 

21 

33 

161 

47.3 

2,81 

2.74 

1.73 

2.82 

3.1 

iviagara  Mohawk  Power 

12 

14 

14 

16 

0.00 

0.00 

136.1 

8 

34 

193 

72.7 

1,21 

0.89 

0.30 

1.34 

9.9 

!      N-pscc  Irdustries 

12 

19 

14 

1 1 

0.84 

4.54 

73.4 

33 

68 

171 

70.0 

1,41 

1.63 

1.17 

1.76 

6.0 

Northeast  Utilities 

12 

21 

16 

10 

1.76 

8.23 

108.7 

8 

38 

216 

31.9 

2,07 

2.08 

1.81 

2.18 

3.2 

■  ■»1hern  Sta/^s  Power 

12 

38 

24 

12 

2.22 

5.84 

62.5 

16 

42 

261 

41.0 

3,11 

3.23 

3.26 

3.35 

2.8 

:  Edison 

12 

23 

17 

10 

1.96 

8.43 

152.6 

23 

22 

267 

39.1 

1,22 

2.31 

1.68 

2.25 

5.4 

■  '1c  Gas  &  L  ectrie 

12 

21 

17 

1 1 

1.40 

6.55 

424.5 

26 

36 

369 

27,5 

-0,10 

1.96 

1.50 

2.08 

3.3 

1         :■  'iCorp 

12 

44 

24 

12 

2.76 

6.29 

123.3 

25 

32 

366 

34,9 

3,46 

3.68 

3.66 

3.82 

2.6 
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XEROX 


One  of  the  many  things 
your  ffngers  don't  have 
to  do  yiMt  our  copiers. 


At  Xerox,  we"\c  always  believed  in  mak- 
ing our  own  luck. 

Which  is  why  our  midsized  copiers  are 
designed  to  do  everything  you  ask  of 
them,  time  after  time,  copy  after  copy. 

But  they're  more  than  reliable.  They're 
easy  to  use.  Even  the  most  complicated 
tasks— like  turning  a  batch  of  mixed- 
sized  originals  into  a  set  of  uniform 
copies  or  copying  computer  forms -are 
now  as  simple  as  making  a  single  copy 
on  a  desktop  model.  There  are  even 
fewer  buttons  to  press. 


As  for  copy  quality,  that's  another  thing 
you  can  take  for  granted.  Because  our 
breakthrough  microprocessor  technol- 
ogy automatically  monitors  copy  quality 
and  makes  sure  every  copy  is  as  clean 
and  sharp  as  the  first. 

So  find  out  more  about  how  Xerox 
makes  copying  quick  and  easy  by  call- 
ing l-800-TEAM-XRX,  Ext.  1027. 

And  save  your  luck  for  the  lottery. 
Team  Xerox.  Mfe  document  the  world. 


Yes,  I  d  like  to  Iciirn  more  about  Xerox  midsized 
copiers  and  how  they  can  make  copying  quick  and  easy 

□  Please  send  me  information 

□  Please  have  a  sale.s  representative  contact  me 
Send  this  coupon  to: 

Xerox  Corporation,  PC.  Box  24,  Rochester,  NY  14642 


ADDKhSS 

CITY  STATE 

0003-12-25-89 

Or  call  l-800-TEAM-XRX,Ext.  1027 
(1-800-832-6979,  Ext.  1027). 

XEROX'  IS  a  trademark  of  XEROX  CORPORATION 


COMPANY 

FY 

RECENT 

PRICE 

BOOK 
VALUE 

SHARE 

P-E 
RATIO 

EST 

1989 
DIVI- 

RATE 

YIELD 

% 

SHRS, 
MILS 

1989 
MARKET 

VALUE 

INSTITUTIONAL 

HOLDINGS 
%  NUMBER 

1989 
TURN- 
OVER 

EARNINGS  PER  SHARE 

1 990  ESTIMATES 

FROM  ANALYSTS 

1989      BASED  ON  VARI- 
1988       ANALYST      5-YEAR        CON-  ATK» 
ACTUAL        EST         TREND       SENSUS  % 

Pennsylvf»inia  Power  &  Light 

1 2 

42 

OQ 
^0 

1 2 

2  86 

6  77 

75  4 

J  7 

0  1 

229 

28  1 

3  73 

3  67 

3  92 

3  79 

Philadciphio  Electric 

1 2 

22 

1 8 

1 0 

2  20 

9  94 

209  7 

1 2 

23 

259 

39.8 

2,33 

2.30 

2.19 

2.35 

5.1 

Pinnacle  West  Capital 

1 2 

23 

0  00 

0  00 

86  7 

—67 

23 

167 

89.5 

0.05 

0.95 

0.19 

1.68 

36.3 

Potomac  Electric  Power 

12 

22 

14 

10 

1.46 

6.60 

95.1 

10 

25 

275 

44.1 

2. 14 

2.12 

2.37 

2.20 

3.0 

Public  Service  of  Colorado 

1 2 

26 

2  00 

7  62 

52  5 

22 

36 

175 

67  7 

2.14 

2.44 

2.34 

2.51 

5.7 

Public  Service  Enterprise 

1 2 

28 

2  04 

7  25 

21 1  1 

1 8 

35 

383 

30  5 

2.57 

2.58 

2.49 

2.72 

oo! 

Son  DieQO  Oos  &  Electric 

1 2 

43 

1 4 

0  7n 

6  24 

55  9 

1 3 

20 

166 

35  2 

3.18 

3.19 

3.19 

3.25 

2.8 

SCEcorp 

12 

38 

24 

1  1 

2.56 

6.69 

218.5 

18 

35 

526 

28.3 

3.49 

3.55 

3.54 

3.66 

3.3 

Southern 

12 

28 

22 

10 

2.14 

7.64 

315.7 

25 

31 

438 

33.7 

2.72 

2.74 

2.38 

2.82 

4.6 

Texas  Utilities 

12 

34 

34 

8 

2.92 

8.53 

181.5 

31 

55 

504 

96.4 

4.00 

4.21 

4.22 

4.18 

5.2 

Union  Electric 

12 

28 

18 

1 1 

2.00 

7.21 

102.1 

15 

34 

237 

35.0 

2.56 

2.58 

2.55 

2.67 

2.6 

Wisconsin  Energy 

12 

30 

19 

1 1 

1.66 

5.58 

67.4 

10 

37 

271 

43.0 

2.73 

2.82 

2.98 

2.95 

3.0 

(b)GA$  &  TRANSMISSION 

GROUP  AVERAGE 

35 

20 

19 

1.75 

5.23 

43.2 

35 

45 

208 

54.5 

1.44 

2.04 

2.29 

2.38 

8.5 

ArKia 

1  0 

ZD 

7 

20 

1  08 

4  34 

84  6 

24 

64 

328 

52  4 

1  39 

1  2 1 

1 .26 

1 .55 

8.0 

Atlanta  Oas  Light 

09 

28 

1 8 

1  96 

6  94 

21 .7 

1  4 

23 

108 

29.8 

2.25 

1.90* 

1.97 

2.37 

4.9 

Brooklyn  Union  Gas 

09 

30 

2 1 

1  0 

1  7Q 
1 .  /  0 

6  01 

24  0 

27 

24 

107 

23  6 

2.49 

2.52* 

2.49 

2.63 

3.9 

Columbia  Oas  System 

12 

48 

34 

18 

2.00 

4.19 

45.5 

39 

56 

299 

79.8 

2.46 

2.63 

2.03 

3.02 

8.9 

Consolidated  Natural  Gas 

1 2 

46 

1 9 

OA 
ZKJ 

1 .76 

0  QO 

o  J.  / 

1 6 

34 

366 

24  5 

2.34 

2.29 

2.17 

2.76 

11.6 

Diversified  Energies 

1  0 

J  / 

1  Q 
1  o 

1  8 

1  56 

4  26 

15  9 

48 

30 

91 

68  9 

2.00 

2.03 

1.78 

2.37 

2.9 

Enron 

1 2 

56 

29 

26 

0  /IQ 

6 1 

52 

287 

43  2 

1.99 

2.10 

0.80 

2.49 

18.0 

Enserch 

12 

24 

10 

25 

0.80 

3.35 

58.3 

27 

67 

237 

77.0 

-0.07 

0.97 

0.30 

1.26 

15.0 

MCN 

12 

22 

13 

10 

1.57 

7.24 

23.2 

33 

44 

99 

42.7 

2.32 

2.19 

NA 

2.19 

5.5 

National  Fuel  Gas 

09 

26 

17 

13 

1.34 

5.15 

28.2 

48 

31 

93 

31.4 

1.65 

1.93* 

1.63 

2.14 

4.3 

Nicor 

12 

41 

21 

1  1 

2.00 

4.83 

29.6 

32 

48 

172 

43.4 

3.48 

3.69 

1 1.97 

3.91 

2.0 

Pacific  Enterprises 

12 

48 

29 

16 

3.48 

7.25 

64.6 

30 

24 

250 

28.1 

3.51 

3.02 

2.97 

3.24 

7.2 

Panhandle  Eastern 
Peoples  Energy 
Sonat 

12 
09 
12 

29 
25 
46 

17 
17 

27 

35 
10 
22 

2.00 
1.60 
2.00 

6.93 
6.53 
4.31 

86.6 
32.6 
41.0 

72 
27 
62 

57 
38 
62 

326 
186 
287 

1 15.6 
27.4 
55.1 

-3.13 
2.31 
2.09 

0.83 

2.39* 

2.09 

0.69 
2.24 
1.54 

1.44 

2,40 
2.26 

10.8 
2.9 
10.6 

Southwest  Gas 
Transco  Energy 
Williams 

12 
12 
12 

18 
48 
39 

17 
18 
23 

9 
28 
33 

1.40 
1.36 
1.40 

8.00 
2.83 
3.62 

19.0 
30.4 
38.1 

1 

37 
27 

30 
48 

73 

84 

190 
228 

39.4 
84.1 
1  15.3 

2.13 
-3.18 
-0.13 

1.96 
1.73 
1.18 

2.18 
NA 
0.63 

2.22 
2.74 
1.93 

2.4 
11.1 
22.1 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  compony  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  10c 
AAR  21b 

Abbott  Laboratories  12d 
Acme  Steel  16b 
Adio  Services  21e 
Advanced  Wicro  9d 
Advo-System  21  d 
Aetna  Life  &  Casualty  1  7b 
AfRliated  Pubs.  20b 
Ahmanson  (H.  F.)  1  7e 
Air  Express  Intl  23« 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23a 
Albany  International  1  5d 
Alberto- Culver  6d 
Albertson's  lOc 
aIco  Stondord  5 
Alcoa  16a 

Alexander  &  Alex,  17a 
Alexander  &  Baldwin  23d 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allied-Signol  5 
Mitel  22b 

'  M  International  1 8b 
Arnax  16o 
Ambose  17b 
Amdahl  f  eb 
Amercdo  Hesi  lib 
America  West  SSo 
.■Vfrericar^  Brands  6e 
Ameri'tar.  building  2Se 
.s/r.e;ico^  Cyanamid  4 
An>«rirQn  f:lectric  24« 
Anoer-f-on  Express  l7o 


Americon  Fomily  17b 
American  General  17b 
American  Greetings  14d 
American  Home  12b 
Amencan  Intl.  17b 
American  Medical  12c 
American  Notional  17b 
American  President  23d 
American  Savings  1  7c 
American  Stores  lOc 
American  TV  20a 
Amencan  Water  24a 
Amentech  22b 
AmeriTrust  3b 
Ames  Department  Stores  8 
Ametek  9o 
Amoco  1  lb 
AMP  9d 
AMR  23a 
Anocomp  1 8a 
Analog  Devices  9d 
Anchor  Glass  Conto.ner  7a 
Anheuser-Busch  6c 
Aon  17b 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Archer  Darnels  10b 
Arco  Chemical  4 
Aristech  Chemical  4 
Arkia  24b 
Armco  16b 
Armstrong  World  6b 
Arrov/  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  lib 
AJ;  I  Reseorch  1  8b 
Asser  Investors  13b 


AT&T  22a 

Atori  18b 
Atkinson  (G.  F.)21a 
Atlonto  Gas  Light  24b 
Atlantic  Richfield  lib 
Automatic  Doto  18c 
Avery  International  15a 
Avnet21b 
Avon  Products  6d 
Avondole  Industries  23c 
AVX  9d 

B 


Baker  Hughes  1  1c 
Ball  7a 

Bally  Mfg.  I4d 

Baltimore  G&E  24a 

Banc  One  3b 

Bandog  2c 

Bonk  of  Boston  3a 

Bank  of  New  England  3a 

Bonk  of  New  York  3a 

BankAmerico  3d 

Bankers  Trust  New  York  3a 

Banto  21d 

BordIC  R.)  12d 

Barnes  Group  13a 

Bornett  Banks  3c 

Bosseft  Furniture  6b 

Bausch  &  Lomb  12d 

Baxter  International  12d 

Bear  Stearns  t7a 

Bearings  21b 

Becton,  Dickinson  12d 

Bell  Atlantic  22b 

Bell  Industries  21b 

BellSouth  22b 

Bemis  7b 


Benefciol  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Belz  Laboratories  4 
Beverly  Enterprises  12c 
Bindley  Western  12a 
Birminghom  Steel  16b 
Black  &  Decker  1  Sb 
Blair  8 

Block  (H&R)  17a 
BMA 17b 

Boatmen's  Bancshores  3b 
Bob  Evans  Forms  14a 
Boeing  I 

Boise  Cascade  19a 

Borden  10b 

Boston  Edison  24a 

Bowoter  19b 

Briggs  &  Strotton  1  5c 

Bristol-Myers  Squibb  12d 

Broad  13b 

Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferris  21c 
Bruno's  10c 
Brunswick  14d 
Burlington  Northern  23b 
Businesslorid  18a 
Butler  Mfg.  21a 


Cabot  4 

Caesars  World  14c 
ColFed  1 7< 

Cameron  Iron  Works  11c 
Compbell  Soup  10b 


Copitol  Cities/ABC  20a 
Capital  Holding  17b 
Cardinal  Distribution  12a 
Carlisle  2c 

Cornivol  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech  16b 
Carter  Howley  Hale  8 
Casey's  General  10c 
Castle  &  Cooke  10b 
Castle  (A.  M.)21b 
Caterpillar  1  5c 
CBI  Industries  1  Ic 
CBS  20a 
CDI  21e 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Champion  Intl.  19b 
Charming  Shoppes  8 
Chase  Manhattan  3c 
Chemed  6d 
Chemical  Bonking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  1  lb 
Child  World  8 
Chrysler  2a 
Chubb  17b 
Cigna  17b 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cincinnati  Milacron  1  Sb 
Circle  K  10c 
Circuit  City  Stores  6b 
Circus  Circus  14c 


Citicorp  3a 
Citizens  &  Southern  3c 
Clark  Equipment  1  5b 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coachmen  Industries  14d 
Coost  Sovings  1  7c 
Coostal  lib 
Coco-Colo  6c 
Coca-Colo  Enterprises  6c 
Colgate-Palmolive  6d 
Columbio  Gas  24b 
Collins  Foods  14a 
Combustion  Eng  21a 
Comcast  20a 
Comdisco  18c 
Comerico  3b 
Commerce  Clearing  20b 
Commercial  Metals  16b 
Commonwealth  Ed,  24a 
Compaq  Computer  18b 
Computer  Associates  I8c 
Computer  Sciences  18c 
ConAgra  10b 
Conseco  1 7b 
Consolidated  Edison  24a 
Cons.  Freightways  23d 
Cons-  Natural  Gas  24b 
Consolidated  Popers  19b 
Consolidated  Roil  23b 
Consolidated  Stores  8 
Constor  Infeinotionol  7a 
Contel  22b 
Continental  Bank  3b 
Continental  Corp.  17b 
Control  Data  18b 
Cooper  Industries  9a 


Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStotes  Financial  3a 
Corning  1  5a 
Corroon  &  Black  17a 
Costco  Wholesale  8 
CPC  Internotional  lOb 
Crone  1  5a 
Cray  Research  18b 
Creslor  Finonciol  3c 
Cross  &  Trecker  1  5b 
CrossLand  Sovings  1  7c 
Crown  Central  lib 
Crown  Cork  &  Seal  7a 
CR5S21a 

Crystal  Brands  6a 
CSX  23b 

Cummins  Engine  2b 
Curtice*Burns  Foods  10b 
Cyprus  Minerals  1  6c 


18b 

i8 


Dona  2b 
Donoher  2b 
DotQ  General 
Dayton  Hudsc 
De  Soto  13a 
Dean  Foods  lOb 
Deere  15c 
Delchomps  lOc 
Delta  Air  Lines  23a 
Deluxe  18a 
Dennison  Mfg  18a 
Detroit  Edison  24a 
Dexter  4 

Diamond  Shamrock  lib 
Dibrell  Brothers  6e 
Diebold  18a 


Digital  Equipment  18t 
Dillard  8 
Dime  Savings  Bonk  17 
Disney  (Walt)  14b 
Diversified  Energies  2^1 
Dixie  Yarns  1  5d 
Dollar  General  8 
Dominion  Resources  24 
Donnelley  (R.  R.)21d 
Dover  1 5c 
Dow  Chemical  4 
Dow  Jones  20b 
Dresser  Industries  1 1c 
Du  Pont  4 
Duke  Power  24a 
Dun  &  Brodstreet  20b 
Durr-Fillauer  Medical  1. 


E-Systems  9b 
Eagle-Picher  Industries 
Eastman  Kodak  I4d 
Eaton  2b 
Echlin  2b 
Ecolob  6d 
Edison  Brothers  8 
Edwards  (A,  G  )  17a 
EG&G21a 
Emerson  Electric  9a 
Emerson  Radio  6b 
Engelhard  4 
Enron  24b 
Enserch  24b 
Entergy  24a 
Equifax  17a 
Esselte  Business  18a 
Ethyl  4 
Exxon  lib 
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INVESTMENT  SCOREBO^ 


The  character 
of  international  banking 
with  Sumitomo. 


In  Japanese,  friendship  has  a  special  character;  the  character  tomo  irhich  appears  in  our  name. 
Everyone  writes  it  a  little  bit  differently,  with  a  personality  all  his  own. 
That's  something  we  at  Sumitomo  Bank  keep  in  mind  when  we  deal  with  our  customers, 
combining  our  specialized  expertise  in  international  banking 
with  original  thinking  to  offer  service  with  just  the  right  character  to  fit  their  pariicular  needs. 
In  todays  competitive  financial  environment,  were  friends  indeed  —  the  friends  you  need. 

Sumitomo:  the  bank  with  friendship  in  its  name. 


^  SUMITOMO  BANK 

3-2,  Marunouthi  l-chome,  Chiyoda-ku,  Tokyo  100,  Japan.  Tel:  03-282-5111 


i^LPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboord  category  under  which  it  is  listed 
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Family  Dollof  Stores  8 
Fay's  12a 
Federal  Express  23< 
Federal  Natl.  Mtg  17a 
Federal  Paper  Board  7b 
Federal-Mogul  2b 
Ferro  4 

FHP  International  12c 
Fieldcrest  Cannon  I  5d 
Figgie  International  5 
Finevest  Foods  10a 
Fireman's  Fund  17b 
First  Amer.  Financiol  17a 
First  Bonk  System  3b 
First  Copital  Holdings  17b 
First  Chicago  3b 
First  City  Bancorp  3d 
First  Fidelity  3a 
First  Financiol  Mgmt.  18c 
First  Interstate  Boncorp  3d 
First  Mississippi  4 
First  Union  3c 
First  Wochovio  3c 
Fleel/Norslor  3a 
Fleetwood  Ents-  i4d 
Fleming  lOa 
Florida  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
FMC  ISc 
Food  Lion  10c 
Ford  Motor  2a 
Foster  Wheeler  21a 
FoKboro  9c 
FPL  Group  24a 
Freeport-McMoRon  4 
Fruit  of  the  Loom  6a 
Fuller  |H.  B.)4 
Fuqua  Industries  5 


r7b 


]6c 


Gonnett  20b 
Gop8 

GotK  23c 
Gaylord  Contoi 
Geico  17b 
GenCorp  1 
General  Cinemi 
Gen  Development  13b 
Generol  Dynomics  1 
General  Electric  S 
General  Host  5 
General  Instrument  9b 
General  Mills  lOb 
General  Motors  2a 
General  Public  Uts.  24a 
General  Re  17b 
General  Signal  9c 
Genesco  8 
Genuine  Ports  21b 
Georgio  Gulf  4 
Georgio-Pocific  19a 
Gerber  Products  10b 
Getly  Petroleum  21b 
I  Giant  Food  ICc 
:  ""ibson  Greetings  ?4d 
(  <:ielle  6d 
GlorielterlP  H.)  !9b 
Glen(ed  17c 
Golden  West  1 7c 
Goodrich  (B.  F.)  4 
;  C-x^yr-ar  lire&R  Abc 
j  GoulJs  Pumps  1  Sc 
'  Gr^ce  rw.  R.)4 

■-j.  g.-.-  >/  W.)2Ib 
:         >^^ie;!canBanlt  I'i' 
I         AAi>  lOc 
I  O.      cot.es  Chemical  4 


Great  Northern  19b 
Greet  Western  1  7c 
Greyhound  5 
Grummon  1 
GTE  22b 
Guillord  Mills  ISd 
Gulf  States  Ulilihes  24a 

H 


Halliburton  I  Ic 
Hondlemon  21  e 
Handy  &  Hormon  1  6c 
HonnolM  A|4 
Honnalord  Brothers  lOc 
Horcourt  Broce  20b 
Horley-Dovidson  14d 
Harmon  Internotionol  14d 
Hornischfeger  15c 
Horns  9b 
Horsco  1  5a 
Hortford  Sleom  17b 
Hortmorx  6a 
Hasbro  14d 
Heolthco  Intl  12d 
Hechlnger  8 
Heinz  (H  J.|  lOb 
Helene  Curtis  Industries  6d 
Henley  Group  9c 
Hercules  4 
Hershey  Foods  10b 
Hewlett  Pockard  18b 
Highlond  Superstores  6b 
Hillenbrand  15a 
Hills  Department  Stores  8 
Hilton  Hotels  14c 
Himont  4 
Holiday  14c 
Home  Depot  8 
Home  Shopping  8 
HomeFed  1 7c 
HON  Industries  18a 
Honeywell  9c 
Hormel  (Geo  A.)  10b 
Household  Internotionol  5 
Houston  Industries  24a 
Hubbell  9a 
Hudson  Foods  10b 
Hughes  Supply  13a 
Humana  12c 

I 


2c 


IBM  ISb 
IBP  10b 
ICH  17b 

Illinois  Power  24a 
Illinois  Tool  Works  1  5a 
IMC  Fertilizer  4 
Imo  Industries  9c 
Imperial  Corp  1  7c 
Independent  Ins  17b 
Ingersoll  Rand  1  5c 
Ingles  Markets  lOc 
Inland  Steel  16b 
Inspiration  Resources  1  6c 
Intel  9d 
Intergraph  18b 
Interlake  1  5c 
International  Flavors  6d 
International  Minerals  4 
Intl.  Multifoods  10a 
International  Paper  19b 
Interpublic  Group  21  d 
InterTon  6b 
ItelS 

ns 


:icobs  Engineering  21a 
J'imes  River  19b 
J.-1-iesway  8 

L.TSon  Smurfit  7b 


JefFerson-Pilot  17b 
Jerrico  14a 

Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jostens  1 5a 
JWP21e 


K  mart  8 
Komon  1 

Kansas  City  Southern  23b 
Korcher  (Carl)  14a 
Koufman&  Brood  13b 
Koy  Jewelers  8 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21c 
Kemper  1 7b 
Kennometal  1 5b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  Internotional  6b 
Kimberly-Clork  19b 
Knight-Ridder  20b 
Kroger  10c 


La-Z-Boy  Choir  6b 
Loforge  13a 
Lancaster  Colony  6b 
Lance  10b 
Lands'  End  8 
Leggett  8.  Plait  6b 
Leslie  Foy  6a 
Liberty  17b 
Lilly  (Elil  12b 
Limited  8 

LIN  Broadcasting  20a 
Lincoln  Notionol  17b 
Litton  Industries  9b 
Liz  Cloiborne  6a 
Lockheed  1 
Loctite  4 
Loews  17a 
Lomas  Financial  17a 
Lone  Star  Techs.  16b 
Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  I  8c 
Louisiana  Land  lib 
Louisiana-Pacific  19a 
Lowe's  8 

LPL  Technologies  9d 
LTV  5 
Lubrizol  4 
Lukens  16b 

M 


Ma/tog  6b 
MCA  14b 

McCow  Cellular  22a 

McCormick  10b 
McDonald's  14a 
McDermott  Intl  21a 
McDonnell  Douglas  I 
McGrow  Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN  24b 
Meod  19b 

Medco  Containment  12a 
Medio  General  20b 
MedTronic  12d 
Mellon  Bank  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Merrill  Lynch  17a 
Meyer  (Fred)  8 
Michigon  Notional  3b 
Microsoft  ISc 
Midlonhc  3a 
Midwoy  Airlines  23a 
Miller  IHermon)  18a 
Millipore  9c 
Minnesota  Mining  1  5a 
Mitchell  Energy  lib 
MNC  Finonciol  3a 
Mobil  lib 
Modtne  Mtg  2b 
Molex  9d 

Monorch  Capitol  17b 
Monsanto  4 
Morgan  (J.  P.)  3a 
Morgon  Products  21b 
Morgan  Stanley  17a 
Morrison  14a 
Morrison  Knudsen  21a 
Motorolo  9b 
Multimedio  20a 

Murphy  Oil  1  1  b 

N 


M/A-Com  22a 
Mock  Trucks  2a 
Mogmo  Copper  1 6c 
MogneTek  9a 
MAI  Bosic  Four  18b 
Manor  Care  12c 
Manufacturers  Hanover  3a 
Manufacturers  Notl.  3b 
Monville  13a 
Mopco  lib 

Morion  Laboratories  12b 

Mornon  14c 

Morsh  &  McLennan  17a 

Marsh  Supermarkets  lOc 

Marshall  Industries  21b 

Martin  MorieMo  1 

Masco  6b 

Mosco  Industries  2b 

Mattel  14d 

Maxus  Energy  lib 

May  Deportment  Stores  8 


Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norton  I  Sa 
Norwest  3b 
Noxell  6d 
Nucor  16b 
NWNL  17b 
Nynex  22b 


Occidental  Pet.  lib 
Ogden  5 
Ohio  Edison  24a 
Olin4 
Olsten  21  e 
Omnicom  Group  21  d 
Oracle  Systems  18c 
Orion  Capital  17b 
Orion  Pictures  14b 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Nocco  Industries  11a 
Nolco  Chemical  4 
Nash  Finch  lOa 
Noshuo  18a 
Notional  City  3b 
Natl.  Convenience  lOc 
Notionol  Education  21e 
Notional  Fuel  Gos  24b 
Notional  Intergroup  5 
Notionol  Medicol  12c 
Notionol  Semtcond.  9d 
Notional  Service  9a 
Navistar  International  2a 
NBD  Boncorp  3b 
NCH  6d 
NCNB  3c 
NCR  18b 

Neimon-Morcus  Group  8 
Nerco  I  la 

New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  1  5a 
Newmont  Gold  16c 
Newmont  Mining  1  6c 
Niogaro  Mohowk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  1 1c 
Nordstrom  8 
Norfolk  Southern  23b 
Northeost  Savings  17c 
Northeast  Utilities  24a 


Paccar  2a 
Pace  Membership  8 
Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telesis  Group  22b 
PocifiCore  Health  12c 
PocifiCorp  24a 
PotneWebber  Group  17a 
Poll  5 

Pon  Am  23a 

Ponhondle  Eostern  24b 
jmount  Comms  14b 
Parker  Hannifin  1  5a 
Penn  Central  5 
Penney  (J  C.|  8 
Pennsylvania  Power  24a 
Pennzoil  lib 
Pentoir  15c 
Peoples  Energy  24b 
Pep  Boys  2b 
PepsiCo  6c 
Perini  13b 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philodelphio  Electric  24a 
Philip  Morris  6e 
Philips  Industries  1  5a 
Phillips  Petroleum  lib 
Phillips-Von  Heusen  6a 
PHM  13b 
Pic  'N'  Save  8 
Pier  1  Imports  6b 
Pilgrim's  Pride  10b 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pitney  Bowes  18a 
Pitlslon  I  la 
PNC  Finonciol  3a 
Polaroid  I4d 
Pope  &  Tolbol  19a 
Pollotch  7b 
Potomac  Electric  24a 
PPG  Industnes  13a 
Precision  Costports  16c 
Premork  International  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 

Prime  Computer  I  8b 


Primerico  _1 7a 
Procter  &  Gomble  6d 
Progressive  17b 
Provident  Life  I  7b 
PS  Co.  of  Colorodo  24a 
Public  Service  Ent.  24a 


Quaker  Oots  lOb 
Quaker  Stole  lib 
Quonex  16b 
Quantum  Chemical  4 


Rolston  Puiino  10b 
Ramodo  14c 
Raychein  9a 
Roytheon  9b 
Reebok  International  6a 
Relionce  Group  17b 
Republic  New  York  3a 
Rexene  4 

Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rile  Aid  12a 
Roadway  Services  23d 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm  8.  Hoos  4 
Rohr  Industries  1 
Rorer  Group  12b 
Rose's  Stores  8 
Ross  Stores  8 
Rouse  ISb 
Rubbermaid  1  5a 
Russell  6a 
Ryder  System  23c 
RykofT-Sexlon  10a 
Rylond  Group  13b 


Sofeco  1 7b 

Sofety  Kleen  21b 
Salem  Carpel  Mills  15d 
Salomon  1  7a 
Son  Diego  G&E  24a 
Santo  Fe  Pociflc  23b 
Sara  Lee  10b 
Savonnoh  Foods  10b 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulmon  |A  )  4 
Schultz  So.  O  Stores  lOc 
SCI  Systems  9b 
Scientific  Atlonto  22a 
Scott  Paper  19b 
Scripps  IE  W  )20b 
Seogote  Technology  18b 
Seors.  Roebuck  8 
Security  Pocific  3d 
Sequo  1 

Service  Corp.  Intl  21e 
Service  Merchandise  8 
Show  Industries  ISd 
Showmut  Notional  3a 
Sheorson  Lehmon  17o 
Sherwin-Williams  13a 
Shoney's  14a 
Signet  Bonking  3c 
Snop-on  Tools  15b 
Sonot  24b 
Sonoco  Products  7b 
Soo  Line  23b 
Southdown  13a 
Soulheosi  Bonking  3c 
Southern  24a 
So.  New  Eng  Tel  22b 
Southmark  13b 
Southwest  Airlines  23a 
Southwest  Gas  24b 
Southwestern  Bell  22b 


Sovron  Financial  3c 

UNC21e 

Spiegel  8 

Union  Camp  19b 

Sprogue  Technologies  9d 

Union  Corbide  4 

Springs  Industries  1  5d 

Union  Electric  24a 

SPS  Technologies  1  5a 

Union  Pacific  23b 

SPX  2b 

Union  Texas  lib 

Square  D  9a 

Unisys  18b 

St.  Poul  17b 

United  Arhsts  14b 

Slondord  Commercial  6e 

United  Healthcare  I2l 

Standard  Federal  17c 

United  Stotioners  2Ib 

Standard  Products  2b 

United  Technologies  1 

Stondord  Register  18a 

United  Telecomms.  22 

Stonhome  6d 

Univar21b 

Stanley  Works  1  5b 

Universol  6e 

Stewart  &  Stevenson  21b 

Universal  Foods  lOb 

Stone  Contoiner  7b 

Universal  Health  12c 

Storoge  Technology  18b 

Unocol  lib 

Strawbridge  &  Clothier  8 

Unum  17b 

Subaru  of  Americo  23c 

Upjohn  12b 

Sun  1  lb 

US  West  22b 

Sun  Microsystems  18c 

USAir  Group  23a 

Sundstrond  1 

USF8.G  17b 

SunTrust  Bonks  3c 

USG  13a 

Super  Food  Services  10a 

USLico  17b 

Super  Valu  Stores  10a 

USLife  17b 

Syntex  12b 

UST6C 

Sysco  lOa 

USX  5 

Tombronds  6d 
Tandem  Computers  1 8b 
Tandy  18b 
TBC21b 

Tektronix  9c 

Tele-Communications  20a 
Telecom-USA  22a 
Teledyne  5 
Telerote  17a 
Temple-Inland  7b 
Tenneco  5 
Teradyne  9c 
Texaco  1 1  b 
Texas  Air  23a 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
TGI  Friday's  14a 
Thermo  Electron  21a 
Thiokol  I 

Thomas  &  Betts  9d 
3M  1  5a 

Time  Warner  20b 
Times  Mirror  20b 
Timken  1  5c 
TJX  8 
Tonka  I4d 
Torchmork  17b 
Toro  6b 
Tosco  lib 
Toys'R'  Us  8 
Tronsomerico  1  7a 
Tronsco  Energy  24b 
Travelers  17b 
Tribune  20b 
Trinity  Industries  23c 
Trinova  1  5a 
TRW  5 
Turner  ISb 

Turner  Broadcasting  20a 
TW  Services  14a 
Tyco  Laboratories  1 5c 
Tyler  13a 
Tyson  Foods  lOb 


Valero  Energy  lib 
Valley  Notionol  3d 
Volmont  Industries  1  5aj 
Volspor  13a 
VF  6a 

Viacom  20a 
Vista  Chemical  4 
Vons  10c 
Vulcan  Material! 
VWR  21b 
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U.  S.  Bancorp  3d 

U.  S.  Healthcare  12c 

U.  S.  Home  13b 

U-  S.  Shoe  8 

UAL  23a 

UJB  Financial  3a 


Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Wong  Laboratories  181 
Worner-Lombert  12b 
Woshington  Natl.  17b 
Washington  Post  20b 
Waste  Management  21 
Weis  Morkets  10c 
Wells  Forgo  3d 
Wendy's  Intl.  14a 
Western  Digital  18b 
Western  Publishing  20b 
Westinghouse  Electric  9i 
Westmoreland  Cool  1 1* 
Westvaco  19b 
Wetterou  10a 
Weyerhoeuser  19a 
Whirlpool  6b 
Whitmon  S 
Wholesale  Club  8 
Willomette  Industries  19 
Willioms  24b 
Winn  Dixie  Stores  lOc 
Winnebago  Inds.  14d 
Wisconsin  Energy  24a 
Wiitco  4 
WLR  Foods  lOb 
Woolworth  8 
Worthington  Inds.  16b 
Wrigley(Win.)  Jr.  lOb 
Wyle  Laboratories  21b 
Wyse  Technology  18b 

XYZ 


Xerox  18b 
Yellow  Freight  23d 
Zenith  Electronics  18b 
Zenith  Notionol  17b 
Zurn  Industries  21a 
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Maybe  it  s  time 
you  kept  an  eye 
on  alltel. 


We're  building  a  presence  in  markets 
with  a  cellular  population  of  6,400,000. 


Through  its  strategic  position- 
ing efforts,  ALLTEL  is  building  a 
strong  cellular  presence  in  2 1 
states  with  6,400,000  cellular 
"pops"  (population  times  owner- 
ship interest.) 

Our  major  markets  have 
already  outperformed  growth 
forecasts.  And  we  have  been 
carefully  repositioning  our  stake 
in  smaller  markets  to  move  into 
faster-growing  Sun  Belt  systems. 

According  to  analysts,  the  value 
of  ALLTELs  cellular  holdings,  as 
a  percentage  of  the  corporation's 
total  market  capitalization,  gives  us 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 

Assets   $2.2  billion 

Revenues  and  Sales  $1.1  billion 

Reported 

Net  Income  $  125  million 

Earnings  Per  Share  .  .  $2.91/$  1.94* 

From  Operations  *  * 

Net  Income   $134  million 

Earnings  Per  Share  .  .  $3.13/$2.09* 

Current  Dividend  Rate  $1.28 

Average  Common 
Shares  Outstanding .  .  63.5  million ' 

'Restated  for  recent  3-for-2  stock  split 
"Excludes  One-Tune  Adjustments 
Ticker  Symbol:  AT  Listed  on  the  New  York 
and  Pacific  Stock  Exchanges 

ALLTEL  Corporation,  100  Executive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


^UXEL 

CORPORATION 

Excellence  in  Telecommunications 


one  of  the  best  relative  positions 
in  the  industry. 

Cellular  fits  neatly  into 
ALLTELs  strategy  of  enhancing 
long-term  earnings  by  expanding 
into  non- regulated  operations 
that  relate  to  our  core  business, 
telecommunications. 

Our  total  return  to  shareholders 
consistently  outpoints  the  Dow, 
Standard  &  Poor's  and  our  peer 
group  average  of  the  industry's 
15  largest  companies.  For  a  closer 
look  at  our  position  and  perform- 
ance, write  for  a  copy  of  our  latest 
annual  report. 


FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  Ameritech 

3.  Anritsu  Corporation 

4.  Dai-Ichi  Kangyo  Bank,  Limited 

5.  Parl^er  Hannifin  Corporation 

6.  Pliillips  Petroleum  Company 

FINANCIAL  PRODUCTS 
AND  SERVICES 

7.  BANCA  COMMERCIALE 
ITALIANA 

8.  Century' 21 
Commercial/Investment 
Services 

9.  CIGNA  Corporation 

10.  Continental  Bank 

11.  Credit  Suisse 

12.  Founders  Growth  Fund 

13.  Friess  Associates 

14.  T.  Rowe  Price 

15.  Twentieth  Century'  Investors, 
Inc. 

16.  Van  Kampen  Merritt 
PROBUaS/SERVICES 

17.  .'^cer 

18.  rjnerican  Gas  Association 
19   \SK  Computer  Systems 
20.  Chan  .  ■•chwab  &  Co.  Inc., 

Si.:'--,     -  -ne 


21.  Chrysler  Corporation  Chr>'sler 
Car 

22.  Day  Runner.  Inc. 

23.  Dillard  Department  Stores 

24.  EOSAT 

25.  GruppoAGUSTA 

26.  Hewlett-Packard  LaserJet 
Printers 

27.  Hotel  Okura 

28.  Lanier  Business 
Systems/Copiers 

29.  Mazda  Motor  of  America,  Inc. 

30.  Memorex  Telex 

31.  Michigan  Bell  Telephone 

32.  Mobil  Oil  Corporation 

33.  Nikko  Hotels 
International/Hotel  Nikko  Hong 
Kong 

34.  Nikko  Hotels 
International/Hotel  Royal 
Taipei 

35.  Norfolk  Southern  Corporation 

36.  Okidata/Okifax 

37.  Oracle  Corporation 

38.  Samsonite 

39.  Sharp 

40.  Sun  Microsystems 

41.  Tatung  Company  of  America 

42.  Toshiba  America 

43.  Varig  .^rlines 


AREA  DEVELOPMENT  I 

44.  China  External  Trade  I 
Development  Council  I 

45.  Economic  Development  Bureau! 
of  Singapore  I 

46.  Government  of  .Alberta 
Economic  Development  & 
Trade 

47.  Government  of  Quebec 

48.  Nebraska  Department  of 
Economic  Development 

49.  New  York  State  Department  of 
Economic  Development 

50.  State  of  .'\labama  Development 

51.  State  of  California  Department 
of  Economic  Development 

52.  State  of  North  Carolina 
Department  of  Commerce 

53.  Virginia  Port  Authority 
HUNGARY 

Special  Advertising  Sectit 

61.  CSOSZER 

62.  HungarHotels 

63.  IBUSZ 

64.  OTP/Hungarian  Savings  Bank 

65.  Technika 

66.  Technoimpex 


It's  not  surprising  that  one  out  of  four 
pharmaceuticals  comes  from  tropical 
forests.Orthatan  estimated  1,400  tropical 
plants,  like  the  rosy  penwinkle,  have 
promising  anti-cancer  properties.  After 
all,  as  home  to  half  of  the  world's  plant  and 
animal  species,  these  forests  are  a  vast 
biochemical  warehouse. 

What  is  surprising  is  that  the  human 
race  is  destroying  this  living  resource  at  an 
alarming  pace. 

Each  day  74,000  forested  acres  are 


cleared,  pushing  untold  numbers  of  species 
toward  extinction. 

Tine  future  of  medicine  and  agriculture, 
the  existence  of  thousands  of  wildlife 
species,  and  the  survival  of  hundreds  of 
millions  of  people  in  developing  countries 
depend  on  what  we  do  now  to  keep  the 
tropical  forests  alive. 

The  means  of  solving  this  problem  are 
within  our  reach.  Wnte  in  order  to  find  out 
how  you  can  help  keep  the  tropical  forests 
alive,  before  the  reasons  disappear 


KeepTropical  Foiesls  Alive. 


Tropical  Forest  Project,  World  Resources  Institute,  1735  New  York  Avenue  A/.  W  Wastiington,  D  C.  20006/ Prepared  by  Richardson,  Myers  &  Donofrio,  Inc. 
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INDEPENDENT 
SECTOR 


Just  a  fraction  of  i^hat  we  spend  dinii^  out 
could  help  pick  up  the  tab  H)r  a  good  cause. 


If  we  all  shared  just  a  small  amount  of 
our  money  and  time  with  the  causes  we 
really  care  about,  it  would  be  a  sure  recipe 
for  success. 

'  -..gainst  hunger.  For  better  health. 
Or  to  ii  prove  our  arts  and  culture. 

liiHonsof  people  have  helped 
estabbih  five  percent  of  their  incomes  miZ^ 


=r       and  five  hours  of  volunteer  time  per  week  as 
W         America's  standard  of  giving. 
■  1  f  we  all  reached  this  standard ,  we 

f  could  generate  more  than  $175  billion 

^  every  year.  With  a  force  equivalent  to  20 

7L_ million  f ull-time  workers . 

^  ^^MVC*  make  it  your  goal  to  give  five. 

et  back  is  immeasurable.  And  help  keep  society  well-nourished. 
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7  WANT  TO  INVEST  IN 

ESTABLISHED 

GROWTH 
COMPANIES. 


The  Fund's  total  return  for 
the  period  1/1/89-9/30/89 
was  +49.28%  * 

The  Fund  invests  in  a  diversified 
selection  of  high  quality  growth 
companies  that  have  impressive  per- 
formance records  and  solid  market 
positions.  Call  for  more  details  today, 
including  information  about  our 
many  benefits  and  options,  and  a  free 


ANY  IDEAS?" 

Consider  Founders 
Growth  Fund. 


prospectus  containing  more  complete 
information  about  management  fees 
and  expenses.  Read  it  carefully  before 
you  invest  or  send  money. 


AVERAGE  ANNUAL  TOTAL 
RETURN  AS  OF  9/30/89* 


1-YEAR  5-YEARS  10-YEARS 
+50.57%  +2L93%  +19.30% 


1-800-525-2440 

24-Hour  Information  Line 


Founders 


810  Cherry  Creek  National  Bank  Building  •  3033  East  First  Avenue  •  Denver,  Colorado  80206 
Founders  Asset  Management,  Inc.,  Distributor 

*Pertbrmance  figures  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  Past  performance  is 
no  guarantee  of  future  results.  Actual  total  return  and  principal  value  will  fluctuate  and  shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  cost. 


FOUNDERS  GROWTH  FUND 
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lanies  listed  only  in  tables  ore  not  included. 
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To  the  hundreds  of  carefully 
screened  companies  who  want 
you  to  be  aware  of  their  product 
or  service  through  direct  mail 
marketing. 

The  creative  direct  marketing 
campaigns  of  these  companies 
are  legitimate  and  important, 
and  each  of  them  abides  by  the 
rule  that  mailing  information  to 
you  places  you  under  no  obliga- 
tion whatsoever. 

Most  of  our  subscribers  welcome 
their  various  efforts. 

However,  there  are  subscribers 
who,  for  whatever  reason,  do  not 
want  their  names  included  in 
any  direct  mail  campaign. 

If  that  is  the  case  with  you,  we 
will  respect  your  wishes  be- 
cause- 


V0U/^R^€9e:WLLY 
IMPORT/iriTTOU<J. 


Thank  you  for  your  consideration. 
I'd  rather  not  have  my  name  on 
outside  mailing  lists. 

BusinessWeek 

1221  Avenue  of  the  Americas 
New  York,  N.Y.  10020 
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orecast:  During  the  1990's, 
businesses  in 
New  \brk  State  will 
be  assured  access  to 
the  most  advanced 
telecommunications 
network  in  the  world. 


Telecommunications.  It's  the  infra- 
structure of  the  future.  It's  a  means  to 
greater  business  growth.  And  because 
telecommunications  in  New  York  State 
is  at  the  leading  edge  of  technology, 
businesses  here  have  access  to  the  most 
acK  anced  communication  serx  ices. 

XYSERXet  is  just  one  way  we've 
raised  communication  standards.  Using 
the  latest  computer  and  fiber  optic 
technology,  it  currenth'  links  28  of  the 
State's  major  academic  and  industrial 
research  centers.  At  the  same  time, 
XYSERXet  provides  access  to  national 
networks,  specialized  data-bases,  the 
supercomputer  at  Cornell,  and  e\  en 
XASA. 

Xew  York  State  is  also  home  of 
Teleport,  the  world's  first  high-tech 
office  park  and  communications  center. 
Located  in  Xew  York  Cit\,  it  links  a  re- 
gional fiber  optic  network  with  a  satel- 
lite transmission  facilit\,  guaranteeing 
the  most  sophisticated  voice,  data  and 
\  ideo  transmissions. 

And  during  the  next  decade,  our  com- 
mitment to  telecommunications  will 
lead  to  new  inno\  ations  and  e\  en  great- 
er expansion  of  the  network 
— gix  ing  more  and  more 
businesses  across  the 
State  access  to  the  world's 
finest  telecommunica- 
tions s\stem. 
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vestment  Figures  of  the  Wee 


MENTARY 

ly  stocks,  from  the  drillers  to 
ig  international  companies, 
further  fuel  to  the  yeorend 
market  rally.  The  Dow 
ed  to  within  30  points,  a  lit- 
ore  than  1  %,  of  its  all-time 
That's  an  impressive  show- 
.onsidering  that  nearly  every 
,ome  big  company  an- 
:ed  disappointing  news  on 
ngs.  Foreign  equity  markets 
scored  handsomely,  and  To- 
lit  a  record  high.  After  pull- 
ack  last  week,  gold  prices  re- 
ded and  shot  up  nearly  3%. 


STOCKS 

Dec.  June 


370 

 Aj 

m 

1 

r 

52-week  change 
+  28.1% 


BONDS 

Dec.  7-13  Dec.       June       Dec.     Dec.  7-13 
  360       1500  I 


■  355  1350 
.  352,75 

•  350  1200 

■  345  1050 

.  340  ion 


1  -week  change 
+  1.2% 


Sheorson  Lehman 
Treasury  Index 


52-week  change 

+  10.7% 


1  -week  change 

+  0.2% 


THE  DOLLAR 
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J.  P.  Morgan 
Index 


52-week  change 
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1  -week  change 
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ARKET  ANALYSIS 


%  change 


, STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

'  JONES  INDUSTRIALS 
COMPANIES  (Russell  1000) 
LL  COMPANIES  (Russell  2000) 
COMPANIES  (Russell  3000) 

2761.1 
184.7 
168.4 
196.9 

0.9 
0.8 
-0.3 
0.7 

29.4 
27.0 
17.6 
26.3 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 

con  cAA  r\ii/mc&ir\  vici  r\ 
S&r  5UU  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

7.9% 
7.9% 
3.2% 
14.6 

7.9% 
7.9% 
3.2% 
14.4 

8.4% 
9.1  % 
3.6% 
1 1.9 

EIGN  STOCKS 

%  change  (1 

ocal  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

341.4 

41.2% 
0.32 
1.05 

340.5 
41.7% 
0.27 
1.15 

Positive 
Neutral 
Neutral 
Positive 

}0N  (FINANCIAL  TIMES  100) 
(0  (NIKKEI  INDEX) 
3NT0  (TSE  COMPOSITE) 

2386.2 
38,062.4 
4005.8 

1.4 
1.1 
1.4 

35.9 
27.9 
21.8 

IDUSTRY  GROUPS 

•  .f  • ' 

BRIDGE  INFORMATION 

SYSTEMS  INC 

iR-V<;EEK  LEADERS 

%  change 
4-week  S2-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

IL  WELL  EQUIPMENT  AND  SERVICES 

18.8 

58.1 

BAKER  HUGHES 

20.9 

94.5 

26% 

IL  AND  GAS  DRILLING 

18.5 

73.3 

ROWAN 

25.4 

107.0 

llVs 

ITERNATIONAL  OIL 

12.6 

27.8 

ROYAL  DUTCH  PETROLEUM 

17.2 

33.5 

76% 

OMESTIC  OIL 

12.3 

40.8 

UNOCAL 

17.2 

61.2 

30% 

ECTRICAL  EQUIPMENT 

12.0 

33.3 

GENERAL  ELECTRIC 

15.2 

40.1 

641/4 

IR-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stCKk  in  group 

% 

4- week 

change 

52-week 

Price 

OMEBUILDING 

-13.0 

4.9 

PHM 

-23.1 

9.8 

11  1/4 

UBLISHING 

-9.0 

-4.5 

DUN  &  BRADSTREET 

-15.4 

-21.5 

431/4 

AVINGS  AND  LOANS 

-8.4 

28.7 

H.  F.  AHMANSON 

-9.9 

14.1 

181/4 

OYS 

-6.5 

51.0 

TONKA 

-28.2 

32.4 

11% 

tAJOR  REGIONAL  BANKS 

-6.4 

8.5 

FIRST  INTERSTATE 

-16.3 

-2.6 

46% 

UTUAL  FUNDS 


MORNINGSTAR  INC- 


LDERS 

-week  total  return 

% 

LAGGARDS 
Four-week  totol  return 

% 

EQUITY  STRATEGIES 

19.0 

FIDELITY  SELECT  SAVINGS  &  LOAN 

-8.0 

JNITED  SERVICES  GOLD  SHARES 

16.1 

ROCHESTER  GROWTH 

-4.9 

FIDELITY  SELECT  ENERGY  SERVICE 

15.8 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 

-4.7 

week  total  return 

% 

52-week  total  return 

% 

ALGER  SMALL  CAPITALIZATION  PORTFOLIO 
FIDELITY  SELECT  MEDICAL  DELIVERY 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 

72.3 
61.7 
60.4 

STRATEGIC  GOLD/MINERALS 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

ROCHESTER  GROWTH 

-11.3 
-10.3 
-5.4 

Averoge  fund 


4-week  total  return 


RELATIVE  PORTFOLIOS 


liar  amounts 
iresent  the  present 
ue  of  $10,000 
ested  one  year 
>  in  each  portfolio 

centages  indicate 
:-day  total  returns 


DATA  RESOURCES  INC. 


U.  S.  stocks 
$13,055 

+  0.62% 


Treasury  bonds 
$12,190 

-0.20% 


Foreign  stocks 
$12,058 

+  0.78% 


nil 


Money  market  fund 
$10,736 

+  0.16% 


Gold 
$9,899 

+  2.91% 


data  on  this  page  ore  as  of  market  close  Wednesday,  Dec,  13,  1989,  unless  otherwii 
stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  i 


;  indicated, 
larket  close 


Dec,  12  Mutuol  fund  returns  ore  as  of  Dec.  8  Relative  portfolic 
detailed  explanation  of  this  page  is  ovailoble  on  request. 


are  valued  as  of  Dec.  12.  A  more 
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INVESTORS,  CAST 
A  WIDE  NET 


Investors  have  been  richly  rewarded  in  the  1980s.  The 
bond  market  put  on  its  best  performance  ever,  while  the 
equities'  17.4%  annual  average  return  was  second  only  to 
the  halcyon  1950s.  Yet  polls  and  anecdotal  evidence  suggest 
that  Americans  have  soured  on  the  financial  markets. 
Among  the  complaints:  the  market's  volatility,  the  criminal 
indictments  on  Wall  Street,  untrustworthy  brokers,  and  un- 
ease at  the  breakup  of  household-name  businesses  for  the 
enrichment  of  a  few  fast-buck  operators.  Adding  to  the 
gloom  is  the  economy's  downturn,  something  that  waddles 
and  quacks  very  much  like  a  recession. 

Clearly,  a  critical  factor  behind  the  spectacular  market 
returns  in  the  1980s  is  the  disinflationary  trend  begun  by 
Fed  Chairman  Paul  A.  Volcker  and  continued  by  Alan 
Greenspan.  Currently,  the  Fed  shows  little  inclination  to 
abandon  its  anti-inflation  policy.  A  further  curb  on  inflation 
is  that  the  global  financial  markets  would  swiftly  punish  any 
suggestion  of  a  return  to  the  easy-money  strategies  of  the 
1970s.  The  outlook  for  real  estate,  the  main  alternative  to 
stocks  and  bonds,  looks  pitiful  in  this  disinflationary  en- 
vironment. 

Another  key  to  recent  financial  history  lies  with  the  lever- 
aged shrinkage  of  Corporate  America,  a  development  that 
has  had  a  profound  impact  on  the  markets.  Such  financial 
maneuvers  have  reduced  the  supply  of  corporate  equity  by 
some  25%.  But  the  trend  is  slowing.  Equity  is  once  again 
becoming  increasingly  valuable  for  its  traditional  function  as 
a  claim  on  a  company's  future  earnings,  not  for  its  potential 
value  in  a  company's  breakup.  Indeed,  a  fundamental  shift  is 
taking  place  from  leverage  to  growth,  with  higher  price- 
earnings  multiples  commanded  by  companies  able  to  com- 
pete effectively  in  a  global  economy. 

Individual  investors  who  ignored  Wall  Street's  shenani- 
gans and  invested  in  a  diversified  portfolio  of  financial 
assets  in  the  1980s  made  a  bundle.  The  investment  lesson 
holds  for  the  coming  decade.  Of  course,  none  of  this  is  to 
say  there  won't  be  long  periods  of  abysmal  returns  and 
nerve-wracking  volatility.  But  hitching  future  college  costs 
and  retirement  income  to  globally  competitive  companies 
looks  like  a  worthwhile  risk  to  take,  even  if  the  economy  is 
slowing. 


IN  EUROPE,  THE  U.S.  MUST 
ACT— NOT  JUST  REACT 


American  influence  in  Europe  in  the  postwar  era  has 
been  grounded  in  our  ability  to  defend  the  Continent 
from  Soviet  military  aggression.  An  end  of  the  cold 
v.ar  leaves  Washington  without  a  clearly  defined  relation- 
shi(  with  its  closest  allies.  Secretary  of  State  James  A. 
i>u  ■  cr  III  says  that  the  U.  S.  now  should  seek  closer  ties  to 
v'>'  European  Community  and  that  NATO — the  bulwark  of 


U.  S.  military  power — could  become  more  political.  These  ai, 
good  ideas,  but  they  are  far  from  the  scope  and  vision  a  nejj 
U.  S.  foreign  pohcy  will  need  to  maintain  a  strong  Americs' ' 
role  in  Europe. 

Already,  there  are  disturbing  signs  that  Europe  is  adriiii 
The  European  Community's  efforts  at  economic  integratici; 
have  bogged  down.  In  addition  to  the  usual  foot-dragging  cii 
the  British,  crucial  German  support  has  been  deflected  l\ 
events  in  the  East.  The  question  of  reunification  is  emergiri 
as  the  No.  1  political  issue  in  West  Germany,  a  developmei 
that  threatens  the  fragile  stability  across  Europe. 

If  Washington  wants  a  role  in  shaping  the  New  Europe, 
must  decide  to  help  lead  the  process  of  change,  not  mere 
react.  The  Bush  Administration  has  to  take  the  initiative 
recasting  the  cold  war  institutions  that  until  now  have  bee 
the  bedrock  of  the  Western  alliance.  Baker's  suggestior 
are  an  encouraging  start,  welcomed  by  our  allies  in  Europ 
But  they  cry  out  for  amplification  and  detailed  explanatioi 
Do  we  want  to  join  the  EC  in  some  fashion?  Does  the  U.  i 
intend  to  withdraw  our  forces  from  Europe,  and  by  he 
much?  Everything  from  our  military  commitments  to  higl 
technology  export  restrictions  needs  to  be  reexamined, 
alternative — erosion  of  our  political  role  in  Europe — is  ui 
acceptable. 


ligl 
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DOCTORS  SHOULD 
TAKE  THIS  MEDICINE 


Just  before  adjourning  in  November,  Congress  launche 
yet  another  drive  to  curb  spiraling  health  care  cost 
Lawmakers  voted  to  overhaul  the  way  that  medicar 
reimburses  doctors,  who  already  are  wincing  at  the  stron 
medicine. 

Until  now,  physicians  have  shown  remarkable  agility  i 
sidestepping  attempts  to  control  costs.  When  medicare  tigh 
ened  payments  to  hospitals  in  1983,  doctors  shifted  proc( 
dures  to  their  offices  and  clinics.  When  medicare  froze  fee 
during  the  mid-1980s,  the  number  of  services  performed  o 
each  patient  rose. 

The  latest  approach  tries  to  plug  these  loopholes.  Th 
cornerstone  of  the  plan  is  a  fee  schedule  based  on  th 
"relative  values"  of  medical  services  instead  of  the  "re; 
sonable  and  customary"  fees  that  doctors  were  paid  in  th 
past,  a  system  that  encouraged  them  to  raise  their  fees.  Th 
new  scale  evaluates  procedures  by  measuring  the  time  an 
effort  it  takes  a  doctor  to  perform  a  service.  That  will  mea: 
an  income  boost  for  family  doctors  and  a  cut  for  surgeon: 
If  doctors  step  up  volume  more  than  projected,  Washingto: 
may  offset  the  increased  spending  the  following  year — : 
move  no  physician  would  like. 

The  plan  should  curb  increases  in  medicare  spending,  bu 
it  could  create  headaches  for  business.  To  make  up  for  los 
income,  doctors  may  boost  charges  to  privately  insured  pa 
tients.  That  could  provide  a  short-term  gain  for  the  medica 
profession.  But  exasperation  with  their  efforts  to  thwar 
cost  containment  is  growing.  If  they  persist,  the  result  wil 
surely  be  ever-increasing  calls  for  what  they  dread  the  mosi 
a  nationalized  health  care  program.  — 
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How  an  Ameritech  communications  system  helped  Dow 

find  the  right  fomiula. 


When  the  Dow  Chemical  Company  needed  a  voice  and 
data  system  that  could  connect  more  than  10,000  lines 
throughout  700  buildings  in  two  counties,  they  conducted 
some  intensive  research  and  chose  Ameritech. 

The  solution  was  a  custom-designed  digital 
communications  system  that  could  transport  large 
quantities  of  information  quickly  and  accurately.  A  system 
that  could  incorporate  Dow's  comprehensive  safety  alert 
network.  A  low-risk  system  that  was  designed  and  installed 
by  an  Ameritech  team. 


For  Dow,  the  answer  was  Ameritech.  Because  when  two 
businesses  develop  such  a  strong  parmership,  it  produces 
good  chemistry. 

Ameritech  provides  communications  solutions  for  Dow 
and  many  other  business  customers. To  learn  more  about 
how  Ameritech  is  positioned  to  meet  the  needs  of  the 
Information  Age,  contact: 

Director-Investor  Relations 
Ameritech,  30  S.Wacker  Drive,  R3500 
Chicago,  Illinois  60606  312/750-5353. 


Solutions  that  work. 


Illinois  Bel!  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell  •  Ameritech  Applied  Technologies 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development  •  Ameritech  Information  Systems 
Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 
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Introducing  the  new  Chrysler  Imperi 
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